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Use of non-GAAP financial measures

Our reported results are prepared in accordance
with IFRSs as detailed in the Financial Statements
starting on page 206. In measuring our performance,
the financial measures that we use include those
which have been derived from our reported results
in order to eliminate factors which distort period-
on-period comparisons. These are considered non-
GAAP financial measures. Non-GAAP financial
measures that we use throughout our Financial
Review are described below. Other non-GAAP
financial measures are described and reconciled to
the closest reported financial measure when used.

Constant currency

Constant currency adjusts the period-on-period
effects of foreign currency trandation differences
on performance by comparing reported results for
the half-year to 30 June 2014 with reported results
for the half-years to 30 June 2013 and 31 December
2013 retranslated at average exchange rates for the
half-year to 30 June 2014. Except where stated
otherwise, commentaries are on a constant currency
basis, as reconciled in the table overleaf.

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

The foreign currency trandlation differences
reflect the period-on-period movements of the US
dollar against most major currencies.

We exclude the trandlation differences because
we consider the like-for-like basis of constant
currency financial measures more appropriately
reflects changes due to operating performance.

Constant currency

Constant currency comparatives for the half-years to 30 June
2013 and 31 December 2013 referred to in the commentaries
below are computed by retranslating into US dollars for
non-US dollar branches, subsidiaries, joint ventures and
associ ates:

o the income statements for the half-years to 30 June 2013
and 31 December 2013 at the average rates of exchange for
the half-year to 30 June 2014; and

o the balance sheets at 30 June 2013 and 31 December 2013
at the prevailing rates of exchange at 30 June 2014.

No adjustment has been made to the exchange rates used to
translate assets and liabilities denominated in foreign currency
into the functional currencies of any HSBC branches,
subsidiaries, joint ventures or associates.

When reference is made to ‘ constant currency’ in tables or
commentaries, comparative data reported in the functional
currencies of HSBC' s operations have been translated at the
appropriate exchange rates applied in the current period on the
basis described above.
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Reconciliation of reported and constant currency profit before tax
Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13 as translation exchange 1H14 as Reported currency
reported  adjustment® rates reported change? change?
US$m ussm ussm ussm % %
HSBC
Net interest income .......oeveevevrernnee 17,819 (235) 17,584 17,405 ) (D)
Net feeincome .......cccceevvvvveeervrernnnens 8,404 (44) 8,360 8,177 3 ()]
Net trading incOMe ......ccoveevrennee 6,362 142 6,504 3,275 (49) (50)
own credit Spread® ..., (19) 4 (15) (215)

Other expense from
financial instruments designated
at fair value .......cocooeveeieciecinnne, (1,178) (78) (1,256) 1,875
Net income from
financial instruments designated

at fair value ......cooeeveeveececiecieene, (1,197) (74) (1,271) 1,660
Gains less |osses from financial

INVESIMENLS ...

........................................................ 1,856 16 1,872 946 (49) (49)
Net earned insurance premiums ........ 6,226 a7) 6,209 6,137 Q) (D)
Other operating income (including

dividend income) .........ccoeeveverennne. 1,053 (30) 1,023 626 (41) (39)
Total operating income ................... 40,523 (242) 40,281 38,226 (6) 5)

Net insurance claims incurred and
movement in liabilities to

policyholders ......ooovvvvvvveecccerer. (6,151) (19) (6,170) (7,059) (15) (14)
Net operating income® ................... 34,372 (261) 34,111 31,167 9) 9
Loan impairment charges and

other credit risk provisions............. (3,116) 106 (3,010) (1,841) 41 39
Net operating income .........ccccceeneee. 31,256 (155) 31,101 29,326 (6) (6)
Operating eXPEeNSES .......cccveerereereneens (18,399) 125 (18,274) (18,266) 1 -
Operating profit .....ccceeeevveereeceinrennns 12,857 (30) 12,827 11,060 (29) (24)
Share of profit in associates

and joint VENtUres ........cocveeerenne 1,214 22 1,236 1,280 5 4
Profit beforetax .........ooccoommeeeen 14,071 (8) 14,063 12,340 12 (12)

By global business
Retail Banking and Wealth

Management .........cccveeeereeeeereeennen: 3,267 43 3,310 3,045 7) (8)
Commercial Banking ...........ccccccueunne 4,133 16 4,149 4,771 15 15
Global Banking and Markets............. 5,723 (46) 5,677 5,033 (12) (12)
Global Private Banking ....... 108 11 119 364 237 206

(0107 SN 840 (32 808 (873

Profit before tax ...........ccoovvveeemrreeeennn. 14,071 (8) 14,063 12,340 12 (12)
By geographical region

EUMOPE ... 2,768 227 2,995 2,258 (18) (25)
ASIB oo 9,262 (98) 9,164 7,894 (15) (14)
Middle East and North Africa ........... 909 ®3) 906 989 9 9
North America 666 33) 633 825 24 30
Latin AMENCA c..oooveevveeeeereeereseeseeonns 466 (101) 365 374 (20) 2
Profit before tax ...........ccoovvveeemrreeeennn. 14,071 (8) 14,063 12,340 12 (12)
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Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14 Constant
2H13 as tranglation exchange 1H14 as Reported currency
reported adjustment? rates reported changé? change?
usSsm US$m usSsm US$m % %
HSBC
Net interest income ... 17,720 66 17,786 17,405 %) %)
Net feeincome........... 8,030 39 8,069 8,177 2 1
Net trading inCOme .......ccceevevverervenns 2,328 (87) 2,241 3,275 41 46
Own credit spread® ..........ccooeveveereennn. (1,227 (13) (1,240) (215) 82 83
Other expense from financial
instruments designated
at fair ValUe ..o, 3,192 109 3,301 1,875 (41) (43)
Net income from financial instruments
designated at fair value................... 1,965 96 2,061 1,660 (16) (29)
Gains less losses from financial
INVESEMENES ...
........................................................ 156 - 156 946
Net earned insurance premiums......... 5,714 12 5,726 6,137 7 7
Other operating income (including
dividend inCOME) .......covvvervcrirennne 1,901 6 1,907 626 (67) (67)
Total operating income .........c.ccceeeee.. 37,814 132 37,946 38,226 1 1
Net insurance claims incurred and
movement in liabilities to
policyholders ..........ccocovnreccnenne (7,541) (23) (7,564) (7,059) 6 7
Net operating income® ...........cccoe...... 30,273 109 30,382 31,167 3 3
Loan impairment charges and
other credit risk provisions............. (2,733) [©)] (2,736) (1,841) 33 33
Net operating income .........cccoveeveene 27,540 106 27,646 29,326 6 6
Operating eXPenses .........covvvereeeeeees (20,157) (146) (20,303) (18,266) 9 10
Operating profit ..........ccoooevereecrneeeenn. 7,383 (40) 7,343 11,060 50 51
Share of profit in associates
and joint ventures ..........ccccceeeueene. 1,111 — 1,111 1,280 15 15
Profit beforetaX ........ccccoevveviveeeerennns 8,494 (40) 8,454 12,340 45 46
By global business
Retail Banking and Wealth
Management ........cccvereeeenereninenns 3,382 20 3,402 3,045 (20) (20)
Commercial Banking ...........c.cccccueune. 4,308 2 4,310 4,771 11 11
Global Banking and Markets 3718 (45) 3673 5,033 35 37
Global Private Banking ....... 85 - 85 364
(@131 RO (2,999) (17) (3,016) (873) 71 71
Profit beforetax ........ccocevvvvnrcnnee 8,494 (40) 8,454 12,340 45 46
By geographical region
EUrope ..o (943) 61 (882) 2,258
X T 6,591 (10) 6,581 7,894 20 20
Middle East and North Africa ........... 785 3) 782 989 26 26
North America .......ccovvveveciniicicinnns 555 (24) 531 825 49 55
Latin AMENica .....ooceemeerieinerererieenes 1,506 (64) 1,442 374 (75) (74)
Profit beforetax .........ccocceeeverieenen. 8,494 (40) 8,454 12,340 45 46
For footnotes, see page 63.
Additional information is available on the with the Securities and Exchange Commission
HSBC website www.hsbc.com under Investor (*SEC’) and available on www.sec.gov.

Relations and may be found in the Form 6-K filed
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Underlying performance
Underlying performance:

e adjustsfor the period-on-period effects of
foreign currency trandation;

e eliminatesthe fair value movements on our
long-term debt attributable to credit spread
(*own credit spread’) where the net result of
such movements will be zero upon maturity of
the debt; and

e adjustsfor acquisitions, disposals and changes
of ownership levels of subsidiaries, associates,
joint ventures and businesses.

For acquisitions, disposals and changes of
ownership levels of subsidiaries, associates, joint
ventures and businesses, we eliminate the gain or
loss on disposal or dilution and any associated gain

Disposal gaing/(losses) affecting underlying?® performance
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or loss on reclassification or impairment recognised
in the period incurred, and remove the operating
profit or loss of the acquired, disposed of or diluted
subsidiaries, associates, joint ventures and
businesses from &l the periods presented so we can
view results on alike-for-like basis. Disposal of
investments other than those included in the above
definition do not lead to underlying adjustments.

We use underlying performance to explain
period-on-period changes when the effect of fair
value movements on own debt, acquisitions,
disposals or dilution is significant because we
consider that this basis more appropriately reflects
operating performance.

The following acquisitions, disposals and
changes to ownership levels affected the underlying
performance:

Disposal
Date gain/(loss)
ussm
Reclassification gain in respect of our holding in Industrial Bank Co., Limited following the issue of

additional share capital tO third PAIES® ..............evueeeeeeeeeeceeeeeeeee et st eeeeeeeeee e eeseee s eeeseesseesseessses s sseeneens Jan 2013 1,089
HSBC Insurance (Asia-Pacific) Holdings Limited' s disposal of its shareholding in Bao Viet Holdings® ... Mar 2013 104
Household Insurance Group holding company’s disposal of itsinsurance manufacturing business’ ........... Mar 2013 (99)
HSBC Seguros, S.A. de C.V., Grupo Financiero HSBC' s disposal of its property and Casualty Insurance

DUSINESS 1N IMIBXICOP ..ot en e er e s en s es e enesens Apr 2013 20
HSBC Bank plc’s disposal of its shareholding in HSBC (Hellas) Mutual Funds Management SA” ........... Apr 2013 @)
HSBC Insurance (Asia-Pacific) Holdings Limited disposal of its shareholding in HanaHSBC Life

INSUrance ComPany LiMItEO® ...........cc..ocvvereerceaiesiees s ss st essen May 2013 28
HSBC Bank plc’s disposal of HSBC Assurances IARD’ May 2013 4)
The Hongkong and Shanghai Banking Corporation Limited’ s disposal of HSBC Life (International)

Limited’s Taiwan branch OPEIatioNS’ ...........cc.evuecuecueeeeeeeeeeeeeeeeeeeeeeeee e es s eesseesase s s sssesseesseesssesene June 2013 (36)
HSBC Markets (USA) Inc.’s disposal of its subsidiary, Rutland Plastic Technologies’ .........cccovvveereeenen. Aug 2013 17
HSBC Insurance (Singapore) Pte Ltd’s disposal of its Employee Benefits Insurance business

TN SINQAPOIE” ...t e es e s es s esasesssesssesssensessessnsaens Aug 2013 (8)
HSBC Investment Bank Holdings plc’s disposal of its investment in associate FIP Colorado’ .................... Aug 2013 5)
HSBC Investment Bank Holdings plc group’s disposal of itsinvestment in subsidiary, Viking SeaTech® . Aug 2013 54

Oct 2013
HSBC Latin America Holdings UK Limited's disposal of HSBC Bank (Panama) S.A.” .......cccocoeeveeeeencn. 1,107
HSBC Latin AmericaHoldings UK Limited’s disposal of HSBC Bank (Peru) SA. ........ Nov 2013 (18)
HSBC Latin America Holdings UK Limited's disposal of HSBC Bank (Paraguay) SA.” ......oevveevveeervnnnes Nov 2013 (22)
Reclassification loss in respect of our holding in Yantai Bank Co., Limited following an increase in its

registered SNAre CAPITAI® ..........c..oovveeceeecies sttt Dec 2013 (38)
HSBC Latin America Holdings UK Limited’s disposal of HSBC Bank (Colombia) SA° .......ccoccoooee...e. Feb 2014 18
Reclassification loss in respect of our holding in Vietnam Technological & Commercial Joint Stock Bank

following the 10ss of SIgNIficant INFIUEBNCE ...........covucvueeeeeeeeeeeeeeeee oo ees s saeneen Jun 2014 (32
HSBC Bank Middle East Limited's disposal of its banking businessin Jordan® ............cccccoeurevreeercrerereeenn. Jun 2014 -

For footnotes, see page 63.
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The following table reconciles our reported doing so results in amore useful discussion of
revenue, loan impairment charges, operating operating performance. Equivalent tables are
expenses and profit before tax for the first half of provided for each of our global businesses and
2014 and the two halves of 2013 to an underlying geographical segmentsin the Form 6-K filed with
basis. Throughout this Interim Report, we reconcile the SEC, which is available on www.hsbc.com.

other reported results to underlying results when

Reconciliation of reported and underlying® items

Half-year to
30June 30 June 30June 31 December
2014 2013 Changée? 2014 2013 Changée’
uUS$m US$m % US$m US$m %
Net interest income
(250 a1= s [N 17,405 17,819 %) 17,405 17,720 @)
Currency translation adjustment® ...... (235) 66
Acquisitions, disposals and dilutions ... (27) (223 (27) (150)
UNAENYING ©.ovvveeeveeeseee e 17,378 17,361 - 17,378 17,636 (1)
Other operating income
RepOrted ......ccovvveveeicieesreseee 538 946 (43) 538 1,686 (68)
Currency trangation adjustment® ...... (28) 6
Acquisitions, disposals and dilutions ... 14 (1,207) 14 (1,132)
Underlying .ocoeeveeeeeevenseeeceses 552 (189) 552 560 Q)
Revenue®
(2 07014 = o [F R 31,167 34,372 9) 31,167 30,273 3
Currency translation adjustment® ...... (265) 122
Own credit spread® ..........ooveeereereene. 215 19 215 1,227
Acquisitions, disposals and dilutions ... (23) (1,406) (23) (1,332)
Underlying ....ccoovvevneeecenrennnnes 31,359 32,720 4 31,359 30,290 4
L oan impairment charges and
other credit risk provisions
REPOMED ... (1,841) (3,116) 41 (1,841) (2,733) 33
Currency trangation adjustment® ...... 106 ©)
Acquisitions, disposals and dilutions ... 2 44 2 17
Underlying ....ccoovveveccneesnnnes (1,839) (2,966) 38 (1,839) (2,719) 32
Total operating expenses
(2 07014 = o [F RS (18,266) (18,399) 1 (18,266) (20,157) 9
Currency translation adjustment® ...... 125 (146)
Acquisitions, disposals and dilutions ... 26 315 26 146
Underlying ....cccoeevneccnennreeees (18,240) (17,959) 2 (18,240) (20,157) 10
Underlying cost efficiency ratio ........ 58.2% 54.9% 58.2% 66.5%
Share of profit in associates
and joint ventures

REPOEd ... 1,280 1,214 5 1,280 1,111 15
Currency trangation adjustment® ...... 22 -
Acquisitions, disposals and dilutions ... - (14) - 102
Underlying .....ccoeevnnenccniennreenes 1,280 1,222 5 1,280 1,213 6
Profit beforetax
REPOMEd ... 12,340 14,071 (12) 12,340 8,494 45
Currency trandation adjustment® ...... (12) 27
Own credit spread® ..........oooevveereenn. 215 19 215 1,227
Acquisitions, disposals and dilutions ... 5 (1,061) 5 (1,067)
Underlying .....ccoeevnnenccniennreenes 12,560 13,017 4 12,560 8,627 46

For footnotes, see page 63.
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Underlying profit before tax

Half-year to
30June 30 June 30June 31 December
2014 2013 Changée? 2014 2013 Changée’
usS$m ussm % ussm ussm %
By global business
Retail Banking and Wealth
Management .......c.ceveeeereeeeerenennens 3,039 3,382 (10) 3,039 3,104 @)
Commercial Banking 4,758 4,098 16 4,758 3,831 24
Global Banking and Markets ............. 5,024 5,662 (11) 5,024 3,307 52
Global Private Banking .........c.cccccu.... 364 119 206 364 84
(@107 ST (625) (244) (156) (625) (1,699) 63
Underlying profit before tex .............. 12,560 13,017 4 12,560 8,627 46
By geographical region
2,417 3,011 (20) 2,417 109
7,931 8,035 1) 7,931 6,727 18
984 891 10 984 768 28
870 775 12 870 717 21
358 305 17 358 306 17
Underlying profit before tex .............. 12,560 13,017 (4) 12,560 8,627 46

For footnotes, see page 63.
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Reconciliation of underlying and significant items

Revenue®
Underlying ..cocoveeeeeenneccees

Net gain on completion of Ping An
diSPOSA ...
Debit valuation adjustment on
derivative contracts .............cce.e.e.
Fair value movement on
non-qualifying hedges ..................
Gain on sale of shareholding in Bank
of Shanghai .........cccoeveicvcrnriinnnene,
Provision arising from areview of
compliance with the Consumer
Credit Actinthe UK ......cccccoeuennee.
Foreign exchange gains relating to the
sterling debt issued by HSBC
HOIdINGS ..o
Write-off of allocated goodwill
relating to GPB Monaco business .
Loss on sale of several tranches of
real estate secured accounts
iNtheUS........cccovvniccc
Loss on sale of the non-real estate
portfolio in CML .....cccccceviveriiienne
Loss on early termination of cash
flow hedgesin the US run-off
POMFOlIO .o
Loss on sale of an HFC Bank UK
secured loan portfolio .........c.c......

