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Presentation of information

This document was filed with the Autorité des marchés financiers
("AMF’) on 20 February 2019 in accordance with Article 212-13 of
the AMF’s General Regulation. It may be used in support of a
financial transaction when supplemented by a transaction note
that has received approval from the AMF. This document has been
prepared by the issuer and is binding on its signatories.

Cautionary statement regarding forward-
looking statements

This document contains certain forward-looking statements with
respect to the financial condition, results of operations and
business of the group. Statements that are not historical facts,
including statements about the group’s beliefs and expectations,
are forward-looking statements. Words such as ‘expects’,
‘anticipates’, ‘intends’, ‘plans’, ‘believes’, ‘seeks’, ‘estimates’,
‘potential’ and ‘reasonably possible’, variations of these words and
similar expressions are intended to identify forward-looking
statements.

These statements are based on current plans, estimates and
projections, and therefore undue reliance should not be placed on
them. Forward-looking statements speak only as of the date they
are made. HSBC France plc makes no commitment to revise or
update any forward-looking statements to reflect events or
circumstances occurring or existing after the date of any forward-
looking statement.

Forward-looking statements involve inherent risks and
uncertainties. Readers are cautioned that a number of factors
could cause actual results to differ, in some instances materially,
from those anticipated or implied in any

forward-looking statements.

Disclaimer about translation

The translation in English of the registration document and annual
financial report 2018, filed with the Autorité des marchés financiers
("AMF’) on 20 February 2019 under reference number D.19-0065,
is an accurate and faithful translation of the French version, with
the exception of errors or translation discrepancies that may not
constitute significant omissions or inaccuracies within the
meaning of Article 212-3 of the AMF General Regulations.
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Highlights | Report of the Board of Directors

Highlights

Footnotes 31 Dec 2018 31 Dec 2017 31 Dec 2016
For the year (€m)
Profit before tax (reported basis) 45 219 432
Profit before tax (adjusted basis) 7 89 333 663
Net operating income before change in expected credit losses and other credit risk provisions (reported
basis) 2 1,736 1,907 2,317
Profit/(loss) attributable to shareholders of the parent company (reported basis) (17) 177 310
At year end (€m)
Total equity attributable to shareholders of the parent company 6,555 5,676 5,842
Total assets 180,946 167,544 169,423
Risk-weighted assets 36,248 35,379 36,016
Loans and advances to customers (net of impairment allowances) 46,997 44,856 41,327
Customer accounts 41,906 38,277 34,220
Capital ratios (transitional) 3
Common equity tier 1 (%) N/A 13.1 13.2
Tier 1 (%) N/A 135 13.2
Total capital (%) N/A 141 13.2
Capital ratios (fully loaded) 3
Common equity tier 1 (%) 13.1 13.2 13.1
Tier 1 (%) 14.5 13.8 13.1
Total capital (%) 15.7 14.6 13.1
Performance, efficiency and other ratios (annualised %)
Return on average shareholders’ equity (%) 4 (0.6) 3.1 5.3
Pre-tax return on average risk-weighted assets (adjusted basis) (%) 0.3 1.0 2.0
Cost efficiency ratio (adjusted basis) (%) 5 95.4 78.6 67.3
Liquidity Coverage Ratio (%) 128 149 122
Net stable Funding Ration (NSFR) (%) 113 116 120

Adjusted performance is computed by adjusting reported results for the effect of significant items as detailed on pages 11 to 13.
Net operating income before loan impairment charges and other credit risk provisions is also referred to as revenue.
Capital ratios as detailed on the capital section on pages 144 to 145.

AN WN =

(adjusted). Net operating income before loan impairment charges and other credit risk provisions is also referred to as revenue.

The return on average total shareholders’ equity is defined as profit attributable to shareholders of the parent company divided by the average total shareholders’ equity.
Adjusted cost efficiency ratio is defined as total operating expenses (adjusted) divided by net operating income before loan impairment charges and other credlit risk provisions
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Presentation of activity and strategy

HSBC France is part of HSBC Group, one of the largest banking groups in the world. In France, HSBC seeks to partner French corporates

in respect of their international development and of retail clients for their wealth management needs.

Mission of HSBC Group

The purpose of the Group is to connect customers to opportunities, enable businesses to thrive and economies to prosper, and ultimately

help people to fulfil their hopes and realise their ambitions. In France, HSBC seeks to partner French and international corporates in
respect of their international development and retail clients in respect of their wealth management and banking needs.