Revenue, excluding underlying
adjustments and significant items .

Operating expense
Underlying ...

Restructuring and other related costs
UK customer redress programmes ...
UK bank [evy ......ccocceiecninininiiee
Madoff-related litigation costs ..........
Regulatory investigation provisions
INGPB ...oceiiicrceee
US customer remediation provision
relating to CRS .......ooceeivrieceene
Accounting gain arising from change
in basis of delivering ill-health
benefitsinthe UK ...

Operating expense, excluding
underlying adjustments and
significant items ..........ccccceevreene.
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Half-year to
30June 30 June 30June 31 December
2014 2013 Change’ 2014 2013 Changé’

US$m US$sm % Ussm Ussm %
31,359 32,720 4) 31,359 30,290 4

- (553) - -

155 (451) 155 346

322 (293) 322 (218)

(428) - (428) -

367 - 367 -

— (442) — —

- 279 - -

15 1 15 122

— 271 — -

— 199 - -

- 138 - 8
31,790 31,869 - 31,790 30,548 4
(18,240) (17,959) 2 (18,240) (20,157) 10

82 238 82 245

234 412 234 823

(45) 9 (45) 907

— 298 - -

- 119 - 233

- 100 - -

— (430) — —
(17,969) (17,213) @) (17,969) (17,949) -
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2013 2012 2011 2010
ussm US$m ussm us$m

Revenue*
L= 070 1= [ TP 64,645 68,330 72,280 68,247
Currency translation adjustment ...........oeevecreeinnnnecceeeeeeaes (1,329) (3,169) (1,515)
OWN Credit SPrEaA .......cvviecrrierreiereer e 1,246 5,215 (3,933) 63
Acquisitions, digposals and dilULiONS ..........cccceeererinreeseninenseeseseserseeneens (2,628) (10,694) (7,389) (8,948)
(07076 13T o TR 63,263 61,522 57,789 57,847
UNGENYING oottt 63,263 61,522 57,789 57,847
Net gain on completion of Ping Andisposal ....... (553) - - -
Debit valuation adjustment on derivative contracts . . (106) (518) - -
Fair value movement on non-qualifying hedges .........ccccceveneiiccicnnens (5112) 296 1,392 1,057
Foreign exchange gains relating to the sterling debt (442)

issued by HSBC HOIAINGS ......cceumvriniiiriccciceessse e - - -
Write-off of allocated goodwill relating to GPB Monaco business ........ 279 - - -
Loss on sale of several tranches of real estate

secured accouNtSiNthe US ......c.coiiiicicce e 123 - - -
Loss on sale of the non-real estate portfolio in CML ........ccccccevvinccenne 271 - - -
Loss on early termination of cash flow hedgesin the

US run-off Portfolio ..o 199 - - -
Loss on sale of an HFC Bank UK secured loan portfolio ..........cccccveeee. 146 - - -
Ping An contingent forward sale CONtract ..........ccccoeevereecerereneeeeienenennns - 553 - -
Gain on sale of non-coreinvestmentsin India . - (314) - -
Refinement of PVIF calculation ..........ccccccovenenne - - (246) -
Loss on sale of vehicle finance portfolio in the US ... - - - 207
Gain on sale and leaseback of the Pairs headquarters ...........cccooccueeenee - - - (194)
Revenue, excluding underlying adjustments and significant items ......... 62,669 61,539 58,935 58,917

For footnotes, see page 63.
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Reconciliation of reported and underlying average risk—weighted assets

Group

Average reported RWAS .........cco.....
Currency trandation adjustment ........

Acquisitions, disposals and dilutions ...

Average underlying RWAs ...............

USCML and other

Average reported RWAS ...
Average underlying RWAs ...............

For footnotes, see page 63.

Half—year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changé?
US$bn US$bn % US$bn US$bn %
1,200 1,109 8 1,200 1,099 9
- 2 - 4
©) (27) (€] (10)
1,197 1,084 10 1,197 1,093 10
Half—-year to
30 June 30 June 30June 31 December
2014 2013 Change 2014 2013 Change
US$bn US$bn % US$bn US$bn %
74 99 (25) 74 83 (11)
74 99 (25) 74 83 (11)
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Global businesses

Retail Banking and Wealth Management

Reconciliation of reported and constant currency profit/(loss) before tax

Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13as trandation exchange 1H14 as Reported currency
reported  adjustment® rates reported change? changée?
US$m US$m US$m US$m % %
Net interest inCome .........cveervereecrnenns 9,310 (122 9,188 8,427 9) (8)
Net feeincome ..o 3,586 (23) 3,563 3,291 (8) 8)
Net trading income/(expense) ........... 275 (8) 267 (13)
Net income from financial instruments
designated at fair value................... 122 ) 120 1,073
Gains less losses from financial
INVESIMENLS ... 48 3 51 8 (83) (84)
Net earned insurance premiums ........ 5,469 9) 5,460 5,480 - -
Other operating income/(expense)
(including dividend income) (81) (16) (97) 393
Total operatingincome ................... 18,729 a77) 18,552 18,659 - 1
Net insurance claims' ... (5,440) (15) (5,455) (6,336) (16) (16)
Net operating income® .................... 13,289 (192) 13,097 12,323 (@) (6)
[Tl (1,768) 104 (1,664) (1,225) 31 26
Net operating income ...........ccceeee. 11,521 (88) 11,433 11,098 4) ®3)
Operating eXPeNSES .......cccceeerereereenens (8,451) 129 (8,322) (8,269) 2 1
Operating profit ......cccoovvveeecccnenns 3,070 41 3111 2,829 (8) 9)
Income from associates™ ... 197 2 199 216 10 9
Profit beforetax .......ccoevevvvnenenee 3,267 43 3,310 3,045 (@) 8)

Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14 Constant
2H13 as tranglation exchange 1H14 as Reported currency
reported adjustment® rates reported change? change?
US$m ussm usS$m ussm % %
Net interest income ........cccovevvveverenenee. 9,029 43 9,072 8,427 (@) @
Net feeincome ....... 3,435 18 3,453 3,291 4 5)
Net trading income/(expense) ........... 411 (12) 400 (13)
Net income from financial instruments
designated at fair value................... 1,516 10 1,526 1,073 (29) (30)
Gains less |osses from financial
INVESIMENLS ... 7 - 7 8 14 14
Net earned insurance premiums 5,074 9 5,083 5,480 8 8
Other operating income (including
dividend inCOME) ........cccovvevrurerurene 646 (2 644 393 (39) (39)
Total operating income ...........ccoeeee.. 20,118 67 20,185 18,659 (@) 8)
Net insurance claims' ..........ccooveonees (6,667) (14) (6,681) (6,336) 5 5
Net operating income’ ............couvvnns 13,451 53 13,504 12,323 (8) 9)
LICS e (1,459 17 (1,442) (1,225) 16 15
Net operating income 11,992 70 12,062 11,098 (@) 8)
Operating eXpenses ..........cocreeeuennens (8,797) (48) (8,845) (8,269 6 7
Operating profit ......c.cocceeeevervireeienens 3,195 22 3,217 2,829 (11 (12)
Income from associates™ .........cooooo..... 187 2 185 216 16 17
Profit before taX ........cooveeveerenienenenes 3,382 20 3,402 3,045 (20) (10)

For footnotes, see page 63.
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Retail Banking and Wealth Management (continued)

Reconciliation of reported and underlying® items

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changé?
US$m US$m % US$m US$m %
Net interest income
REPOMEd ... 8,427 9,310 9) 8,427 9,029 )
Currency trandation adjustment® ...... (122 43
Acquisitions, disposals and dilutions ... (13) (125) (13) (77)
Underlying ....ccceeveeeeecceeeseeees 8,414 9,063 7 8,414 8,995 (6)
Other operating income/(expense)
(25 0 01='s [ 378 (92) 378 636 (41)
Currency trandation adjustment” ...... (16) @)
Acquisitions, disposals and dilutions ... (7) (1) (7) (314)
Underlying ....ccocvvneceniennreenenes 371 (109) 371 321 16
Revenue®
REPOMEd ... 12,323 13,289 7) 12,323 13,451 (8)
Currency translation adjustment® ...... (192) 53
Acquisitions, disposals and dilutions ... (24) (158) (24) (408)
Underlying ....ccceeveeireecseeesees 12,299 12,939 (5) 12,299 13,096 (6)
Lics
REPOIEd ..o (1,225) (1,768) 31 (1,225) (1,459) 16
Currency trangation adjustment® ...... 104 17
Acquisitions, disposals and dilutions ... 3 45 S 20
Underlying .ocoveveeeeeevesseeeeceses (1,222) (1,619) 25 (1,222) (1,422) 14
Operating expenses
[ 23501014 1= ISR (8,269) (8,451) 2 (8,269) (8,797) 6
Currency trandation adjustment® ...... 129 (48)
Acquisitions, disposals and dilutions ... 15 190 15 72
UNErYiNg .cevveeeveeeereeeeeeseeienes (8,254) (8,132) @) (8,254) (8,773) 6
Underlying cost efficiency rétio ........ 67.1% 62.8% 67.1% 67.0%
Income from associates™
REPOMEd.......ocveeeeereeireeiersee e 216 197 10 216 187 16
Currency trandation adjustment® ...... 2 )
Acquisitions, disposals and dilutions ... - (5) - 18
Underlying ....ccceeveeveecceeeseees 216 194 11 216 203 6
Profit before tax
REPOMEd ... 3,045 3,267 7) 3,045 3,382 (10)
Currency translation adjustment® ...... 43 20
Acquisitions, disposals and dilutions ... (6) 72 (6) (298)
Underlying ....coceeveenenecneeeseees 3,039 3,382 (120) 3,039 3,104 2
2013 2012 2011 2010
US$m US$m US$m US$m
Revenue
REPOMEA ... 26,740 33,861 33,533 33,611
Currency translation adjuStMENt™ ............c.eeuevereervesrenseseeeeessssesssesseseenes (590) (1,528) (786)
Acquisitions, disposals and dilUtiONS ..o (525) (6,558) (6,587) (7,196)
UNGEITYING ettt 26,215 26,713 25,418 25,629
Profit beforetax
REPOMEA ...ttt 6,649 9,575 4,270 3,839
Currency translation adjuStment’ ...........c..evvereereevessveeseseesesesssessssesenes (26) (113) 58
Acquisitions, disposals and dilULiONS ... (228) (5,648) (3,325) (3,010)
UNGEITYING ettt 6,421 3,901 832 887

For footnotes, see page 63.
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HSBC HOLDINGS PLC

Retail Banking and Wealth Management (continued)

Reconciliation of reported and underlying® items

Averagerisk-weighted assets
(‘RWA’S)

Average reported RWAS ........ccoceee.

Currency trandation adjustment*? .....

Acquisitions, disposals and dilutions ...

Average underlying RWAs ...............

For footnotes, see page 63.

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changé?

USsbn USsbn % US$bn USs$bn %
228 261 (13) 228 239 (5)

= - = 1

- 5 - €
228 256 (1) 228 238 4
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HSBC HOLDINGS PLC

Retail Banking and Wealth Management (continued)

Reconciliation of underlying® and significant items

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changé?
ussm US$m % US$m US$m %
Profit beforetax
UNderlying ...c.coveeeveeeeeneenecrsneenenns 3,039 3,382 (10) 3,039 3,104 2
Fair value movement on non-
qualifying hedges ..........cccoveennne 235 (216) 235 (46)
Provision arising from areview of
compliance with the Consumer
Credit Actinthe UK .........ccccceeeee 353 - 853 -
Loss on sale of several tranches of
real estate secured accountsin
the US ... 15 1 15 122
Loss on sale of the non-real estate
portfolio in CML .....cccccoeiviriicenne - 271 - -
Loss on early termination of cash
flow hedgesin the US run-off
POrtfolio ...cccvveeiriccrccee - 199 - -
Loss on sale of an HFC Bank UK
secured loan portfolio .........c.c...... - 138 - 8
Restructuring and other related costs 22 85 22 82
UK customer redress programmes ... 194 412 194 541
US customer remediation provision
relating to CRS ..., - 100 - -
Accounting gain arising from
change in basis of deliveringill-
health benefitsinthe UK .............. - (189) - -
Profit before tax, excluding underlying
adjustments and significant items . 3,858 4,183 (8) 3,858 3,811 1
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Retail Banking and Wealth Management (continued)

Reconciliation of underlying® and significant items

2013 2012 2011 2010
ussm ussm ussm us$m
Revenue
UNGENYING oottt 26,215 26,713 25,418 25,629
Fair value movement on non—qualifying hedges ...........ccovvceivnnnnnenee (345) 193 1,039 310
Loss on sale of several tranches of real estate secured accountsin
TNBUS .t 123 - - -
Loss on sale of the non-real estate portfolio inthe US ... 271 - - -
Loss on early termination of cash flow hedges in the US run—off
POMFOIIO ettt 199 - - -
Loss on sale of an HFC Bank UK secured loan portfolio ...........ccccveeeee. 146 - - -
Refinement of PVIF CalCUlation ...........ccceeueinnnniccceeeeessseseeeens - - (184) -
Loss on sale of vehicle finance portfoliointhe US ... - - - 207
Revenue, excluding underlying adjustments and significant items ......... 26,609 26,906 26,273 26,146
Profit before tax
UNGEIYING oottt 6,421 3,901 832 887
Fair value movement on non—qualifying hedges ..........ccccovvnciccnnnens (345) 193 1,039 310
Loss on sale of several tranches of real estate secured accountsin
tNEUS .o 123 - - -
Loss on sale of the non-real estate portfolio inthe US ..o 271 - - -
Loss on early termination of cash flow hedges in the US run—off
POFOIIO ettt 199 - - -
Loss on sale of an HFC Bank UK secured loan portfolio ... 146 - - -
Refinement of PVIF CalCUlation ...........ccoveeiinnieeeene e - - (184) -
Loss on sale of vehicle finance portfoliointhe US ... - - - 207
Restructuring and other related COStS ..........cvenee 167 267 404 -
UK customer redress programmes ...........coceveeeeenens 953 1,751 875 78
US customer remediation provision relating to CRS .........cccccoveeenininens 100 - - -
Accounting gain arising from change in basis of delivering ill-health
DENEFItS IN UK .o (189) - - -
UK pension credit .. - - (264) -
Payroll tax .......... - - - 5
US accounting gain on change in staff benefits - - - (102)
US mortgage foreclosure and ServiCing COSES ........evrrrrenieeiesieeninenens - 104 257 -
Profit before tax, excluding underlying adjustments and
SIGNIFICANT ITEMS ... 7,846 6,216 2,959 1,385

For footnote, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Principal Retail Banking and Wealth Management business

Reconciliation of reported and constant currency profit/(loss) before tax

Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13as trandation exchange 1H14 as Reported currency
reported  adjustment* rates reported change’ change’

Us$m US$m US$m US$m % %
Net interest iNCOMe ...............oosmerrr. 8,159 (122) 8,037 7,677 (6) e
Net fee income 3,589 (23) 3,566 3,292 8 (8)
Other income™® 748 (47) 701 754 1 8
12,496 (192) 12,304 11,723 (6) (5)

(1,372) 104 (1,268) (1,045) 24 18
Net operating income ... 11,124 (88) 11,036 10,678 4) ®3)
Total operating exXpenses ................... (7,820 129 (7,691) (7,908) @) ®3)
Operating profit .......cccoevereecrrennnns 3,304 41 3,345 2,770 (16) 17)
Income from associates™ ... 197 2 199 216 10 9
Profit beforetax ......coeoveevnicnnenes 3,501 43 3,544 2,986 (15) (16)

Half-year to 30 June 2014 (‘ 1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13

Currency at 1H14 Constant
2H13 as tranglation exchange 1H14 as Reported currency

reported adjustment? rates reported changé? change?
Us$m US$m USsm US$m % %
Net interest inCOMe ......cccoevevrerieneee. 8,119 43 8,162 7,677 (5) (6)
Net fee income 3421 18 3,439 3,292 @) (4)
Other income®® 1,032 (8) 1,024 754 @27 (26)
Net operating income® ....................... 12,572 53 12,625 11,723 @) (@)
[Tl (1,150) 17 (1,133) (1,045) 9 8
Net operating income ...........ccccceeenee. 11,422 70 11,492 10,678 ) @)
Total operating expenses ................... (8,262) (48) (8,310 (7,908) 4 5
Operating profit .....coveeeevrereveeeinrennns 3,160 22 3,182 2,770 (12) (13)
Income from associates™ .................. 188 2 186 216 15 16
Profit beforetaxX ........coocovveervenirneneees 3,348 20 3,368 2,986 (112) (11)

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Principal Retail Banking and Wealth Management business (continued)

Reconciliation of reported and underlying® items

Half-year to
30June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changé?
US$m US$m % uUssm ussm %
Revenue®
REPOMET .....ooovveeeeeeeeeeeeeeee e 11,723 12,496 (6 11,723 12,572 @
Currency trangation adjustment® ...... (192) 53
Acquisitions, disposals and dilutions ... (24) (263) (24) (408)
(1= A1V T2 o 11,699 12,041 ©) 11,699 12,217 4
Operating expenses
REPOIed ..o (7,908) (7,820) 1) (7,908) (8,262) 4
Currency trangation adjustment” ...... 129 (48)
Acquisitions, disposals and dilutions ... 15 176 15 72
UNderlying ...ccoveeveeeeenecrneenseneennenns (7,893) (7,515) (5) (7,893) (8,238) 4
Profit beforetax
(23501014 1= [FUURN RN 2,986 3,501 (15) 2,986 3,348 (12)
Currency trandation adjustment® ...... 43 20
Acquisitions, disposals and dilutions ... (6) (48) (6) (298)
UNderlying .ccveeeveeeeneeneeeneeinenes 2,980 3,496 (15) 2,980 3,070 3)
2013 2012 2011 2010
ussm US$m US$m US$m
Revenue®
REPOMEA ...t bbb 25,068 26,648 26,326 24,560
Currency tranglation adjUStMENt” ............ccc.coceeeevereeereveeereeeeeeeseeeseeeseeeseees (590) (1,528) (786)
Acquisitions, disposals and dilUtioNS ...........c.ccerernienirneneeneneeneeeeneene (631) (1,668) (1,125) (997)
UNGEITYING ettt 24,437 24,390 23,673 22,777
Profit beforetax
REPOMEM ...ttt 6,849 7,083 6,681 5,926
Currency tranglation adjUStMENt” ............cco.coeveeeereverererereeeeeeeseeeseeesseenens - (26) (113) 58
Acquisitions, disposals and dilUtiONS ..o (348) (1,759) (1,332 (1,011)
UNGEITYING 1ttt 6,501 5,298 5,236 4,973

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Principal Retail Banking and Wealth Management business (continued)

Reconciliation of underlying® and significant items

Half-year to
30 June 30 June
2014 2013 Change?
ussm US$m %
Revenue®
UNGEITYING ottt ettt en 11,699 12,041 (3)
Fair value movement on non-qualifying hedges ... 47 47
Provision arising from areview of compliance with the Consumer Credit Act
INENE UK ettt 353 -
Loss on sale of an HFC Bank UK secured [0an portfolio ..........ccooreciennnicecicnninieeens - 138
Revenue, excluding underlying adjustments and significant items .........c.cccoeeveennnecene 12,099 12,226 @
Operating expenses
UNAENYING ottt (7,893) (7,515) 5)
Restructuring and other related COSES ... 18 74
UK customer redress ProgramiMmES .......cvovveeeeeereereressesesesssessssssesssessssssesssssssssssesssensssssesasens 194 412
Accounting gain arising from change in basis of delivering ill-health benefits
INTHE UK s - (189
Operating expense, excluding underlying adjustments and significant items .................... (7,681) (7,218) (6)
2013 2012 2011 2010
ussm ussm ussm us$m
Revenue®
UNGENYING oottt 24,437 24,390 23,673 22,777
Fair value movement on non—qualifying hedges ..........cccoveeennnncnene. (30) (34) (142) (84)
Losson sale of an HFC Bank UK secured loan portfalio ... 146 - - -
Implementation of refinement to PVIF methodology ................... - - (184) -
Revenue, excluding underlying adjustments and significant items ......... 24,553 24,356 23,347 22,693
Profit before tax
UNGENYING oottt 6,501 5,298 5,236 4,973
Fair value movement on non-qualifying hedges ..........cccoveevennerineenene. (30) (34) (142) (84)
Loss on sale of an HFC Bank UK secured loan portfolio ... 146 - - -
Refinement of PVIF calculation ..........ccccoovnecccncneniene. - - (184) -
Restructuring and other related costs . 154 256 404 -
UK customer redress programmes .........cceeeeeeeeeeeereessnensssesssesesennens 953 1,751 875 78
Accounting gain arising from change in basis of delivering ill-health
beENefitS INthe UK ... (189) - - -
UK pension credit ..... - - (264) -
Payroll taX .....ccovvveereierreeeeese s - - - 5
US accounting gain on change in staff benefits - - - (102)
US mortgage foreclosure and Servicing COSES .......covvereerenrenreeenenennenas - 19 60 -
Profit before tax, excluding underlying adjustments and
SIGNIfICANT ITEMS ..o 7,535 7,290 5,985 4,870

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Retail Banking and Wealth Management and Principal RBWM business
Analysis of reported RBWM and Principal RBWM business

Half-year to
30 June 30 June 30June 31 December
2014 2013 Changée’ 2014 2013 Changée’

US$m ussm % ussm us$m %
Net interest income
Reported RBWM .......cccovviricceenne 8,427 9,310 9) 8,427 9,029 (@)
US run-off portfolio ........c.cceeeevenne. 750 1,151 (35) 750 910 (18)
Principal RBWM business ................ 7,677 8,159 (6) 7,677 8,119 (5)
Net fee income/(expense)
Reported RBWM .......ooovevvveeneinen, 3,291 3,586 (®) 3,291 3435 (@)
US run-off portfolio ... (1) (3) (67) @) 14
Principal RBWM business ................ 3,292 3,589 ®) 3,292 3421 (4
Other income/(expense)®®
Reported RBWM .......cccovvreceenne 605 393 54 605 987 (39)
US run-off portfolio .......... (149) (355) (58) (249) (45) 231
Principal RBWM business ................ 754 748 1 754 1,032 27)
Net operating income*
Reported RBWM .......cccovvrieceenne 12,323 13,289 ) 12,323 13,451 8)
US run-off portfolio ........c.cceeeeevcenne. 600 793 (24) 600 879 (32
Principal RBWM business ................ 11,723 12,496 (6) 11,723 12,572 @)
Lics’
Reported RBWM ......ooooervveeneinen, (1,225) (1,768) 31 (1,225) (1,459) 16
US run-off portfolio ..........cccveeunee. (180) (396) 55 (180) (309) 42
Principal RBWM business ................ (1,045) (1,372 24 (1,045) (1,150) 9
Net operating income
Reported RBWM .......cccovvneceenne 11,098 11,521 4) 11,098 11,992 @)
US run-off portfalio .......... 420 397 6 420 570 (26)
Principal RBWM business ................ 10,678 11,124 4) 10,678 11,422 @)
Total operating expenses
Reported RBWM ......ooooevvvnneienen, (8,269) (8,451) 2 (8,269) (8,797) 6
US run-off portfolio ........ccccevrieneee (361) (631) 43 (361) (535) 33
Principal RBWM business ................ (7,908) (7,820) Q) (7,908) (8,262) 4
Operating profit/(loss)
Reported RBWM .......cccovvrercenenn 2,829 3,070 (8) 2,829 3,195 (11)
US run-off portfolio ........c.coceeeeeeeenne. 59 (234) 59 35 69
Principal RBWM business ................ 2,770 3,304 (16) 2,770 3,160 (12)
Income from associates™
Reported RBWM .......cccovvvinccenne 216 197 10 216 187 16
US run-off portfalio .......... - - - - 1) (200)
Principal RBWM business ................ 216 197 10 216 188 15
Profit/(loss) before tax
Reported RBWM .......cccovvreceenne 3,045 3,267 ) 3,045 3,382 (20)
US run-off portfolio ........c.cceeeeeeenne. 59 (234) 59 34 74
Principal RBWM business ................ 2,986 3,501 (15) 2,986 3,348 (11)

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Reconciliation of management view of Retail Banking and Wealth Management and Principal
RBWM business revenue

Half-year to
30Jun 30 Jun 31 Dec
2014 2013 2013
usSsm ussm uUS$m
Retail Banking and Wealth Management business
Current accounts, Savings and AEPOSITS .....ccuvvreererreriresieeeerereseseesesesesssessesesesesessesesessssanses 2,914 2,785 2,928
WEBIEN PrOTUCES ...ttt 3,196 3,187 3,145
Investment distribution® ..... 1,721 1,852 1,733
Life insurance manufacturing ... 908 760 888
Asset Management ............... . 567 575 524
PErsoNal [ENAING .....coviueeiieieieieirie ettt 6,410 6,778 6,538
MOTTQBOES .....oeerieeieie ettt r e r e 2,302 2,501 2,299
Credit cards ........ccovvunenee . 2,168 2,244 2,206
Other Personal [ENAING ........ccveiveeiiieiessise sttt ss s 1,940 2,033 2,033
(01111 OO (197) 539 840
NEt OPEratiNg iNCOME™ .......oovvrieeresisesiseesiessss sttt s s st nnes 12,323 13,289 13,451
USrun-off
Current accounts, Savings and AEPOSITS .....ccuvureererrerirerieeeerereseseeesesesesesessesesesesessesesessessnses - - -
WEAILN PIOUUCLS .....ceciiiieieii ettt - - -
Investment distribution® . — - -
Lifeinsurance ManUfaCIUNING ......ccccoveeerrinireseesens s seeeesesesssesse e sessses e sesessssesesenses - - -
ASSEL MBNAGEMENT ...ttt et n b e — - -
Personal lending ....... . 698 744 735
Mortgages ... . 698 891 715
Credit cards ........ccccueuee. . — - -
Other PErsonal [ENAING .......ovvverieeieieeiesises sttt ettt enses - (147) 20
(0111 1= OO (98) 49 144
Net OPErating iINCOME'™ ...........ooueveceeeeeieeeeeseeeeeee s seesssee s sses s ssees s ssse s sses e sssessesens 600 793 879
Principal Retail Banking and Wealth Management business
Current accounts, SaViNgs and AEPOSIES ..........cvceerririririiricceieees et 2,914 2,785 2,928
Wealth products .........cccoeeeeeeneneninene . 3,196 3,187 3,145
Investment distribution® ... . 1,721 1,852 1,733
Life insurance ManufaCtUring ............ocecceeuennnniceeiee e 908 760 888
ASSEL MBNAJEMENT ... b s 567 575 524
Personal lending . 5,712 6,034 5,803
MOTTJAOES ...t 1,604 1,610 1,584
CEAIE CAMTS ...ttt bbbt eb bt 2,168 2,244 2,206
Other PErsonal IENAING™ ..........ocvueveceeeeeeeeeeeeeeeees e snees 1,940 2,180 2,013
OUNEIT ..ottt eSS sssRes e sest e (99) 490 696
Net operating income™ . 11,723 12,496 12,572

For footnotes, see page 96.
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HSBC HOLDINGS PLC

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Management view of total operating income/(expense) of Retail Banking and Wealth Management

business

30 June 2014 compared with 30 June 2013

Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14
1H13as trandation exchange 1H14 as
reported  adjustment™ rates reported
US$m ussm ussm ussm
Current accounts, savings and
deposits.... 2,785 (16) 2,769 2,914
Weslth products................. 3,187 (15) 3,172 3,196
Investment distribution®®...... 1,852 ®©) 1,849 1,721
Life insurance manufacturing ....... 760 (19 741 908
Asset management 515 7 582 567
Personal 1ending ..........coceveeiveniueinenes 6,034 (121) 5,913 5,712
MOrtgages........cooereeeereneeereecreeeeas 1,610 35 1,645 1,604
Credit cards ........cccveueene 2,244 (52) 2,192 2,168
Other personal lending®™................. 2,180 (104) 2,076 1,940
(07101 T 490 (40) 450 (99)
Net operating income® .........c....ooo... 12,496 (192) 12,304 11,723

30 June 2014 compared with 31 December 2013

Reported
change?
%

@)
19

®
©)
©)
(11)

(6)

Constant
currency

change?
%

(7)
23
(©)
®
@)
@)
()

(©)

Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14
2H13 as tranglation exchange 1H14 as
reported  adjustment™ rates reported
Ussm ussm us$m ussm
Current accounts, savings and
dEPOSILS.....vveeeeeireeieree e 2,928 15 2,943 2,914
Weslth products................. 3,145 10 3,155 3,196
Investment distribution™................ 1,733 13 1,746 1,721
Life insurance manufacturing ....... 888 9) 879 908
Asset management 524 6 530 567
Personal [ending ..........ccceveeivenieninenes 5,803 37 5,840 5,712
MOrtQages.......ceevererreeeerresieereienens 1,584 32 1,616 1,604
Credit cards ........cccoveuuee 2,206 2 2,208 2,168
Other personal lending™... 2,013 3 2,016 1,940
OhEr® ... 696 (9) 687 (99
Net operating income’® ................... 12,572 53 12,625 11,723

For footnotes, see page 64.

20

Reported
change?
%

@
2
@
1
@
4

©

Constant
currency

change’
%

@
1
@
3
7
@
®

@
4

U]



HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

US run-off

Reconciliation of reported and underlying® items

Half-year to
30 June 30 June 30June 31 December
2014 2013 Changée? 2014 2013 Changée?
UsS$m US$m % US$m US$m %
Revenue®
(235 01014 1= [BUN RN 600 793 (24) 600 879 (32
Acquisitions, disposals and dilutions ... — 105 - -
UNderlying ...ccveeeveneeeeneeneenenecnenns 600 898 (33 600 879 (32
Operating expenses
RePOrted .......cvvevmreereeereereereees (361) (631) 43 (361) (535) 33
Acquisitions, disposals and dilutions ... — 14 — —
UNderlying ...c.cveeeeveeeeeneeineerneneeienes (361) (617) 41 (361) (535) 33
Profit beforetax
RepOrted ......ccovvvevecicieierreeee 59 (234) 59 34 74
Acquisitions, disposals and dilutions ... — 120 — —
Underlying ....cccocevvecccrennneee 59 (114) 59 34 74
2013 2012 2011 2010
ussm US$m US$m US$m
Revenue®
Reported ........covevenieenecneireene 1,672 2,396 1,745 2,935
Currency trandation adjustment® ... - - -
Acquisitions, digposals and dilULiONS ..........cccceeeeererineenensensnenseessesesesseennens 106 (58) — (84)
UNGEIYING oottt 1,778 2,338 1,745 2,851
Profit beforetax
LS 0101 1= [T (200) (1,274) (4,472) (4,066)
Currency translation adjusStment’ ...........c..oevvereeeevessveseseeeesess s - - -
Acquisitions, disposals and dilULiONS ... 120 27 68 (20)
UNGEIYING oottt (80) (1,247) (4,404) (4,086)

For footnotes, see page 63.
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HSBC HOLDINGS PLC

US run-off (continued)

Reconciliation of underlying® and significant items

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30June 30 June
2014 2013 Changée?
US$m US$m %
Revenue®
UNAENYING ettt 600 898 (33)
Fair value movement on non-qualifying hedges ... 188 (263)
Loss on sale of several tranches of real estate secured accountsintheUS ...t 15 1
Loss on sale of the non-real estate portfolio iN CML .......cccveeeiervceeeessee s - 271
Loss on early termination of cash flow hedgesin the US run-off portfolio .........cccccevuuee - 199
Revenue, excluding underlying adjustments and significant items .........c.cococeeeceennnenens 803 1,106 27)
Operating expenses
UNAENYING ottt bbbttt (361) (617) 41
Restructuring and other related COSES .........ovrriiiiiiieieierrreecee et & 11
US customer remediation provision relating to CRS .........ovrriiinvreeieerres e - 100
Operating expense, excluding underlying adjustments and significant items .................... (358) (506) 29
2013 2012 2011 2010
US$m US$m US$m US$m
Revenue®
UNAENTYING ottt bbb 1,778 2,338 1,745 2,851
Fair value movement on non-qualifying hedges ...........ccccovvreecicnnninnee (315) 227 1,181 394
Loss on sale of several tranches of real estate secured accounts
INTNEUS .ot 123 - - -
Loss on sale of the non-real estate portfolio inthe US ... 271 - - -
Loss on early termination of cash flow hedgesin the US
TUN-OFf POIFOIIO ... 199 - - -
Loss on sale of vehicle finance portfoliointhe US ... — — - 207
Revenue, excluding underlying adjustments and significant items ......... 2,056 2,565 2,926 3,452
Profit beforetax
UNAENTYING ottt ennn (80) (1,247) (4,404) (4,086)
Fair value movement on non-qualifying hedges ...........ccccovveeicienninennee (315) 227 1,181 394
Loss on sale of several tranches of real estate secured accounts
INTREUS ... 123 - - -
Loss on sale of the non-real estate portfolio inthe US ... 271 - - -
Loss on early termination of cash flow hedgesin the US
TUN-OFf POIFOIIO ..o 199 - - -
US customer remediation provision relating to CRS .........ccoveeieineninee 100 - - -
Loss on sale of vehicle finance portfoliointhe US ..........ccoeeiinnnnnee - - - 207
Restructuring and other related costs 13 11 - -
US mortgage foreclosure and SErvicing COSES .......ovvrrirenrenieeienereneenas — 85 197 —
Profit before tax, excluding underlying adjustments and
SIGNITICANT ITEIMS ... 311 (924) (3,026) (3,485)
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Retail Banking and Wealth Management — HSBC Finance

Reconciliation of reported and underlying? items

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changée’
uUS$m US$m % US$m US$m %
Revenue®
REPOMEd ... 600 793 (24) 600 879 (32
Acquisitions, disposals and dilutions ... - 105 - -
UNErYiNg ...ceeeeeeereeeeereereeeeeseeeenenes 600 898 (33) 600 879 (32
Profit/(loss) before tax
[ 23501014 1='o [BUNN R 59 (234) (125) 59 34 74
Acquisitions, disposals and dilutions ... - 120 - -
(102 A1V T2 o 59 (114) (152) 59 34 74
USsbn USshn % USsbn USs$bn %
Average RWAs
Average reported RWAS ... 74 99 (25) 74 83 (12)
Currency trangation adjustment? ... - - -
Average underlying RWAs ............... 74 99 (25) 74 83 (12)

For footnotes, see page 63.