HSBC worldwide

HSBC France is part of HSBC Group, which has approximately 229,000 employees working around the world to provide more than 37
million customers with a broad range of banking products and services to meet their financial needs.

HSBC values

HSBC values define who we are as an organisation and what makes us distinctive. These values reflect the best aspects of our 150-year

heritage. We are determined to ensure that our collaborators can do business in a responsible, sustainable, and ethical way. They are vital

to fulfilling our purpose of helping businesses to thrive, economies to prosper and people to realise their ambitions. By operating in
accordance with our values we are:

Dependable

e Standing firm for what is right, delivering on commitments, being resilient and trustworthy

e Taking personal accountability, being decisive, using judgment and common sense, empowering others
Open to different ideas and cultures

e Communicating openly, honestly and transparently, welcoming challenges, learning from mistakes

e Listening, treating people fairly, being inclusive, valuing different perspectives

Connected to customers, communities, regulators and each other

¢ Building connections, being aware of external issues, collaborating across boundaries

e Caring about individuals and their progress, showing respect, being supportive and responsive

Our role in society

How we do business is as important as what we do. Our responsibilities to our customers, employees and shareholders as well as to
wider society go beyond simply being profitable.

We seek to build trusting and lasting relationships with our stakeholders to generate value in society.

HSBC France Annual Report and Accounts 2018
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Report of the Board of Directors

Strategy of HSBC Group

HSBC France's strategy and strategic direction is embedded in HSBC Group's strategy, which aims to capture value from its international
network. HSBC Group’s strategy is built around long-term trends and reflects our distinctive advantages.

Long-term trends
Increasing global connectivity

The international flow of goods, services and finance continues to expand, supported by the development of technology and data in
personal and commercial exchanges.

Distinctive advantages
Unrivalled global presence

We enable clients to participate in global growth opportunities and offer leading product capabilities to build deeper and more enduring
relationships with businesses and individuals with international needs.

Universal banking model

We serve our banking customers through our four businesses, from individual savers to large multinational corporations. This universal
banking model enables us to effectively meet our clients’ diverse financial needs, support a strong capital and funding base, reduce risk
profile and volatility, and generate stable returns for shareholders.

Long-term strategy
HSBC Group implemented a long-term based on two pillars:

e develop an international connection to foster international trade and exchange of capital to better serve its customers, from small
enterprises to large multinationals;

¢ invest locally in Retail Banking & Wealth Management in order to leverage on both the increased international mobility and wealth
creation of its customers, and on the long-term demographic changes in our priority markets.

Our network is underpinned by our four interconnected, global businesses that share balance sheets and liquidity, in addition to strong
commercial links; our businesses allow us to support clients, from retail customers to the world’s largest companies.

Together, these initiatives aim at creating value for the Group’s clients and shareholders and contribute to its sustainable development.
Strategic priorities

In June 2018, HSBC Group outlined eight strategic priorities to favour HSBC back to growth, improved returns and enhanced customer
and employee experience. We aim at achieving this through the growth acceleration in areas where HSBC is in good position, embracing
new technologies, and simplifying the organisation and investing in capabilities for the future. As a result of these strategic priorities, the
Group has defined overall financial targets (see HSBC Group's strategy release in June 2018).
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A strategy implemented in France
HSBC France within HSBC Group

HSBC is one of the largest banking and financial services organisations in the world, operating in 66 countries and territories. France is
one of the eight markets in which it aspires to be the leading international bank.

HSBC France can rely on HSBC Group's international network and strong brand to enhance its competitive edge and provide high value-
added products and services to its clients.

In France, HSBC's strategy is to develop a modernised universal banking model, differentiating itself with its unique international
network, and leveraging its Global Banking and Markets positioning as a strategic platform in Euro-denominated activities for the HSBC
Group. HSBC in France also relies on the quality of its wealth management expertise and digital experience while accelerating the pace of
its transformation and maintaining its objectives of cost and risk-weighted assets control to improve profitability.

Initiatives to support this strategy in France

HSBC France has a clear and focused strategy that is consistent with the HSBC Group’s strategy. It consists in looking for accelerating
growth while improving efficiency and implementing the highest standards in terms of compliance. In this context, HSBC France plans
to:

e Gain market shares in GB&M, whilst diversifying revenues and enhancing its advisory and transaction capabilities and optimising its
balance sheet;

e Drive revenue growth among its priority clients in Commercial Banking, while improving productivity and fostering growth of
international revenues;

e |everage its positioning in Retail Banking by investing in the digital transformation to grow its client base and wealth revenue, while
improving customer service;

e Enhance collaboration of Private Banking with Commercial and Retail Banking to reinforce commercial impetus;
e Develop connectivity among the HSBC Group's entities and preserve the strength of its balance sheet;

e Simplify processes and procedures to gain efficiency while improving the customer experience and further developing an omnichannel
banking approach.