23



HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Commercial Banking

Reconciliation of reported and constant currency profit/(loss) before tax

Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13as trandation exchange 1H14 as Reported currency
reported  adjustment® rates reported change? change?
US$m US$m US$m US$m % %
Net interest inCOMe .......cocvvvvreveeeenee. 5,050 (75) 4,975 5,184 3 4
Net feeincome 2,337 (6) 2,331 2,413 3 4
Net trading inCOMe .......cccoveeeecrennnne 346 (13) 333 336 3 1
Net income from financial instruments
designated at fair value................... 104 3 107 124 19 16
Gains less |osses from financial
INVESIMENES ..o (6) Q) @ 24
Net earned insurance premiums ........ 748 ) 741 636 (15) (24)
Other operating income/(expense)
(including dividend income) ......... (12) (1) (12) 95
Total operatingincome .........c......... 8,568 (200) 8,468 8,812 3 4
Net insurance claims' ... (705) = (705) (696) 1 1
Net operating income® ..........c...ooe..t 7,863 (100) 7,763 8,116 3 5
LICS v (1,160) 18 (1,142 (562) 52 51
Net operating income ..........cccceeuee. 6,703 (82) 6,621 7,554 13 14
Operating eXPeNSeS ........covueueueeeuennens (3,337) 88 (3,249 (3,588) (8) (10)
Operating profit ......cccceeenvvreenenens 3,366 6 3,372 3,966 18 18
Income from associates™ ..o, 767 10 777 805 5 4
Profit beforetax .......ccoeeevvveeenenee 4,133 16 4,149 4,771 15 15
Half-year to 30 June 2014 (‘ 1H14') compared with half-year to 31 December 2013 (‘2H13")
2H13
Currency at 1H14 Constant
2H13 as trandlation exchange 1H14 as Reported currency
reported adjustment® rates reported changé? change’
USsm US$m US$m US$m % %
Net interest income ........cccceeveevevenee. 5,150 10 5,160 5,184 1 —
Net feeincome .......cccceevvevecvvcennenne 2,380 19 2,399 2,413 1 1
Net trading income .......c.cceeeevrennnee 303 (@] 296 336 11 14
Net income from financial instruments
designated at fair value................... 228 7 235 124 (46) (47)
Gains less|osses from financial
INVESIMENtS ......ocvveveeieeceeere 7 1 8 24 243 200
Net earned insurance premiums ........ 627 3 630 636 1 1
Other operating income (including
dividend income) ...........ccovuviueuees 647 1) 646 95 (85) (85)
Total operating incCOMe .........ccceuvueuee. 9,342 32 9,374 8,812 (6) (6)
Net insurance claims™® (840) (9) (849) (696) 17 18
Net operating income® 8,502 23 8,525 8,116 5) 5)
(L= (1,224) (14) (1,238) (562) 54 55
Net operating income ...........coveeeueee 7,278 9 7,287 7,554 4 4
Operating eXPenSeS ........c.oeerueeerernens (3,712) (8) (3,720) (3,588) 3 4
Operating profit .....coveeeevrereveeeinrennns 3,566 1 3,567 3,966 11 11
Income from associates™ ... 742 1 743 805 8 8
Profit beforetax ........ccoeoevvvenircnenee. 4,308 2 4,310 4,771 11 11

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Commercial Banking (continued)

Reconciliation of reported and underlying? items

Half-year to
30June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changé?
US$m USsm % US$m US$m %
Net interest income
REPOMEd ... 5,184 5,050 3 5,184 5,150 1
Currency trangation adjustment® ...... (75) 10
Acquisitions, disposals and dilutions ... (9) (69) (9) (51)
Underlying .ocoeeveeeeeeverseeeceses 5175 4,906 5 5,175 5,109 1
Other operating income/(expense)
[ 23501014 1="o [BUNN N 81 (129) 81 640 (87)
Currency trandation adjustment” ...... - -
Acquisitions, disposals and dilutions ... (7) (4) (7) (467)
Underlying .....ccocevernenicneneres 74 (23) 74 173 (57)
Revenue®
REPOMEd ... 8,116 7,863 3 8,116 8,502 (5)
Currency trandation adjustment® ...... (100) 23
Acquisitions, disposals and dilutions ... (20) (98) (20) (535)
UNderlying ....coecveeeeevveeeeeeseeienes 8,096 7,665 6 8,096 7,990 1
Lics
(25 0 81='s [N (562) (1,160) 52 (562) (1,224) 54
Currency trandation adjustment” ...... - 18 - (14)
Acquisitions, disposals and dilutions ... (1) (1) (2) 3)
UNErYiNG ovoeeeeeerereereeseeeeseeienes (563) (1,143) 51 (563) (1,241) 55
Operating expenses
REPOMEd.......ocveeceereeireee e (3,588) (3,337) (8) (3,588) (3,712) 3
Currency translation adjustment* - 88 = (8)
Acquisitions, disposals and dilutions ... 8 54 8 34
UNderlying ....cceeveeeeevveeeeeeeeeienes (3,580) (3,195) (12 (3,580) (3,686) 3
Underlying cost efficiency ratio ........ 44.2% 41.7% 44.2% 46.1%
Income from associates™
[ 23501014 1= ISR 805 767 5 805 742 8
Currency trangation adjustment® ...... 10 1
Acquisitions, disposals and dilutions ... - (5) - 25
Underlying ... 805 772 4 805 768 5
Profit beforetax
REPOMEd ... 4,771 4,133 15 4,771 4,308 11
Currency trandation adjustment® ...... - 16 - 2
Acquisitions, disposals and dilutions ... (13) (51) (13) (479)
Underlying .ocoveveeeeeevesseeeeceses 4,758 4,098 16 4,758 3,831 24
2013 2012 2011 2010
US$m US$m US$m US$m
Revenue®
Reported ........coovevvrnececicicininens 16,365 16,551 15,611 13,834
Currency trandation adjustment® ... (329) (856) (401)
Acquisitions, disposals and dilUtioNS ..........c.cceeureerneeeenseneeneeseseeeseeeeene (588) (781) (400) (540)
UNGEITYING ettt 15,777 15,441 14,355 12,893
Profit beforetax
REPOMEA ...ttt 8,441 8,535 7,947 6,090
Currency translation adjuStment” ............ccc.cocoueeeeeeeeeeeerereeeeeeeeeeeeeeeeeeeneees (96) (275) (94)
Acquisitions, digposals and dilULiONS .........cccceeeererineemneneeenseesseseseseseennens (519) (845) (361) (414)
UNAENTYING ottt 7,922 7,594 7,311 5,582

For footnotes, see page 63.
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HSBC HOLDINGS PLC

Commercial Banking (continued)
Reconciliation of underlying® and significant items

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30June 30 June
2014 2013 Changé?
US$m US$m %
Revenue®
UNAENYING vttt 8,096 7,665 6
Provision arising from areview of compliance with the Consumer Credit Act
INENE UK ettt 14 -
Revenue, excluding underlying adjustments and significant items ..........c.coeeeevccciennnens 8,110 7,665 6
Operating expenses
UNGENYING otttk (3,580) (3,195) (12)
Restructuring and other related COSES .........oviriiciciiiec e 6 22
UK customer redress ProgramMES .........cccoeeeuereuereresieseseesessseesesesessssssesesssssssssesssensssssesesens 20 -
Accounting gain arising from changein basis of delivering ill-health benefits
INTNE UK oot - (160)
Operating expense, excluding underlying adjustments and significant items (3,554) (3,333) 7
Underlying COost EffiCIEBNCY TaI0 .......c.cvueverriiririireceieieeers et 44.2% 41.7%
Half-year to
30June 30 June 30June 31 December
2014 2013 Changé? 2014 2013 Changé?
usSsm UsS$m % ussm ussm %
Profit beforetax
Underlying ....ccceeveeineeeceeeseees 4,758 4,098 16 4,758 3,831 24
Provision arising from areview of
compliance with the Consumer
Credit Actinthe UK ........cccccenee. 14 - 14 -
Restructuring and other related costs 6 22 6 9
UK customer redress programmes ... 20 - 20 148
Accounting gain arising from change
in basis of delivering ill-health
benefitsinthe UK ......ccooevvevevennee - (160) - -
Profit before tax, excluding underlying
adjustments and significant items . 4,798 3,960 21 4,798 3,988 20
2013 2012 2011 2010
US$m US$m US$m US$m
Revenue®
UNAENTYING .ttt 15,777 15,441 14,355 12,893
Refinement of PVIF calCulation ... - - (62) -
Revenue, excluding underlying adjustments and significant items ......... 15,777 15,441 14,293 12,893
Profit beforetax
UNAENTYING ottt 7,922 7,594 7,311 5,582
Implementation of refinement to PVIF methodology ...........cccevreeenene - - (62) -
Restructuring and other related COSES ..o 31 62 122 -
UK customer redress programimes .........c.ceveececeeeeeereessnesesssseesssesesesnens 148 258 23 —
Accounting gain arising from change in basis of delivering ill-health
DENEfItSINthE UK ... (160) - - -
UK pension Credit ........c.coceeennennenecnccnennnns - - (212) -
US accounting gain on change in staff benefits ... - - - (16)
PAYTOI 18X ...t - - - 3
Profit before tax excluding underlying adjustments and significant
TEEIMIS oottt bbb 7,941 7,914 7,182 5,569

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Global Banking and Markets

Reconciliation of reported and constant currency profit/(loss) before tax

Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13as trandation exchange 1H14 as Reported currency
reported  adjustment® rates reported change? change?
US$m US$m US$m US$m % %
Net interest inCome ........coeeeeerenenne 3,334 (63) 3,271 3,602 8 10
Net feeincome ....... 1,818 (18) 1,800 1,939 7 8
Net trading income 5,606 184 5,790 2,790 (50) (52)
Net income/(expense) from financial
instruments designated at
far ValUue ....coveeeveeeeseereesereeienes (961) (70) (1,031) 743
Gains less losses from financial
INVESIMENES .....oooooeeeeeveeeeesseeeee 597 15 612 462 (23) (25)
Net earned insurance premiums 3 (0] 2 2 (33) -
Other operating income (including
dividend inCOME) ......ccccovvrveererrenne 266 (6) 260 254 5) ()]
Total operatingincome ................... 10,663 41 10,704 9,792 (8) 9
Net insurance claims™ ........c..cccoeeeeee. (1) — (1) (1) — —
Net operating income® ............co...... 10,662 41 10,703 9,791 ) )
[Tl (174) (16) (190) (49) 72 74
Net operating income .........ccceuuneee. 10,488 25 10,513 9,742 @) (@)
Operating EXPENSES .......cccvvrerereerernens (5,007) (74) (5,081) (4,958) 1 2
Operating profit ....coceeeeverveecnrenennns 5,481 (49) 5,432 4,784 (23) (12)
Income from associates™ ..................... 242 3 245 249 3 2
Profit beforetax .....cccovvevecvrennne 5,723 (46) 5,677 5,033 (22) (12)

Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14 Constant
2H13 as tranglation exchange 1H14 as Reported currency
reported adjustment® rates reported changé? change?
US$m ussm uS$m USsm % %
Net interest inCOMe ......c.cocvvvvreveeenenee. 3,432 4 3,436 3,602 5 5
Net feeincome .......... 1,664 1 1,665 1,939 17 16
Net trading income ... 1,174 (58) 1,116 2,790 138 150
Net income from financial instruments
designated at fair value .................. 1,560 90 1,650 743 (52) (55)
Gains less losses from financial
INVESIMENLS ..o 150 (€] 149 462 208 210
Net earned insurance premiums ........ 3 (0] 2 2 (33) -
Other operating income (including
dividend inCOME) .......cccoevvrurueenenene 533 5 538 254 (52) (53)
Total operating income .... 8,516 40 8,556 9,792 15 14
Net insurance claims™ .. 2 1 (€)) 1) 50 -
Net operating income® .. 8,514 41 8,555 9,791 15 14
LICS oo (33) (5) (38) (49 (48) (29)
Net operating income ... 8,481 36 8,517 9,742 15 14
Operating expenses ... (4,953) (80) (5,033) (4,958) ©) 1
Operating profit ............ 3,528 (44) 3,484 4,784 36 37
Income from associates™ ... 190 1) 189 249 31 32
Profit before taxX ........c.oeeeveernenirnenenes 3,718 (45 3,673 5,033 35 37

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Global Banking and Markets (continued)

Reconciliation of reported and underlying?items

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change’ 2014 2013 Changé’
US$m uUsS$m % US$m US$m %
Net interest income
[ 23501014 1="o [BNR 3,602 3,334 8 3,602 3,432 5
Currency translation adjustment® ...... (63) 4
Acquisitions, disposals and dilutions ... (5) (26) (5) (21)
Underlying ... 3,597 3,245 11 3,597 3,415 5
Other operating income
REPOIted ....cooveveeieeccece e 222 201 10 222 469 (53)
Currency trandation adjustment® ...... (8) 4
Acquisitions, disposals and dilutions ... (5) (1) (5) (397)
Underlying .o 217 182 19 217 76 186
Revenue®
REPOMEd ... 9,791 10,662 8 9,791 8,514 15
Currency trandation adjustment® ...... 41 41
Acquisitions, disposals and dilutions ... (12) (57) (12) (434)
UNErYiNG oveeeeeeerereereeseeeeseieienes 9,779 10,646 (8) 9,779 8,121 20
Lice
REPOMEd ... (49) (274) 72 (49) (33) (48)
Currency trandation adjustment® ...... (16) 5)
Acquisitions, disposals and dilutions ... - - - -
Underlying ....ccceeveeireecseeesees (49) (190) 74 (49) (38) (29)
Operating expenses
(23501014 1= 1SN (4,958) (5,007) 1 (4,958) (4,953) 0)
Currency trangation adjustment” ...... (74) (80)
Acquisitions, disposals and dilutions ... 3 45 8 31
UNAENYING oo (4,955) (5,036) 2 (4,955) (5,002) 1
Underlying cost efficiency ratio ........ 50.7% 47.3% 50.7% 61.6%
Income from associates™
REPOMEd......veiiiieieee s 249 242 3 249 190 31
Currency trandation adjustment® ...... 3 @
Acquisitions, disposals and dilutions ... - (4) - 38
Underlying .ocoveveeeeeevesseeeeceses 249 241 3 249 227 10
Profit beforetax
[ 23501014 1="o [BUNR 5,033 5,723 (12) 5,033 3,718 35
Currency translation adjustment® ...... (46) (45)
Acquisitions, disposals and dilutions ... (9) (15) (9) (366)
UNErYiNg .cevveeeeveeeeereeseeeseeienes 5,024 5,662 (112) 5,024 3,307 52
US$bn USsbn US$bn US$hbn
Average RWAs
REPOEd ... 504 415 21 504 423 19
Currency transation adjustment? ..... = 1 = 1
Acquisitions, disposals and dilutions ... (1) (7) (1) 3)
Underlying ....ccceeveeineeeseeeseees 503 409 23 503 421 19

For footnotes, see page 63.
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HSBC HOLDINGS PLC

Global Banking and Markets (continued)

Reconciliation of reported and underlying?®items

Revenue*
Reported

Currency tranglation adjustment”
Acquisitions, disposals and dilutions

Underlying
Profit before tax
Reported

Currency trandation adjustment*
Acquisitions, disposals and dilutions

Underlying

For footnotes, see page 63.
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2013 2012 2011 2010
US$m Ussm Ussm uUssm
19,176 18,273 17,057 18,912
(253) (685) (257)
(461) (221) (184) (890)
18,715 17,799 16,188 17,765
9,441 8,520 7,049 9,215
(247) (345) (190)
(429) (529) (352) (777)
9,012 7,844 6,352 8,248




HSBC HOLDINGS PLC

Global Banking and Markets (continued)
Reconciliation of underlying® and significant items

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30June 30 June
2014 2013 Changé?
ussm US$m %
Revenue®
L0410 1= 4 YT o PP RRTT 9,779 10,646 8
Debit valuation adjustment 0N derivative CONIACLS .........cccovrieeieniririeeeeseses e 155 (451)
Fair value movement on non-qualifying NEAGES ... sessesees (50) 18
Revenue, excluding underlying adjustments and significant items .........cccoceeererenveeseieisneseseeeeeenns 9,884 10,213 (©))
Operating expenses
UNGEITYING etttk b et b ettt eb s (4,955) (5,036) 2
Restructuring and Other relafed COSES .......uiuuiumiiniinirieeirirre e seseesens 9 8
UK customer redress programmes ..... 20 -
Madoff-related litigation costs .... - 298
Accounting gain arising from change in basis of delivering ill-hedth benefitsinthe UK ................... - (81)
Operating expense, excluding underlying adjustments and significant items .........ccoceeeeeevrennnne. (4,926) (4,811) 2
Half-year to
30June 30 June 30June 31 December
2014 2013 Changé? 2014 2013 Changé?
usSsm UsS$m % US$m ussm %
Profit beforetax
Underlying ....cccoovveveccenreesnnnees 5,024 5,662 (112) 5,024 3,307 52
Debit valuation adjustment on
derivative contracts ...........ccccceeenne 155 (451) 156 346
Fair value movement on non-
qualifying hedges ..........ccccoevnunae. (50) 18 (50) 1)
Restructuring and other related costs 9 8 9 5
UK customer redress programmes ... 20 - 20 134
Madoff-related litigation costs .......... - 298 - -
Accounting gain arising from change
in basis of delivering ill-health
benefitsinthe UK ... — (81) - -
Profit before tax, excluding underlying
adjustments and significant items . 5,158 5,454 (5) 5,159 3,791 36
2013 2012 2011 2010
US$m US$m ussm US$m
Revenue®
UNAENTYING ottt 18,715 17,799 16,188 17,765
Debit valuation adjustment on derivative CONtracts ...........c.coverereuennnne (106) (518) - -
Fair value movement on non-qualifying hedges ..........cccoveeeennricecnne. 14 39 (89) 308
Revenue, excluding underlying adjustments and significant items ......... 18,623 17,320 16,099 18,073
Profit beforetax
UNAENTYING ottt 9,012 7,844 6,352 8,248
Debit valuation adjustment on derivative CONtracts .........c.coveeeererrenennas (206) (518) - -
Fair value movement on non-qualifying hedges ..........cccoeeeveversececnnne. 14 39 (89) 308
Restructuring and other related costs 19 62 156 -
UK custome redreSS ProgramimeS ........ccoeeeeeeeereressseesssesesssssseseesesssessens 134 331 - -
Madoff-related litigation COSLS .........ccieeuereirinnirceceeree e 298 - - -
Accounting gain arising from change in basis of delivering ill-health
DENEfitSINThE UK ..ot (82) - - -
UK PENSION CrEdit .....eeieiireeieicirisesie et - - (111) -
US accounting gain on change in staff benefits - - - 19
PAYTOI t8X ....vviviiiiiici e - - (13) 307
Profit before tax, excluding underlying adjustments and
SIGNIfICANT ITEMS ...veviieeeeeeese e 9,290 7,758 6,295 8,849

For footnotes, see page 63.
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HSBC HOLDINGS PLC

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Management view of total operating income/(expense) of Global Banking and Markets

Reconciliation of reported and constant currency total operating income

Rates ...
Foreign Exchange .
EQUItIES ..o

Capital FINanCing ..........ccccoeevvereeenennns
Payments and Cash Management .
SeCUrities SErViCeS .....ovvvrnrennnns
Global Trade and Receivables

Finance ......ccocoveeeeeveeveceseenn

Balance Sheet Management ..............
Principal Investments
Debit valuation adjustment ................
Other™® ...

Total operating income ..........cceueee.

Foreign Exchange .
EQUILIES ...

Capital FINanCing .........ccccceeeeverecnenens
Payments and Cash Management .
Securities Services .......covvvvvuenne
Global Trade and Receivables

Finance ......ccocovveeeveeceeieenn,

Balance Sheet Management

Principal Investments ..........
Debit valuation adjustment ..
(07101 T

Total operating income .........cccovveeee.

For footnotes, see page 63.

Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14
1H13as trandation exchange 1H14 as
reported  adjustment® rates reported
UsS$m usSsm US$m US$m
4,070 64 4,134 3,845
488 8 496 593
1,106 30 1,136 1,127
1,833 7 1,840 1,434
643 19 662 691
2,042 9 2,051 2,075
862 8 854 904
847 3 850 846
371 (6) 365 389
1,680 (25) 1,655 1,502
205 10 215 342
451 11 462 (155)
134 17) 117 43
10,662 41 10,703 9,791

Reported
change’
%

(6)
22
2
(22
7

2
5

5

(11
67
(134)
(68)

Constant
currency
change’
%

(7)
20
(1)
(22)
4

1
6

7

)
59
(134)
(68)

Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13

Currency at 1H14
2H13 as transiation exchange 1H14 as
reported adjustment* rates reported
Us$m ussm us$m ussm
2,865 1 2,866 3,845
308 1 309 593
547 @ 546 1,127
1,353 (14) 1,339 1,434
657 15 672 691
1,952 39 1,991 2,075
908 3 911 904
815 9 824 846
370 1 371 389
1,430 2 1,428 1,502
307 11 318 342
(346) (10) (356) (155)
213 (11 202 43
8,514 41 8,555 9,791
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Reported
change?
%

34
93
106

| o oo

N

1
(55
(80)

Constant

currency
change’

%

34
92

(56)
(79)



HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Global Banking and Markets legacy credit

Reconciliation of reported and underlying? items

2013 2012 2011 2010
ussm US$m ussm us$m
Revenue/(expense)*
[ S 070 o PR R 149 (11 165 840
Currency tranglation adjusStment’ ...........c..oceuereeeeevessveeseseesesessssssssesenes 2 ) 13
Acquisitions, disposals and dilULioNS .........c.cceueureerneeeeneeneeneeeseeeneeeans — - - -
UNGEITYING ettt 149 (9) 163 853
Profit before tax
REDOMED ...ooooevveeeeeeeeeeeeeeeeesseeessesseeeessessseessssssseeesssssseeeesssssesesssssseessoes 185 (280) (428) 231
Currency translation adjuStment” ..............o.coooueeeeeeeueeeeeereeeeeeeeeeeeeeeeseenes 6 7 (12
Acquisitions, disposals and dilULioNS ..........c.ccecureeeneeeenieneeneeeseeeneenenns - - - -
L0010 1= 4 Y/ T o TR 185 (274) (421) 219
For footnotes, see page 63.
Reconciliation of underlying® and significant items
Half-year to
30 June 30 June
2014 2013 Changée’
ussm US$m %
Revenue®
176 33 433
176 33 433
2013 2012 2011 2010
ussm ussm ussm us$m
149 ) 163 853
Revenue, excluding underlying adjustments and significant items ......... 149 (9) 163 853
Profit before tax
Underlying 185 (274 (421) 219
NOTEMS .. - - - -
Profit before tax, excluding underlying adjustments and
SIGNITICANT ILEIMS ....eviii e 185 (274) (421) 219

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Global Banking and Markets — excluding legacy credit

Reconciliation of reported and underlying® items

Half-year to
30June 30 June
2014 2013 Change?
ussm US$m %
Revenue' 9,615 10,550 9)
Currency translation adjUSEMENtY ............cco.evveerveeceeeceeeeeeeeeceee s s - 41
Acquisitions, disposals and dilULIONS............c.curiiiieieiersre s (12) (57
UNGENYING vttt bbbttt 9,603 10,534 (12)
2013 2012 2011 2010
US$m US$m US$m US$m
Revenue®
REPOMEA ...ttt 19,027 18,284 16,892 18,072
Currency translation adjuStment” ............coc.cocoueeeeeeeeeeeerereeeeeeeeeeeeeeeeseeseees (255) (683) (270)
Acquisitions, digposals and dilULiONS ..........cccceeeerereneemsreneeesseesseseseseseennens (461) (221) (184) (890)
UNAENTYING oottt 18,566 17,808 16,025 16,912
Profit beforetax
REPOMEA ...ttt 9,256 8,800 7477 8,984
Currency trandation adjustment® ... (154) (352) (a78)
Acquisitions, digposals and dilULiONS .........cc.cceeererineemnenenenseesseseeesssesnnens (429) (529) (352) (777)
UNGEITYING ettt 8,827 8,117 6,773 8,029

For footnotes, see page 63.
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Global Banking and Markets excluding legacy credit (continued)

Reconciliation of underlying®and significant items

Half-year to
30June 30 June
2014 2013 Changé’
ussm US$m %
Revenue®
UNGEITYING ittt ettt b e e sb bbbt 9,603 10,352
Debit valuation adjustment on derivative CONLraCts ...........covveeeceereinininnnenceeeeeesnenens 155 (451)
Fair value movement on non-qualifying hedges ...........ccovverernrrieeeierse e (50) 18
Revenue, excluding underlying adjustments and significant items ..........c.cocooeeececinnnnene 9,708 9,919
2013 2012 2011 2010
US$m US$m US$m US$m
Revenue®
UNAENTYING ottt 18,566 17,808 16,025 16,912
Debit valuation adjustment on derivative contracts . (206) (518) - -
Fair value movement on non-qualifying hedges .........ccccoevevevnerericeennne. 14 39 (89) 308
Revenue, excluding underlying adjustments and significant items ......... 18,474 17,329 15,936 17,220
Profit before tax
UNAENTYING ottt 8,827 8,117 6,773 8,029
Dehit valuation adjustment on derivative contracts . (206) (518) - -
Fair value movement on non-qualifying hedges ..........ccccoevvnncnicnnenas 14 39 (89) 308
Restructuring and other related COSES ..o 19 62 156 -
UK customer redress 134 331 - -
Madoff-related litigation COSES .........cccermrrniiriceieieiernres s 298 - - -
Accounting gain arising from change in basis of delivering ill-health
DENEfitS INThE UK ..o (81) - - -
UK PENSION CTEOIL ...ttt - - (111 -
US accounting gain on change in staff benefits - - - (19
PAYTOI 18X ...t - - (13) 307
Profit before tax, excluding underlying adjustments and
SIGNITICANT ILEMS .o 9,105 8,031 6,716 8,630

For footnotes, see page 63.
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Balance sheet data significant to Global Banking and Markets

North Latin
Europe Asia MENA America America Total
US$m US$m US$m US$m US$m US$m
At 30 June 2014
Trading assets™® ..o, 240,210 50,654 554 42,515 8,051 341,984
Derivative assets’ ........ocovorevereernnes 224,538 47,358 949 53,072 5,867 331,784
Trading liabilities ...... 150,717 18,736 1,294 39,491 3,446 213,684
Derivative liabilities™ ... 265,134 45,948 899 52,197 5,390 369,568
At 30 June 2013
Trading assets'™® ......ovvvevveerreesrieenne 269,959 47,208 443 102,260 7,210 427,080
Derivative assets” .........cooovvvereeien. 236,502 56,577 1,334 67,714 6,031 368,158
Trading liabilities ...... 202,431 15,134 1,241 108,139 3,507 330,452
Derivative liabilities” 286,255 54,413 1,379 65,277 5,496 412,820
At 31 December 2013
Trading assets™® ...... 212,941 39,940 432 38,709 6,660 298,682
Derivative assets” . 227,985 58,911 1,143 57,131 5,971 351,141
Trading liabilities ........ccooeevruervenenn. 137,448 14,335 1,230 38,850 2,823 194,686
Derivative liabilities” ..o 273,086 55,866 1,158 55,105 5,499 390,714

For footnotes, see page 63.

35
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Global Private Banking

Reconciliation of reported and constant currency profit/(loss) before tax
Half—year to 30 June 2014 (‘ 1H14') compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13as trandation exchange 1H14 as Reported currency
reported  adjustment® rates reported change’ change’
US$m ussm ussm ussm % %

Net interest inCOME ........cccocecvveninciens 575 11 586 536 @) 9)
Net feeincome .......ccovvereervenecnnenns 602 2 604 533 (11) (12)
Net trading income .........cccccevviceeee. 230 5 235 159 (31) (32
Net income from financial instruments

designated at fair value. .................. - - - 1
Gains less |osses from financial

INVESEMENES ... 4 - 4 12 200 200
Net earned insurance premiums 6 1 7 19 217 171
Other operating expense

(including dividend income) ......... (261) - (261) (4) 98 98
Total operatingincome ................... 1,156 19 1,175 1,256 9 7
Net insurance claims™ ..............ccc...... (5) — (5) (26)
Net operating income* .........c...ooe... 1,151 19 1,170 1,230 7 5
[0 (14 () (15) (6) 57 60
Net operating income .........ccccceeneee. 1,137 18 1,155 1,224 8 6
Operating exXpenses ..........ccocueeureennnes (1,035 ) (1,042 (868) 16 17
Operating profit .......cccoeevevveecnennns 102 11 113 356 249 215
Income from associates™ ... 6 = 6 8 33 33
Profit beforetax .......ccoeevnvnenenee 108 11 119 364 237 206

Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14 Constant
2H13 as tranglation exchange 1H14 as Reported currency
reported adjustment® rates reported changé? change?
UsSsm US$m USsm US$m % %
Net interest income .......c.cccveeeennne. 571 8 579 536 (6) @)
Net feeincome ....... 548 2 550 533 3 (©)
Net trading income 164 4) 160 159 (©)] @
Net income from financial instruments
designated at fair value................... 4 - 4 1 (75) (75)
Gains less |osses from financial
INVESEMENES ... (7 @ (8) 12
Net earned insurance premiums ........ 10 1 11 19 90 73
Other operating income/(expense)
(including dividend income) ......... 30 - 30 (4)
Total operating incCOMe ........cccceveeee. 1,320 6 1,326 1,256 5) (5)
Net insurance claims™ ...........c.coc...... (32 1 (33) (26) 19 21
Net operating income® ...........cccee...... 1,288 5 1,293 1,230 (5) (5)
(Il (17) 1) (18) (6) 65 67
Net operating income ...........cccceeenee. 1,271 4 1,275 1,224 4) 4
Operating EXPENSES .......ccoceervrereeerenens (1,194) (5) (1,199) (868) 27 28
Operating profit ......c.coceeevervirceieens 77 0] 76 356
Income from associates™ .............oo...... 8 1 9 8 - (12)
Profit beforetax ........ccccevvnnincneee 85 — 85 364

For footnotes, see page 63.
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Global Private Banking

Reconciliation of reported and underlying® items

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change’ 2014 2013 Changé’
US$m uUsS$m % US$m US$m %
Net interest income
(2 07014 = o [F RS 536 575 (7) 536 571 (6)
Currency translation adjustment® ...... 11 8
Acquisitions, disposals and dilutions ... — 3) - (1)
Underlying .....ccocevernenicneneres 536 583 (8) 536 578 (7)
Other operating income/(expense)
REPOIted ....cooveveeieeccece e @) (267) (97) (@) 717
Currency trandation adjustment® ...... - -
Acquisitions, disposals and dilutions ... - - - (1)
Underlying .o (7) (267) 97) (7) 27
Revenue®
REPOMEd ... 1,230 1,151 7 1,230 1,288 5)
Currency trandation adjustment® ...... 19 5
Acquisitions, disposals and dilutions ... — 3) - (2)
Underlying .....ccoeevnnenccniennreenes 1,230 1,167 5 1,230 1,291 5)
Lice
REPOIted ....cocvveeiiiceeeee s (6) (24) 57 (6) 7) 65
Currency trandation adjustment® ...... (€))] 0]
Acquisitions, disposals and dilutions ... — - - —
Underlying ....ccceeveeireecseeesees (6) (15) 60 (6) (18) 67
Operating expenses
(25 0 41='s I (868) (1,035) 16 (868) (1,194) 27
Currency trangation adjustment® ...... @) (5)
Acquisitions, disposals and dilutions ... — 3 - 1
Underlying .....ccoeevnnenccniennreenes (868) (1,039) 16 (868) (1,198) 28
Underlying cost efficiency ratio ........ 70.6% 89.0% 70.6% 92.8%
Income from associates™
REPOIEd.....cocvcieeiiieeeeeee e 8 6 33 8 8 -
Currency trangation adjustment® ...... - 1
Acquisitions, disposals and dilutions ... - - - -
Underlying ....ccoovvevneeecenrennnnes 8 6 33 8 9 (12)
Profit beforetax
REPOEd ... 364 108 237 364 85
Currency translation adjustment® ...... 11 -
Acquisitions, disposals and dilutions ... - — — (2)
Underlying ... 364 119 206 364 84
2013 2010
usS$m US$m
Revenue®
L S 10 8 = TSR 2,439 3,093
Currency translation A0JUSIMENE ..............ooueveeeeeeeeeeeeeeeeeeeeeeseesseeeseees e ss s sees s sssessees s s s s sensessessesser e (6)
Acquisitions, diSPOSaAlS N0 GIULIONS ..ottt s (6) (29)
UNGEITYING ittt b ettt bbbt s e b bt b bt e b bt es st bbbt 2,433 3,058

For footnotes, see page 63.
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Global Private Banking

Reconciliation of underlying® and significant items

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30June 30 June
2014 2013 Change?
ussm US$m %
Revenue®
UNGEITYING 1tttk e bbb 1,230 1,167 5
Fair value movement on non-qualifying hedges ... - 1
Write-off of allocated goodwill relating to GPB Monaco business ...........cccccovveccccnene. - 279
Revenue, excluding underlying adjustments and significant items .........c.cccoceeeeveevnnecens 1,230 1,447 (15)
Operating expenses
UNAEMTYING ottt bbbttt bbbttt es b en e (868) (1,039) 16
Restructuring and other related COSES .........ovrriiicirieieiesrreecee e 2 6
Regulatory investigation provisionSin GPB ............ccceiinnnireiinnsseeesessee s - 119
Operating expense, excluding underlying adjustments and significant items .................... (866) (914) 5
Underlying Cost EffiCIENCY Fali0 ........ccocvuiiiiriiiriiicie e 70.6% 89.0%
Half-year to
30 June 30 June 30June 31 December
2014 2013 Change’ 2014 2013 Changé’
uUssm us$m % US$m US$m %
Profit beforetax
Underlying ..cooveeeeeennnecccee 364 119 206 364 84
Fair value movement on non-
qualifying hedges ..........cccoveeenne - 1 - )
Write-off of allocated goodwill
relating to GPB Monaco business . - 279 - -
Restructuring and other related
COSES vt 2 6 2 67
Regulatory investigation provisions
INGPB ..o - 119 - 233
Profit before tax, excluding underlying 366 524 (30) 366 382 4
adjustments and significant items .
2013 2010
Us$m ussm
Revenue®
L0010 1= 1 Y1 T RS 2,433 3,058
Fair value movement on NoN-qualifying NEAGES ..........ccvvirueiiriirreeer s - 2)
Write-off of allocated goodwill relating to GPB Monaco business 279 —
Revenue, excluding underlying adjustments and significant items .........c.cooeeoirnneeiennnseeesese s 2,712 3,057

For footnotes, see page 63.
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HSBC HOLDINGS PLC

Other

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Reconciliation of reported and constant currency profit/(loss) before tax

Net interest eXpense ......cooveeeevrereenn
Net feeincome ..........
Net trading expense ..
Own credit spread .....
Net expense from financial
instruments designated at
falr value ...
Gains less losses from financial
INVESEMENES ...
Net earned insurance premiums
Other operating income (including
dividend inCOME) ......cccovvrveerrvrnnne

Total operatingincome ...................