In 2018, HSBC France has continued to develop its omnichannel and digital functionalities with a view to improve the customer

experience on all channels, notably with the launch of the new mobile app “WeTrade"” (blockchain platform) from GTRF Lab for

Corporate clients, improvements around customers’ authentication journeys, and the implementation of digital signature for specific

products.

In 2019, HSBC France will continue to develop its omni-channel and digital functionalities, with a focus on our subscription and

authentication process, while further enhance our online banking platform for private individuals and firms.

Changes of the organisational structures of HSBC Group in France

As political and regulatory change in Europe continues, it is important that HSBC Group organises its business in a way that supports its
pan-European proposition for customers. To achieve this, HSBC France:

e Acquired the Greek branch of HSBC Bank plc on January 1% 2018

e Acquired on August 1% 2018, two European subsidiaries, HSBC Polska Bank SA in Poland and HSBC Institutional Trust Services
(Ireland) DAC in Ireland, direct and indirect subsidiaries of HSBC Bank plc respectively;

e Opened or will open seven branches in anticipation of a hard Brexit with the intention to transfer the activities of HSBC Bank plc’s
current seven European branches (in Belgium, the Czech Republic, Ireland, Italy, Luxembourg, the Netherlands and Spain). The
transfer of these activities is expected to be completed March 1°12019.

In 2018, all entities and activities acquired and to be acquired had a combined profit before tax of EUR 126 million, and a total balance
sheet of EUR 17.6 billion.

Within the framework of these operations, HSBC France carried out two capital increases: EUR 100 million on July 25" 2018 and EUR
388.4 million on August 30" 2018.

This restructuring, internal to HSBC Bank plc, will not impact the solvability ratios of HSBC France.

! Global Trade and Receivable Finance
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Report of the Board of Directors

HSBC IN FRANCE

(" OUR AMBITION &)

Throughoutour history we have been where the growth is, connecting customers to opportunities. We conduct our business
intent on supperting the sustained success of our people, customers and communities so to help:

o Businesses to thrive o Economies to prosper People fulfil their hopes and
realize their ambitions
\. J
é THE WAY WE DO BUSINESS i
OUR VALUES ‘,) OUR STRATEGY &

Leveraging HSBC Group's distinctive advantages...

Our network covers the world's largest and fastest
growing trade corridors and economic zones.

We provide products and services enabling cur
customers to meet their diverse financial needs

)

OUR COMMITMENTS

Combat Financial Crime

(>
|I

We have significantly strengthened our ability A  Develop a modernised universal banking model
to combat financial crime through cur Global
Standards programume. B B= the first international bank in France

o Ensure fair and just treatment of customers

and do not disrupt the orderly and By...
transparent operation of financial markets
Our Cenduct Charter gives us a framewark for
making difficult decisions to ensure positive

1 Providing cutting-edge digital experience, making
things simpler, faster and better for customers

customer outcomes and high ethical standards 2  Making banking more accessible, transparent and
in the banking industry. tackling complexity out of our day-to-day services
o EURHETER sl ominns BRIoy R 3 Helping clients trade and invest internationally

communities to build a sustainable future

: threugh our transaction banking products
Contribute to a low carbon and sustainable 9 SR

economy and enhance employability and 4 Providing tailored private banking services to
b financial skills. business owners, entrepreneurs and senior executives
OUR RESOURCES e\
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. — "
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i rom individuals 5 income! a
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= ) 7 LEL i in Euro-denominated
g % CET1ratio @ | activities for HSBC Group
T 2 [=]
= 8Bk+ employees o z
g contributing to our £ €181bn e AA: / Aa3 / AA-
expertise & savoir-faire o total assets o | top ratings from the three
main rating agencies
8 sustainability risk policies 66 countries
£ applying te all financing in HSBC Groupfacilitating
= activities n international connectivity
% E
w =
= >300 employees @ 300+ branches
g trained on sustainable finance E in Francewith strong regional
= related issues S network
Q
=
o«
=] 50GWh . 8 1 headquarter in Paris
o power consumption a1 tral offi
in HSBC France g8 3 celiTaonce
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1. Net Banking Income before loan impairment charges

m HSBC ‘ Together we thrive
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OUR VALUE PROPOSITION TO THE FRENCH ECONOMY

HSBC IN FRANCE

%9
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and institutional clients From local small enterprises
g STEE G c to global corporates
B |
Through... 2 M Throuah
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-
€ 13bn bonds issued 30% women 84%
financing French regional Bt o 2 recommendation rate
in senior executives positions
authorities 4 2 from retall clients
< S
) =
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Products and services

The Group manages its products and services through its four
businesses - Retail Banking and Wealth Management (‘RBWM’),
Commercial Banking ('CMB’), Global Banking and Markets
(‘GB&M’), Global Private Banking (‘GPB’) - and the Corporate
Centre.