Net insurance claims® ..........cocoee.ee..

Net operating income ..........cccceeuee.
Operating eXPeNSES .......cccoeeerereeeeeens
Operating profit/(10SS) .......ccccceeeenne

Income from associates™

Profit/(loss) befor e tax

Net interest expense .........coovvveeeee.
Net feeincome ...
Net trading income/(expense) ...........
Oown credit Spread® ...
Net expense from financial
instruments designated at
fair value .....coeeeiiereeecere
Gains less losses from financial
INVESIMENES ..o
Other operating income (including
dividend inCOME) ........cocecerecvennne

Total operatingincome ...................

Net insurance claims™ ........c.cccceeeeeee.

Net operating income .........ccceeneee.
Operating eXPeNSES ........cccovvvreeeeerennns
Operating loSs .....ooeeeeenenerericceens
Income from associates™ ..........cooooo.....

Lossbeforetax .....cocovveeervrennnenns

For footnotes, see page 63.

Half—year to 30 June 2014 (‘1H14') compar ed with half-year to 30 June 2013 (‘1H13')

1H13

Currency at 1H14
1H13as trandation exchange 1H14 as
reported  adjustment® rates reported
US$m US$m US$m US$m
(376) (5) (381) (221)
61 1 62 1
(169) ©) (176) (120)
(29 4 (15) (215)
(443) 9 (452) (66)
1,213 6 1,212 440
= (€} ® =
3,883 (45) 3,838 2,838
4,150 (63) 4,087 2,657
= O] ) =
4,150 (67) 4,083 2,657
— 1 1 1
4,150 (66) 4,084 2,658
(3,312) 27 (3,285) (3,533)
838 (39) 799 (875)
2 7 9 2
840 (32) 808 (873)

Reported

change?

%

a4
(98)
29

85

(64)

(@7
(36)

(36)

(36)
)

Constant

currency
change?

%

42
(98)
32

85

(64)
100
(26)
(35
100
(35

(35
()

(78)

Half-year to 30 June 2014 (‘ 1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14

2H13 as tranglation exchange 1H14 as
reported adjustment® rates reported
UsS$m ussm us$m ussm
(361) ?3) (364) (221)

3 @ 2 1

175 (©)) 172 (120)
(1,227) (13) (1,240) (215)
(115) 2 (113) (66)

@) 1 - 440
3,027 8 3,035 2,838
1,501 9) 1,492 2,657
1,501 9) 1,492 2,657

- - — 1

1,501 9) 1,492 2,658
(4.484) (9) (4,493 (3,533
(2,983) (18) (3,001) (875)
(16) 1 (15) 2
(2,999) (17) (3,016) (873

39

Reported

changé?

%
39

(67)
82

43

(6)
77

7
7
21

71

71

Constant
currency
change’
%

39
(50)
83

42

(6)
78

78
78
21

71

71



HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Other (continued)

Reconciliation of reported and underlying® items

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changé’
uS$m ussm % uUssm ussm %
Other operating income
(250 a1='s [ 2,814 3,866 (27 2,814 2,895 ?)
Currency translation adjustment® ...... (42) 7
Acquisitions, disposals and dilutions ... 33 (1,091) 33 47
Underlying ..o 2,847 2,733 4 2,847 2,949 3
Revenue®
(20 a1= o [ 2,657 4,150 (36) 2,657 1,501 77
Currency translation adjustment® ...... (72) 4
Own credit spread® ...........coooereereene. 215 19 215 1,227
Acquisitions, disposals and dilutions ... 33 (1,090) 33 47
Underlying .....ccoeevnnenccniennreenes 2,905 3,008 3) 2,905 2,779 5
Operating expenses
REPOMET ... (3,533) (3312) @ (3,533) (4,484) 21
Currency trangation adjustment® ...... 27 9)
Acquisition, disposalson dilutions..... — 23 — 8
Underlying ....ccoovvevnececnennnneenee (3,533) (3,280) (8) (3,533) (4,485) 21
2013 2010
US$m US$m
Revenue®
L S 10 8 = TR 5,651 4,660
Currency translation A0JUSIMENEY ..............ovueeeeeeeeeeeeeeeeeeeeeeeeteeseeeseeess e s s ssseesees s ens s en s senser e (147)
OWN CrEOIT SPIEAA ...ttt b et e b bt ae bbbt st bbb e e nenebne 1,246 63
Acquisitions, digp0SalS AN GiULIONS .........ccocureeireeeirireseseeseseeessseessssssssssss s sssssssssssssssssessssssssssssesssssssessssesnes (1,048) (293)
L8010 1< 1 Y/ T o TSR ETSSSTR 5,849 4,283

For footnotes, see page 63.
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Other (continued)

Reconciliation of underlying® and significant items

Half-year to
30 June 30 June
2014 2013 Change?
US$m US$m %
Revenue’
UNGEITYING ettt ettt et se et sn s e sestenntens 2,905 3,008 (©)]
Net gain on completion of PINg AN diSPOSAl ......cccccoieririiinininiee e - (553)
Fair value movement on non-qualifying hedges .. 138 (96)
Gain on sale of shareholding in Bank of Shangha ...........cccceevrinnnicceeesseeeee (428) -
Foreign exchange gains relating to the sterling debt issued by HSBC Holdings ............... - (442)
Revenue, excluding underlying adjustments and significant items .........c.cccoceoeeeinrnenens 2,615 1,917 36
Operating expenses
L0410 1= 4 YT o TP (3,533) (3,280) (8)
Restructuring and other related costs 44 117
UK DBNK TBUY oottt s (45) 9
Operating expense, excluding underlying adjustments and significant items .................... (3,534) (3,154) (12)
Underlying Cost €ffiCIENCY Fai0 .......ceeeriririeieicereeerece e 121.6% 109.2%
2013 2010
US$m ussm
Revenue
UNGEITYING ittt b et b bbb bt e b bt e et bt ne et bbbt 5,849 4,283
Net gain on completion of PINg AN AiSPOSAl ......ccvveveeeiiirirerieicesinesss e sesenenes (553) -
Fair value movement on NoN-qualifying NEAGES ..........ccoviueiininnreeer s (180) 440
Foreign exchange gains relating to the sterling debt issued by HSBC Holdings (442) -
Gain on sale and leaseback of Paris headQUAITErS ........cceeririrurieeeerisess e sesens — (194)
Revenue, excluding underlying adjustments and Significant items .........cccoeeeevrerveeisrensess e 4,674 4,037

For footnotes, see page 63.

41
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Geographical regions

Europe

Reconciliation of reported and constant currency profit/(loss) before tax
Half-year to 30 June 2014 (‘1H14’) compared with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13 as translation exchange 1H14 as Reported currency
reported adjustment* rates reported change® change?
US$m us$m US$m us$m % %
Net interest inCome ........coeeeeerenenne 5,250 292 5,542 5,244 - 5)
Net feeincome ........cccccvvveccnirenineen 2,969 128 3,097 3,188 7 3
Net trading income ........cccoevveverenenee. 4,339 247 4,586 982 77) (79)
Oown credit Spread® ..., 3 4 7 (159)

Other income/(expense) from
financial instruments designated
at fair value .......ccocveeevncciriieenns (952) (60) (1,012) 1,175
Net income/(expense) from
financial instruments designated

at fair value .......oooeevcciccinnne, (949) (56) (1,005) 1,016
Gains less |osses from financial

INVESIMENES ... 373 24 397 336 (10) (15)
Net earned insurance premiums ........ 1,746 91 1,837 1,574 (20) (14)
Other operating income/(expense)

(including dividend income) ......... (10) (10) (20) 550
Total operating income ................... 13,718 716 14,434 12,890 (6) (1)

Net insurance claims incurred and
movement in liabilities to

(oS TN R e Lo = (2,244) (114) (2,358) (2,017) 10 14
Net operating income’® .................... 11,474 602 12,076 10,873 (5) (10)
[T (846) (43) (889) (266) 69 70
Net operating income ...........cceeeeee. 10,628 559 11,187 10,607 - 5)
Operating eXPeNSES .......ccocoeeerereeeeeens (7,862) (340) (8,202) (8,352) (6) ()]
Operating profit ......cccoevvvrencecnnenns 2,766 219 2,985 2,255 (28) (29)
Income from associates™ .................. 2 8 10 3 50 (70)
Profit beforetax .......ccnriecrenn: 2,768 227 2,995 2,258 (18) (25)
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Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14 Constant
2H13 as tranglation exchange 1H14 as Reported currency
reported adjustment* rates reported changé? change?
ussm uUssm ussm uUssm % %
Net interest income .......c.ccceevevennne 5,443 212 5,655 5,244 4) @)
Net feeincome ....... 3,063 91 3,154 3,188 4 1
Net trading income ... 84 (39) 45 982
Own credit spread® (1,018) (13) (1,031) (159) 84 85
Other income from financial
instruments designated at
falr value ..o 2,385 122 2,507 1,175 (51) (53)
Net income from financial
instruments designated at
falr value ... 1,367 109 1,476 1,016 (26) (31)
Gains less losses from financial
Investments ........ccoceeeeeenne. 6 — 6 336
Net earned insurance premiums ........ 1,412 36 1,448 1,574 11 9
Other operating income (including
dividend income) ...........cccovuvrueines 614 5 619 550 (10) (11)
Total operating inCOME ..........evevee. 11,989 414 12,403 12,890 8 4
Net insurance claims incurred and
movement in liabilities to
policyholders ........cccocoeceecineninene. (2,496) (67) (2,563) (2,017) 19 21
Net operating income’ ............ccoo..u.... 9,493 347 9,840 10,873 15 10
[ L= (684) (20) (704) (266) 61 62
Net operating income ...........coeeeeeee. 8,809 327 9,136 10,607 20 16
Operating eXPEeNSES ........cocoevvreeeeerennns (9,751) (266) (10,017) (8,352) 14 17
Operating profit/(10SS) .......cccoeeveuernne (942) 61 (881) 2,255
Income/(loss) from associates™ ........ 1) - (€)) 3
Profit/(loss) beforetax .........coeevenne (943) 61 (882) 2,258

For footnotes, see page 63.
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Europe

Reconciliation of reported and underlying® items

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changée’
usS$m ussm % uUssm ussm %

Net interest income
REPOIed ..o 5,244 5,250 - 5,244 5,443 (4)
Currency trandation adjustment® ...... 292 212
Acquisitions, disposals and dilutions ... - 13 - 5
UNderlying .ceveeeeveeeeneenenenneeinenes 5,244 5,555 (6) 5,244 5,660 (7
Other operating income
RepOrted .......cveeeneerrecereereeeees 522 (50 522 579 (10
Currency trangation adjustment® ...... (12) 5
Acquisitions, disposals and dilutions ... — (7) - (62)
UNderlying ...ccoveeeveneeeenecrneerneneennenns 522 (69) 522 522 -
Revenue’
REPOIed .......cvveeeereeireeieereereeeeas 10,873 11,474 (5) 10,873 9,493 15
Currency translation adjustment® ...... 598 360
Oown credit Spread® ... 159 3) 159 1,018
Acquisitions, disposals and dilutions ... — 6 - (57)
UNderlying ...ccoveeeveeeeenecnenenneennenns 11,032 12,075 9) 11,032 10,814 2
Lics
REPOIed .....cocvveeerieireeieeree s (266) (846) 69 (266) (684) 61
Currency trandation adjustment® ...... (43) (20)
Acquisitions, disposals and dilutions ... - - - -
UNderlying .ccveeeveeeeneeneesneeienes (266) (889) 70 (266) (704) 62
Operating expenses
RepOrted ..o (8,352 (7,862) (6) (8,352 (9,751) 14
Currency trangation adjustment® ...... (340) (266)
Acquisitions, disposals and dilutions ... — 16 - 12
UNderlying ..ccveeeeveneeeeneerneennecnenns (8,352) (8,186) 2 (8,352 (10,005) 17
Underlying cost efficiency ratio ........ 75.7% 67.8% 75.7% 92.5%
Profit/(loss) before tax
(R3S 01014 (=" [FOUN RN 2,258 2,768 (18) 2,258 (943)
Currency translation adjustment® ...... 223 74
Own credit spread® ...........coooereereene. 159 ©) 159 1,018
Acquisitions, disposals and dilutions ... — 23 - (40)
UNderlying ..cocoveeceeenennccccee 2,417 3,011 (20) 2,417 109

For footnotes, see page 63.

a4




HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Europe

Reconciliation of underlying® and significant items

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changée’
uUS$m US$m % US$m US$m %
Profit/(loss) before tax
UNGENYING ©oovveeeeeeeeeeeeeeeeeeeeeeeseeenees 2,417 3,011 (20) 2,417 109 2,117
Debit valuation adjustment on
derivative contracts .......c.ccceceevrennne 78 (306) 78 242
Fair value movement on non—
qualifying hedges ..........cccoeeeenne 143 (98) 143 (199)

Provision arising from areview of

compliance with the Consumer

Credit Actinthe UK .........ccccceeeee 367 - 367 -
Foreign exchange gains relating to

the sterling debt issued by

HSBC HOldIiNGS ....cocveieieciene - (442) - -
Write—off of allocated goodwill

relating to GPB Monaco business . - 279 - -
Loss on sale of an HFC Bank UK

secured loan portfolio ........ceeee.. - 138 - 8
Restructuring and other related costs 54 103 54 114
UK customer redress programmes ... 234 412 234 823

UK bank [evy ..o (45) 9 (45) 907
Madoff—related litigation costs - 298 =
Regulatory investigation provisions

INGPB ..o - 119 - 198
Accounting gain arising from change

in basis of ddlivering ill-health

benefitsinthe UK ......ccooevvvvcreennnne — (430) — —

Profit before tax, excluding underlying
adjustments and significant items.. 3,248 3,093 5 3,248 2,202 48

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Asia
Reconciliation of reported and constant currency profit/(loss) before tax

Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13 as translation exchange 1H14 as Reported currency
reported adjustment* rates reported changé? change’
ussm ussm USsm ussm % %
Net interest income ........ccoeveevrennnee 5,519 (104) 5,415 6,090 10 12
Net feeincome ....... 3,090 (50) 3,040 2,966 4) 2
Net trading income ... 918 (43) 875 1,329 45 52
Own credit spread® 1 - 1 (5)

Other income/(expense) from
financial instruments
designated at fair value................... (261) - (261) 391

Net income/(expense) from
financial instruments designated

at fair value ......coeeveveveeieeieeeens (260) - (260) 386
Gains less losses from financial

INVEStMENS ......oovvvveereeeeen 1,227 @ 1,226 440 (64) (64)
Net earned insurance premiums ........ 3,583 (4) 3,579 3,835 7 7
Other operating income (including

dividend inCOME) ......ccccoevvveeveenenne 2,470 (29) 2,441 1,209 (51) (50)
Total operatingincome ................... 16,547 (231) 16,316 16,255 2 —
Net insurance claims incurred and

movement in liabilitiesto

policyholders ........cocoveernnnnene. (3,256) 4 (3,252) (4,148) (27) (28)
Net operating income® ............c....... 13,291 (227) 13,064 12,107 9) 7
LICS oot senseeees (198) 12 (186) (216) 9) (16)
Net operating income ...........ccceeee. 13,093 (215) 12,878 11,891 9) 8)
Operating eXPensesS ........c.coeeueeeeenens (4,812 102 (4,710) (5,009 4) (6)
Operating profit ......cccooevveecccnenns 8,281 (113) 8,168 6,882 a7) (16)
Income from associates™ ................... 981 15 996 1,012 3 2
Profit Defor @ tax .................ccoosmerreee 9,262 (98) 9,164 7,894 (15) (14
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14 Constant
2H13 as tranglation exchange 1H14 as Reported currency
reported adjustment* rates reported changé? change?
ussm Us$m Us$m Us$m % %
Net interest income .......c.cceeveevrennee 5,913 (15) 5,898 6,090 3 3
Net feeincome ....... 2,846 (6) 2,840 2,966 4 4
Net trading income ... 1,108 1 1,109 1,329 20 20
Own credit spread® (3) - 3) (5) (67) (67)
Other income from financial
instruments designated at
fair value ..o 577 - 577 391 (32 (32
Net income from financial
instruments designated at
fair value ... 574 - 574 386 (33) (33)
Gains less losses from financial
iNVestments .........cocoeeveeeeneen 48 - 48 440 817 817
Net earned insurance premiums ........ 3,335 2 3,333 3,835 15 15
Other operating income (including
dividend inCOME) ......ccccoevvveeveenenne 1,357 6 1,363 1,209 (11 11
Total operating inCOME ..........evevee. 15,181 (16) 15,165 16,255 7 7
Net insurance claims incurred and
movement in liabilities to
policyholders ..........ccocovnveccnenne (4,040) 1 (4,039) (4,148) (©)] 3
Net operating income’ ............ccoo..u.... 11,141 (15) 11,126 12,107 9 9
[ L= (300) - (300) (216) 28 28
Net operating income ...........cccceeeneee. 10,841 (15) 10,826 11,891 10 10
Operating eXPeNSES ........ccoevvreeeeerennns (5,124) 3 (5,121) (5,009) 2 2
Operating Profit .......cccceceveeereeceenenas 5,717 (12) 5,705 6,882 20 21
Income from associates™ .................. 874 2 876 1,012 16 16
Profit beforetax .......cccovvvcecvicnenne. 6,591 (10) 6,581 7,894 20 20

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Asia

Reconciliation of reported and underlying® items

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changée’
usS$m US$m % US$m US$m %
Net interest income
REPOIed ..o 6,090 5,519 10 6,090 5,913 3
Currency trandation adjustment® ...... (104) (15)
Acquisitions, disposals and dilutions ... - - - -
UNderlying .ceveeeeveeeeneenenenneeinenes 6,090 5,415 12 6,090 5,898 3
Other operating income
RepOrted .......cveeeneerrecereereeeees 1,188 2,453 (52) 1,188 1,222 3
Currency trandation adjustment® ...... (25) 5
Acquisitions, disposals and dilutions ... 32 (1,185) 32 46
UNderlying ...ccoveeeveneeeenecrneerneneennenns 1,220 1,243 2 1,220 1,273 (4)
Revenue’
REPOIed .......cvveeeereeireeieereereeeeas 12,107 13,291 9) 12,107 11,141 9
Currency translation adjustment® ...... (227) (15)
Oown credit Spread® ........ooovevvveeivn. 5 @) 5 3
Acquisitions, disposals and dilutions ... 32 (1,185) 32 46
UNderlying ...ccoveeeveeeeenecnenenneennenns 12,144 11,878 2 12,144 11,175 9
Lics
REPOIed .....cocvveeerieireeieeree s (216) (198) 9) (216) (300) 28
Currency trandation adjustment® ...... 12 -
Acquisitions, disposals and dilutions ... — — — —
UNderlying .ccveeeveeeeneeneesneeienes (216) (186) (26) (216) (300) 28
Operating expenses
RepOrted ..o (5,009) (4,812) 4 (5,009) (5,124) 2
Currency trangation adjustment® ...... 102 3
Acquisitions, disposals and dilutions ... — 72 - -
UNderlying ..ccveeeeveneeeeneerneennecnenns (5,009) (4,638) (8) (5,009) (5,121) 2
Underlying cost efficiency ratio ........ 41.2% 39.0% 41.2% 45.8%
Share of profit in associates
and joint ventures

RepOrted ..o 1,012 981 3 1,012 874 16
Currency trangation adjustment® ...... 15 2
Acquisitions, disposals and dilutions ... — (15) - 97
UNderlying ..cocoveeceeenennccccee 1,012 981 3 1,012 973 4
Profit before tax
REPOIed ..o 7,894 9,262 (15) 7,894 6,591 20
Currency translation adjustment® ...... (98) (10)
Own credit Spread® ..., 5 @) 5 3
Acquisitions, disposals and dilutions ... 32 (1,128) 32 143
UNderlying ...ccveeeveneeeeneeneenenecnenns 7,931 8,035 1) 7,931 6,727 18

For footnotes, see page 63.
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HSBC HOLDINGS PLC

Asia

Reconciliation of underlying® and significant items

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changée’
uUS$m US$m % US$m US$m %
Profit beforetax
Underlying .....cccevennenicnessreees 7,931 8,035 @ 7,931 6,727 18
Net gain on completion of Ping An
(o115 o0 1S - (553) - -
Debit valuation adjustment on
derivative contracts ...........cccceeeenne 53 (112) 53 72
Fair value movement on non-
qualifying hedges .........cccccoevnnnene. 4 7 4 25
Gain on sale of shareholding in
Bank of Shanghai ..........ccccceeuennee (428) - (428) -
Restructuring and other related costs 2 12 2 74
Regulatory investigation provisions
INGPB .....cooiiirrceeeees - - - 35
Profit before tax, excluding underlying
adjustments and significant items . 7,562 7,389 2 7,562 6,933 9

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Middle East and North Africa

Reconciliation of reported and constant currency profit/(loss) before tax

Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13 as translation exchange 1H14 as Reported currency
reported adjustment* rates reported changé? change’
ussm ussm USsm ussm % %
Net interest income ........ccoeveevrennnee 746 (6) 740 736 (€0)] (D)
Net feeincome ....... 311 - 311 335 8 8
Net trading income ... 203 — 203 193 5) 5)
Own credit spread® @ - @ (6)
Other income from financial

instruments designated at

fair value ..o — - - 1
Net expense from financial

instruments designated at

fair value ... D - (€] 5)

Gains less losses from financial

INVEStMENtS .........coceevececnnee (18) - (18) 3
Net earned insurance premiums ........ - - - -

Other operating income/(expense)

(including dividend income) ......... 12 — 12 32 167 167
Total operatingincome ................... 1,253 (6) 1,247 1,294 3 4
Net insurance claims incurred and

movement in liabilities to

policyholders .........ocoocvvenvnccnnns - - - -

Net operating income® .................... 1,253 (6) 1,247 1,294 3 4
LICS o 47 - 47 50 (6) (6)
Net operating income ...........ccceeee. 1,300 (6) 1,294 1,344 3 4
Operating eXPEeNSES .......ccveerereereneens (616) 3 (613) (614) - -
Operating profit ...c.coceeeereveiecenenens 684 (©)] 681 730 7 7
Income from associates™ .................. 225 = 225 259 15 15
Profit beforetax .......cccooevnvinennnee 909 (3) 906 989 9 9
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14 Constant
2H13 as tranglation exchange 1H14 as Reported currency
reported adjustment* rates reported changé? change?
ussm uUssm ussm uUssm % %
Net interest income .......c.ccceevevennne 740 (0] 739 736 [€0)] -
Net feeincome ....... 311 - 311 335 8 8
Net trading income ... 154 1 155 193 25 25
Own credit spread® (3) - 3) (6) (200) (200)
Other income from financial

instruments designated at

fair value ..o 2 - 2 1 (50) (50)
Net expense from financial

instruments designated at

fair value ... (@) - (€] 5)

Gains less losses from financial

Investments ........ccoceeeeeenne. - — - 3
Net earned insurance premiums ........ - - - -

Other operating income/(expense)

(including dividend income) ......... 46 2 44 32 (30) 27)
Total operating incCOMe .........c.ccvuveee. 1,250 2 1,248 1,294 4 4
Net insurance claims incurred and

movement in liabilities to

policyholders .........ocoocvvenvnccnnns - - - -

Net operating income’ ............ccoo..u.... 1,250 2 1,248 1,294 4 4
LICS oo (5) - (5) 50

Net operating income ...........cccceeenee. 1,245 ) 1,243 1,344 8 8
Operating eXPeNSES ........cocoevereeeereeens (673) - (673) (614) 9 9
Operating profit ........coevveeiceccnnnns 572 2 570 730 28 28
Income from associates™ .................. 213 1) 212 259 22 22
Profit beforetax .......cccovvvcecvicnenne. 785 (3) 782 989 26 26

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Middle East and North Africa

Reconciliation of reported and underlying® items

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changée’

usS$m ussm % US$m ussm %
Net interest income
REPOIed ..o 736 746 1) 736 740 (1)
Currency translation adjustment® ...... (6) @)
Acquisitions, disposals and dilutions ... (20) (25) (20) (25)
UNderlying .ceveeeeveeeeneenenenneeinenes 716 715 - 716 714 -
Other operating income
RepOrted .......cveeeneerrecereereeeees 23 8 188 23 41 (44)
Currency trangation adjustment® ...... - 7))
Acquisitions, disposals and dilutions ... — - - -
UNderlying ...ccoveeeveneeeenecrneerneneennenns 23 8 188 23 39 (41)
Revenue’
REPOIed .......cvveeeereeireeieereereeeeas 1,294 1,253 3 1,294 1,250 4
Currency translation adjustment® ...... (6) )
Oown credit Spread® ........ooovevvveeivn. 6 1 6 3
Acquisitions, disposals and dilutions ... (28) (38) (28) (33)
UNderlying ..cocoveeceeenennccccee 1,272 1,210 5 1,272 1,218 4
Lics
REPOIed .....cocvveeerieireeieeree s 50 47 (6) 50 (5)
Currency trandation adjustment® ...... - -
Acquisitions, disposals and dilutions ... - 3 - 3)
Underlying .....ccooevveecccrennnee 50 50 - 50 (8)
Operating expenses
RepOrted ..o (614) (616) - (614) (673 9
Currency trandation adjustment” ...... 3 -
Acquisitions, disposals and dilutions ... 17 19 17 19
UNderlying ..ccveeeeveneeeeneerneennecnenns (597) (594) 1) (597) (654) 9
Underlying cost efficiency ratio ........ 46.9% 49.1% 46.9% 53.7%
Profit beforetax
(R3S 01014 (=" [FOUN RN 989 909 9 989 785 26
Currency trandation adjustment® ...... ©) )
Own credit spread® ...........ooooereereene. 6 1 6 3
Acquisitions, disposals and dilutions ... (12) (16) (11) (17)
UNderlying ..cocoveeceeenennccccee 984 891 10 984 768 28
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HSBC HOLDINGS PLC

Middle East and North Africa

Reconciliation of underlying® and significant items

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changée’
usS$m ussm % uUssm ussm %
Profit beforetax
Underlying ... 984 891 10 984 768 28
Debit valuation adjustment on
derivative contracts .......c.ccceceevrennne 3 3 3 1
Restructuring and other related costs ... — 4 — —
Profit before tax excluding underlying
adjustments and significant items . 987 892 11 987 769 28

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

North America

Reconciliation of reported and constant currency profit/(loss) before tax

Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13 as translation exchange 1H14 as Reported currency
reported adjustment* rates reported changé? change’
ussm ussm USsm ussm % %
Net interest income ........cccvevevererenenee 3,030 (49) 2,981 2,635 (23) (12
Net feeincome ....... 1,138 (22) 1,116 991 (13) (12)
Net trading income ... 505 (7) 498 228 (55) (54)
Own credit spread® (22) - (22 (45) (105) (105)
Other expense from financial
instruments designated at
falr value ... (50) - (50) (54) (8) 8)
Net expense from financial
instruments designated
at fair value .......ccooeveeeeenninnene, (72) - (72) (99) (38) (38)
Gainson disposal of US branch
network and US cards business .....
Gains less |osses from financial
INVESEMENES ... 223 4) 219 118 (47) (46)
Net earned insurance premiums ........ 34 - 34 - (100) (200)
Other operating income/(expense)
(including dividend income) (187) 4 (183) 194
Total operatingincome ................... 4,671 (78) 4,593 4,067 (13) (1)
Net insurance claims incurred and
movement in liabilitiesto
policyholders ........occocevenivnincccns (39) — (39) — 100 100
Net operating income® .................... 4,632 (78) 4,554 4,067 (12) (12)
[Tt (696) 10 (686) (411) 41 40
Net operating income ...........ccceeeee. 3,936 (68) 3,868 3,656 (@) 5)
Operating eXPeNnSES .......ccccoeeerereeueeens (3,276) 36 (3,240) (2,837) 13 12
Operating profit ......cccoevvvnenccenenns 660 (32) 628 819 24 30
Income from associates™ .................. 6 1) 5 6 - 20
Profit beforetax .......ccoeevnvnenenee 666 (33) 633 825 24 30
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14 Constant
2H13 as tranglation exchange 1H14 as Reported currency
reported adjustment* rates reported changé? change?
ussm uUssm ussm uUssm % %
Net interest income ........cocvevvererenenee 2,712 (30) 2,682 2,635 ?3) 2
Net feeincome ....... 1,005 (14) 991 991 1) -
Net trading income ... 443 (4) 439 228 (49) (48)
Own credit spread® (203) - (203) (45) 78 78
Other expense from financial
instruments designated at
fair value ..o (13) - (13) (54)
Net income/(expense) from
financial instruments designated
at fair value .......cocooveeeeciecininene (216) - (216) (99) 54 54
Gains less losses from financial
Investments ........ccoceeeeeenne. 71 — 71 118 66 66
Net earned insurance premiums ........ - - - -
Other operating income
(including dividend income) ......... 156 1 157 194 24 24
Total operating incCOMe .........ccccveeeeee 4,171 47) 4,124 4,067 2) (€]
Net insurance claims incurred and
movement in liabilities to
policyholders .........ocoocvvenvnccnnns - - - -
Net operating income® .........cco...conneee. 4,171 47) 4,124 4,067 2 1)
LICS oo (501) 1 (500) (411) 18 18
Net operating income ...........cccceeeneee. 3,670 (46) 3,624 3,656 - 1
Operating eXPEeNSES ........cooevvreeveerennns (3,140) 23 (3,117) (2,837) 10 9
Operating profit ......cccoceeeeevenevereenencne 530 (23) 507 819 55 62
Income from associates™ .................. 25 1) 24 6 (76) (75)
Profit beforetax .........ccocoevvvnnieeneee 555 (24) 531 825 49 55

For footnotes, see page 63.

55



HSBC HOLDINGS PLC

North America

Reconciliation of reported and underlying® items

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changée’
usS$m US$m % US$m US$m %

Net interest income
REPOIed ..o 2,635 3,030 (13) 2,635 2,712 ?3)
Currency translation adjustment® ...... (49) (30)
Acquisitions, disposals and dilutions ... — (14) — —
UNderlying .ceveeeeveeeeneenenenneeinenes 2,635 2,967 (112) 2,635 2,682 2
Other operating income
RepOrted .......cveeeneerrecereereeeees 170 (228) 170 120 42
Currency trangation adjustment® ...... 4 1
Acquisitions, disposals and dilutions ... — 114 - (17)
Underlying ..ccoveeeeennecccee 170 (110) 170 104 63
Revenue®
REPOIed .......cvveeeereeireeieereereeeeas 4,067 4,632 (12) 4,067 4,171 2
Currency translation adjustment® ...... (78) (47)
Oown credit Spread® ........ooovevvveeivn. 45 22 45 203
Acquisitions, disposals and dilutions ... — 105 - (16)
UNderlying ...ccoveeeveeeeenecnenenneennenns 4,112 4,681 (12) 4,112 4,311 (5)
Lics
REPOIed .....cocvveeerieireeieeree s (411) (696) 41 (411) (501) 18
Currency trandation adjustment® ...... 10 1
Acquisitions, disposals and dilutions ... — 1 — (1)
UNderlying .ccveeeveeeeneeneesneeienes (411) (685) 40 (411) (501) 18
Operating expenses
RepOrted ..o (2,837) (3,276) 13 (2,837) (3,240) 10
Currency trangation adjustment® ...... 36 23
Acquisitions, disposals and dilutions ... — 14 - -
UNderlying ..ccveeeeveneeeeneerneennecnenns (2,837) (3,226) 12 (2,837) (3,117) 9
Underlying cost efficiency ratio ........ 69.0% 68.9% 69.0% 72.3%
Profit beforetax
(R3S 01014 (=" [FOUN RN 825 666 24 825 555 49
Currency translation adjustment® ...... (33) (24)
Own credit spread® ...........ooooereereene. 45 22 45 203
Acquisitions, disposals and dilutions ... — 120 - (17)
UNderlying ..cocoveeceeenennccccee 870 775 12 870 717 21

For footnotes, see page 63.
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HSBC HOLDINGS PLC