Business lines are responsible for the development, the
implementation and the management of business propositions
throughout HSBC Group.

Retail Banking and Wealth Management (‘RBWM’)
Customers

RBWM serves customers worldwide through four main business
areas: Retail Banking, Wealth Management, Asset Management
and Insurance.

Products and services

RBWM provides services to individuals under the different HSBC
Global propositions (Premier, Fusion, and Jade by HSBC Premier)
targeting high net worth customers who value international
connectivity. For customers who have simpler everyday banking
needs, RBWM offers a full range of banking products and services
reflecting clients’ needs. RBWM offers solutions from day-to-day
transaction banking, including short- and long-term financing to
insurance and investment products, advising clients to help them
manage and secure their financial wealth.

Business synergies

RBWM is a significant contributor to the overall success of the
Group. Insurance and Asset Management provide services to
clients across all of the global businesses, and the foreign
exchange and wealth management needs of RBWM clients create
opportunities for GB&M.

Priorities

HSBC France has the ambition to become the leading bank for
wealth management. With a significant presence in all major cities
as well as improved digital solutions, HSBC France can rely on
expert teams, specialised by client segment and on dedicated
propositions to meet HSBC France client’s specific needs. HSBC
France is undertaking initiatives to:

e Grow the customer base, improving digital acquisition and
cross-selling capabilities;

* Improve customer experience, delivering IT core banking
change, customer-centric approach on processes and a new
distribution model based on new customer needs in digital,
mobile and telephony

* Grow the wealth business, developing an omnichannel
approach on all products and journeys, increasing expertise and
productivity;

* Invest in digital and deploy online products and services, while
simplifying processes to serve clients who increasingly require
mobile and online access to banking services.

The development of its strategic client segments (Premier &
Advance, Fusion and International), the strengthening of client
relationship through a best-in-class wealth management and credit
offering and of its distribution capabilities, including digital, are the
three key strategic ambitions of RBWM in France.

The development of the wealth management strategy also relies
on the expertise of product design and management teams within
life insurance and asset management subsidiaries, which allow
HSBC France to offer a broad, competitive product range to its
clients.

Commercial Banking (‘CMB’)
Customers

CMB customers range from small enterprises focused primarily on
their domestic markets through to corporates operating globally.

Products and services

We support our customers with tailored financial products and
services to allow them to operate efficiently and to grow. We
provide working capital, term loans, payment services and
international trade facilitation. We offer expertise in mergers and
acquisitions, and provide access to financial markets.

Business synergies

CMB is at the centre of creating revenue synergies within the
Group. For instance CMB provides trade finance, working capital
and liquidity management solutions to GB&M clients. CMB also
provides complex structured financing expertise and Insurance
and Asset Management capabilities from across the Group to
benefit CMB clients.

Priorities

CMB’s ambition in France is to be the leading international bank
for French corporates. CMB offers the full range of banking
products and services, dedicated relationship managers and

product experts as well as the Group’s international network to
help customers develop their activities.

CMB has priorities to drive growth in France:

e Build on its momentum of growth and international
connectivity with Large Corporates and Mid-Market companies
thanks to enhanced collaboration with Global Banking;

e Ensure a continued focus on international corridor
opportunities and client acquisition, leveraging Belt & Road
initiative and Brexit;

* Invest in its digital platforms and test disruptive technologies
such as blockchain or Internet of Things to propose tools
constantly improved and facilitate its customers' operations
and experience;

e Strengthen our digital platform and international proposition for
Business Banking.

CMB wiill also continue to focus on its return on capital employed
by developing business on strategic activities and clients.

Global Banking and Markets (‘GB&M’)
Customers

GB&M supports major government, corporate and institutional
clients worldwide.

Products and services

GB&M is positioned as a key partner to assist customers in their
projects and activities in France and globally, thanks to the HSBC
Group's local and international capabilities. GB&M's product
specialists continue to deliver a comprehensive range of banking
solutions, including advisory, vanilla and structured financing
products, merger and acquisitions, access to debt and equity
markets, project finance, liquidity and cash management, trade
and receivable finance solutions, and a wide range of market
capabilities (rates and foreign exchange).