North America

Reconciliation of underlying® and significant items

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changée’
usS$m US$m % US$m US$m %
Profit beforetax
Underlying .....cccevennenicnessreees 870 775 12 870 717 21
Debit valuation adjustment on
derivative contracts .......c.ccceceevrennne 14 (20) 14 24
Fair value movement on non-
qualifying hedges ..........cccoveennne 174 (202) 174 (44)
Loss on sale of several tranches of
real estate secured accountsin the
US e 15 1 15 122
Loss on sale of the non-real estate
portfolioin CML ......ccccvvvevriennnne. - 271 - -
Loss on early termination of cash
flow hedgesin the US run-off
POrtfolio ..ot - 199 - -
Restructuring and other related costs 13 78 13 23
US customer remediation provision
relating to CRS .......cccccoevvenvennnene. — 100 — -
Profit before tax, excluding underlying
adjustments and significant items . 1,086 1,212 (20) 1,086 842 29
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Latin America

Reconciliation of reported and constant currency profit/(loss) before tax

Half-year to 30 June 2014 (‘1H14’) compar ed with half-year to 30 June 2013 (‘1H13')

1H13
Currency at 1H14 Constant
1H13 as translation exchange 1H14 as Reported currency
reported adjustment* rates reported changé? change’
ussm US$m US$m US$m % %
Net interest income ........cccvevevererenenee 3,274 (368) 2,906 2,700 (18) @)
Net feeincome ....... 896 (100) 796 697 (22) (12)
Net trading income ... 397 (55) 342 543 37 59
Own credit spread® - - - -
Other income from financial
instruments designated
at fair value .......cocooeveeeeciecinnne, 85 (18) 67 362 440
Net income/(expense) from
financial instruments designated
at fair value .......ccooeveeeeenninnene, 85 (18) 67 362
Gains less losses from financial
INVEStMENtS .........coceevececnnee 51 ®3) 48 49 4) 2
Net earned insurance premiums ........ 863 (104) 759 728 (16) 4)
Other operating income (including
dividend inCOME) ........cccceeverrvnrnene. 4 (4) - 80
Total operatingincome ................... 5,570 (652) 4,918 5,159 ) 5
Net insurance claims incurred and
movement in liabilities to
policyholders ........cocoveernnnnene. (612) 91 (521) (894) (46) (72)
Net operating income® .................... 4,958 (561) 4,397 4,265 (14) ®3)
LICS oo (1,423) 127 (1,296) (998) 30 23
Net operating income .........cccoen.e. 3,535 (434) 3,101 3,267 (8) 5
Operating eXPensesS ........c.coeeueeeeenens (3,069 333 (2,736) (2,893) 6 (6)
Operating profit ...c.coceeeereveiecenenens 466 (102) 365 374 (20) 2
Income from associates™ .................. = = — =
Profit beforetax .......ccocoeeeevvicienen. 466 (101) 365 374 (20) 2
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Half-year to 30 June 2014 (‘1H14') compared with half-year to 31 December 2013 (‘2H13")

2H13
Currency at 1H14 Constant
2H13 as tranglation exchange 1H14 as Reported currency
reported adjustment* rates reported changé? change?
ussm uUssm ussm uUssm % %
Net interest inCome .......cocccveerreneenne 2,912 (100) 2,812 2,700 (@) (4)
Net feeincome ....... 805 (32 773 697 (13) (20)
Net trading income ... 539 (46) 493 543 1 10
Own credit spread® - - - -
Other income from financial
instruments designated
at fair value .......cocooeveeeecicninnnne, 241 (13) 228 362 50 59
Net income/(expense) from
financial instruments designated
at fair value .......ccooeveeeeenninnene, 241 (13) 228 362 50 59
Gains less losses from financial
INvestments ........ccocveeeenne 31 — 31 49 58 58
Net earned insurance premiums ........ 967 (22) 945 728 (25) (23)
Other operating income (including
dividend incOme) .........ccceevevevennne. 1,120 (5) 1,115 80 (93) (93)
Total operating iNCOME .........ceeeveuene. 6,615 (218) 6,397 5,159 (22) (29)
Net insurance claims incurred and
movement in liabilities to
policyholders ..........ccocovnveccnenne (1,005) 43 (962) (894) 11 7
Net operating income’ ...........ccoo........ 5,610 (175) 5,435 4,265 (24) (22)
[ L= (1,243) 16 (1,227) (998) 20 19
Net operating income .........cccceveeueeene 4,367 (159) 4,208 3,267 (25) (22)
Operating eXPENSES ........cooevvreeeeerennns (2,861) 95 (2,766) (2,893) (€] 5)
Operating profit .......ccoevvnreecccnenns 1,506 (64) 1,442 374 (75) (74)
Income from associates™ .................. — - - -
Profit beforetax .......cccovvvcecvicnenne. 1,506 (64) 1,442 374 (75) (74)

For footnotes, see page 63.
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HSBC HOLDINGS PLC RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

Latin America

Reconciliation of reported and underlying® items

Half-year to
30 June 30 June 30June 31 December
2014 2013 Change? 2014 2013 Changée’

uUS$m US$m % US$m US$m %
Net interest income
Reported net interest income ............. 2,700 3,274 (18) 2,700 2,912 (@)
Currency translation adjustment® ...... (368) (100)
Acquisitions, disposals and dilutions ... (7) (197) (7) (130)
Underlying net interest income ......... 2,693 2,709 (0] 2,693 2,682 -
Other operating income
Reported other operating income ...... 74 0] 74 1,116 (93)
Currency trangation adjustment® ...... @ @
Acquisitions, disposals and dilutions ... (18) (29) (18) (1,099)
Underlying other operating income ... 56 (34) 56 13
Revenue®
Reported revenue ..........ccccoeevevienene. 4,265 4,958 (24) 4,265 5,610 (24)
Currency translation adjustment® ...... (561) (175)
Acquisitions, disposals and dilutions ... (27) (294) (27) (1,272)
Underlying revenue ........c.ccccceeveeenee. 4,238 4,103 3 4,238 4,163 2
Lics’
Reported ......ccovvvveeicieesneeee (998) (1,423) 30 (998) (1,243) 20
Currency trangation adjustment® ...... 127 16
Acquisitions, disposals and dilutions ... 2 40 2 21
Underlying .....ccoeevnnenccniennreenes (996) (1,256) 21 (996) (1,206) 17
Operating expenses
(2 07014 = o [F (2,893) (3,069) 6 (2,893) (2,861) (@)
Currency translation adjustment® ...... 333 95
Acquisitions, disposals and dilutions ... 9 194 9 115
Underlying ....ccceeveeeeecceeeseeees (2,884) (2,542) (13) (2,884) (2,651) 9)
Underlying cost efficiency rétio ........ 68.1% 62.0% 68.1% 63.7%
Profit beforetax
REPOIted ... 374 466 (20) 374 1,506 (75)
Currency trandation adjustment® ...... (101) (64)
Acquisitions, disposals and dilutions ... (16) (60) (16) (1,136)
Underlying ....ccceeveeneecceeeseees 358 305 17 358 306 17
Reconciliation of underlying® and significant items

Half-year to
30June 30 June 30June 31 December
2014 2013 Changée? 2014 2013 Changé’

US$m US$m % US$m US$m %
Profit beforetax
Underlying ..cocoveeeeinnnecccee 358 305 17 358 306 17
Debit valuation adjustment on

derivative contracts .......c.coccceeevenne 6 (20) 6 7
Restructuring and other related costs ... 14 41 14 34
Profit before tax excluding underlying
adjustments and significant items . 378 326 16 378 347 9

For footnotes, see page 63.
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Leverage ratio

In January 2014, the Basel Committee published
itsfinalised leverage ratio framework, along with
the public disclosure requirements applicable from
1 January 2015. Thisis currently in the process of
being transposed into European law.

Under CRD 1V, the legidative proposals and fina
calibration of the leverage ratio are expected to be
determined following areview of the revised Basel
proposals and the basis of the EBA’ s assessment
of theimpact and effectiveness of the leverageratio
during amonitoring period, between 1 January 2014
and 30 June 2016.

In May 2014, the PRA issued aletter setting out
the approach to be taken for calculating the leverage
ratio for disclosure in Interim Reports. This

Estimated leverage ratio

RECONCILIATIONS OF NON-GAAP FINANCIAL MEASURES

confirmed that the basis of calculation of the
leverage ratio has changed from previous
disclosures. While the numerator continues to be
calculated using the final CRD 1V end point tier 1
capital definition, the exposure measure is now
calculated based on the January 2014 Basel 111 text
(rather than the December 2010 Basel 111 text). The
main differences between the two approaches are set
out in our basis of preparation.

For a detailed basis of preparation of the
leverage ratio, see the Appendix to Capital,
page 193.

It should be noted the revised PRA-prescribed
basisfor disclosing the leverage ratio is not aligned
with CRD IV. However, CRD |V isanticipated to
align to Basel during 2014.

PRA-
prescribed
basis at
30 June
2014
USs$bn
Total assets per fiNanCial DAIANCE SNEEL .........cooiiiiieeer bbbt b bbb 2,754
Deconsolidation of inSUranCe/Other ENEILIES ..o (207)
Consolidation Of DANKING @SSOCIBLES ..........ccceuiueueririiriiiirtci ettt bbbttt bbbttt bt s 186
Total assets per regulatory BalanCe ShEEL ..o 2,833
Adjustment to reverse netting of loans and deposits allowable under IFRS ... 98
Reversal of 8CCOUNTING VAIUES ..........cccoiiiiiiiiiiiiicc bbb (498)
DIEIVALIVES ...ttt bbbt b b4 b b e b e bttt (270)
Repurchase agreement and SECUNIES FINBNCE ..........cvuiiiiiiiiiiicc s (228)
DIEFIVALIVES ......ocviiiiiiiteci ettt h bbb e £ bt e bbbt e ettt e b bt bttt 199
MarK-TO-MAKEL VBIUE ......coviiiiictcc et bbb bbbttt 60
Deductions of receivables assets for cash variation Margin............ccevieeieerininnneeee et (55)
Add-on amounts for potential FULUIE EXPOSUIE ...........c.ciueueriiririiiici ettt 166
Exposure amount resulting from the additional treatment for written credit derivatives .............cccocecoeceinnicnenene 28
Repurchase agreement and SECUMTIES FINBNCE ........ccvuiiiiiiiiiiiii s 237
Gross securities finanCing tranSaCtiONS @SSELS ........ccovuiurreiiririresieerese s eseesesessessse e tssesesaseseseesesesesessssssesesenssensssnsesenes 314
Netted amounts of cash payables and cash receivables of gross securities financing transactions assets ............cc.e.... (86)
Measurement Of COUNLENPAITY FISK .......ccucururiiiiiiiciceieie ettt bbbt bbbt 9
Addition of off balance sheet commitments and guarantees: 445
Guarantees and CONtINGENT lIADITTTIES .......cvouvueieeierire ettt et se e e sa s e sese e e snsnsennnn 80
COMIMIEMENES ...ttt ettt b bbb b e et e bbb R et b bR b b e ettt bbb b ettt b et s 356
OENEY bbb bbb bbbt 9
Exclusion of items already deducted from the capital MEASUIeE ... 37)
Exposure measur e after regulatory adjUuSIMENTS ..o 3,277
Tier 1 capital under CRD [V (€10 POINE) ...veviueiririeieteiririsee ettt et se e b s sese b s se bbb se st s b esebeneanna 142
Estimated leverage ratio (EN0 POINT) .....cccccovierrieeeiiririree et e e essse e e s s et e sesessssssesasesesessesesssesssensesesenssessssesesenes 4.3%
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Leverage ratio: basis of preparation

The numerator, capital measure, is calculated using the ‘end point’ definition of tier 1 capital applicable from

1 January 2022, which is set out in the final CRD 1V rules. Thisis supplemented with the EBA’s Own Funds' RTS to
the extent that these have been published in the Official Journal of the European Commission as at the reporting date,
aswell as making reference to the PRA Rulebook where appropriate. The denominator, exposure measure, is
calculated according to the January 2014 Basel 111 leverage ratio framework, the instructions provided in March 2014
for the Basel 111 Quantitative Impact Study, its related Frequently Asked Questions and the PRA’s guidance on the
methodol ogies used there. Thisrevised Basel |11 leverage ratio framework follows the same scope of regulatory
consolidation asis used for the risk-based capital framework, which differs to the 2010 Basel text that required banks
to include items using their accounting bal ance sheet. The exposure measure generally follows the accounting value,
adjusted as follows:

e on-balance sheet, non-derivative exposures are included in the exposure measure net of specific provisions or
accounting valuation adjustments (e.g. accounting credit valuation adjustments);

e netting of loans and depositsis not allowed;

e the scope of netting for derivativesis extended to all scenarios where we would recognise a netting agreement
for regulatory purposes,

e compared with the Basel 2010 text, the Basel 2014 text appears to permit the offsetting of cash variation margin
against derivative assets and liabilities in circumstances where we would recognise offset for regulatory
purposes. Thisis subject to certain additional conditions including the requirement that the margin be exchanged
daily and be in the same currency as the currency of settlement of the derivative contract. For these purposes we
have considered thisto include any currency that can be used to make payments under the derivative contract,
the governing qualifying master netting agreement, or its associated credit support annex;

e the approach to netting securities financing transactions (' SFTS') is aligned to that permitted under |FRS, though
for leverage purposes there is an additional add-on to the extent that an SFT is under collateralised. This
represents a stricter requirement compared with the Basel 2010 text;

e theinclusion of potential future exposure add-ons for both OTC and exchange-traded derivatives;

e thenotional amount of written credit derivativesisincluded in the exposure measure, subject to offsets for
purchased protection. This represents a stricter requirement compared with the Basel 2010 text;

o off-balance sheet items are converted into credit exposure equivalents through the use of credit conversion
factors (CCFs). The Basel 2010 text required that off-balance sheet items are included in full except for
commitments that are unconditionally cancellable at any time by HSBC without prior notice, where only 10% of
the exposures are included. This has changed under the Basel 2014 text which now includes a CCF of 20% and
50% for certain exposures; and

e theexclusion of items deducted from the end point tier 1 capital such as goodwill and intangible assets.
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Footnotes

1

[oolN )]
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12

13

14

15

16
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‘Currency trandation’ is the effect of translating the results of subsidiaries and associates for the previous half-years at the average
rates of exchange applicable in the current half-year.

Positive numbers are favourable: negative numbers are unfavourable.

Changesin fair value due to movementsin own credit spread on long-term debt issued. This does not include the fair value changes
due to own credit spread on structured notesissued and other hybrid instruments included within trading liabilities.

Net operating income before loan impairment charges and other credit risk provisions, also referred to as revenue.

From 1 January 2014, the geographical region ‘Asia’ replaced the geographical regions previously reported as ‘Hong Kong' and
‘Rest of Asia-Pacific’ (see Note 23 on the Financial Statements for further details). Comparative data have been re-presented to reflect
this change.

The operating results of these disposals were removed from underlying results in addition to disposal gains and losses.

The operating results of these acquisitions were not removed from underlying results as they were not significant.

Underlying performance eliminates the effects of acquisitions, disposals and changes of ownership levels of subsidiaries, associates
and businesses so we can view results on a like-for-like basis. We achieve this by eliminating gains and losses on disposal or dilution
in the period incurred and by adjusting material results of operationsin the previous period so that equivalent time periods are
reflected. For example, if a disposal was made in the current year after four months of operations, the results of the previous year
would be adjusted to also reflect four months of operations.

Loan impairment charges and other credit risk provisions.

Net insurance claims incurred and movement in liabilities to policyholders.

Share of profit in associates and joint ventures.

‘Currency trandation’ is the effect of transdating the assets and liabilities of subsidiaries and associates for the previous year-end at
the rates of exchange applicable at the current period-end.

Other income in this context comprises net trading income, net income/(expense) from other financial instruments designated at fair
value, gains less losses from financial investments, dividend income, net earned insurance premiums and other operating income less
net insurance claims incurred and movement in liabilities to policyholders.

In thefirst half of 2014, Markets included an unfavourable value movement of US$28m on-structured liabilities (first half of 2013:
favourable fair value movement of US$4m; second half of 2013: adverse fair value movement of US$70m).

Other’ in GB&M includes net interest earned on free capital held in the global business not assigned to products, gains resulting from
business disposals. Within the management view of total operating income, notional tax credits are allocated to the businesses to
reflect the economic benefit generated by certain activities which is not reflected within operating income, for example notional credits
on income earned from tax-exempt investments where the economic benefit of the activity is reflected in tax expense. In order to reflect
the total operating income on an IFRS basis, the offset to these tax credits are included within ‘ Other’.

Trading assets, financial instruments designated at fair value and financial investments held in Europe, and by GB&M in North
America, include financial assets which may be repledged or resold by counterparties.

Derivative assets and derivative liabilities of GB&M include derivative transactions between different regions of GB&M.

‘Investment distribution’ includes Investments, which comprises mutual funds (HSBC manufactured and third party), structured
products and securities trading, and Wealth Insurance distribution, consisting of HSBC manufactured and third-party life, pension and
investment insurance products.

‘Other personal lending’ includes personal non-residential closed-end loans and personal overdrafts.

‘Other’ includes the distribution and manufacturing (where applicable) of retail and credit protection insurance, any gains or losses
on business disposals, movements in non-qualifying hedges, losses arising from a review of compliance with the Consumer Credit Act
in the UK in 2014 and loss on disposal of HFC UK Bank secured lending portfolio in 2013.
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