Priorities

The goal of GB&M in France is to be a ‘Top Five’ bank to priority
clients. Its business model and strategy support this ambition.

8 HSBC France Annual Report and Accounts 2018



HSBC France will continue to fully play its role as the strategic
platform for Euro-denominated rates products and all currencies
structured rates derivatives, while maximising synergies with other
countries and strengthening its range of products and services for
the largest corporates. HSBC France will continue to adapt the
business to the changing regulatory environment while
maintaining its reputation and leading position in league tables.
Priorities for GB&M in France are the following:

e Be positioned as a top bank in key advisory and financing
mandates;

e Maintain strong positioning on key products' strengths and
leverage new product proposition on our transaction banking
activities;

* Help clients seize international growth opportunities, leveraging
its expertise and global network, connecting emerging and
developed economies;

e Continue to increase collaboration with Commercial Banking
("CMB’) and Retail Banking Wealth Management ('RBWM’).

Global Private Banking (‘GPB’)
Customers

GPB serves high net worth individuals and families, including
those with international banking needs, to provide solutions to
grow, manage and preserve wealth today and for the future.

Products and services

GPB offers tailored products and services, through the expertise of
its discretionary and advisory management teams. It provides a
full range of private banking services, including Investment
Management, which includes advisory and brokerage services,
and Private Wealth Solutions, which comprises trusts and estate
planning, to protect and preserve wealth for future generations.

Business synergies

Leveraging the HSBC Group’s expertise and strongly tailored
solutions, the Private Bank teams work closely with clients and
other HSBC Global Businesses to provide solutions to our clients.
GPB will continue to develop through collaboration with other
Global Businesses to enlarge its client base and enrich its
proposition in terms of services and products, notably in
discretionary management and life insurance.

Priorities
Priorities for GPB in France are the following:

e Continue to leverage collaboration to increase referrals and
assets under management from other global businesses;

e Maximise opportunities with existing client base, leveraging
momentum with next-Gen and Tech entrepreneurs;

* Leverage Investment & Credit value proposition;

* |Improve customer experience thanks to technical infrastructure
enhancement and process digitalisation.

The application of the highest international standards, enhanced
risk management controls, tax transparency and simpler
processes also remain priorities for Private Banking.

Corporate Centre

Corporate Centre comprises Central Treasury, including Balance
Sheet Management (‘BSM’), certain legacy assets, interests in our
associates and joint ventures, and some central stewardship costs
that support our businesses.

Macroeconomic environment

The global economic activity in 2018 saw contrasted
performances between, on the one hand, an acceleration in the
US expansion and, on the other hand, growth rates in China and in
Europe less favorable than in 2017.

While the US economy has benefited from a still robust labour
market and business investment boosted by the fiscal reform of

late 2017, risks have accumulated in China and Europe. Indeed,
although the US business cycle started in mid-2009 has continued,
even at the price of growing fiscal and current account deficits,
China registered a deceleration of its dynamic, led by rising trade
tensions with the US and a loss in world trade momentum. Beside
these two factors, Europe experienced uncertainty from political
factors (in Italy and in the UK notably) and inability of households’
consumption to sustain business investment enough so as to
maintain the economic activity at the same rhythm. In particular,
with 2.1% inflation (up from 1.2% in 2017), France's economic
expansion remained in 2018 significantly below 2017’s
performance, as private spending and exports weakened, despite
a still solid business investment.

However, modest inflationary pressures allowed major central
banks to stay cautious in their strategies toward a progressive
normalisation of their monetary policies. In the US, Fed funds
rates rose more than in 2017 (four times in 2018 after three the
previous year) and the size of the Fed’s balance sheet dropped
back below the 20% of GDP mark for the first time since early
2013, but policy rates in other areas remained either unchanged
(Eurozone, Switzerland, Australia), or experienced a limited
number of hikes (three in Canada, one in the UK and in Sweden).
The ECB stopped end December net asset purchases under its
programme launched early 2015 and it expected to maintain key
interest rates on hold at least through the summer of 2019.

By comparison with 2017 which posted the highest global
economic growth since 2010, the 2018 year, slightly less dynamic
as a whole, also witnessed heterogeneous performances from
emerging countries, accelerating (India, Brazil, Mexico, Russia),
decelerating (South Africa, Turkey), entering (Argentina) or exiting
(Saudi Arabia) recession. Nevertheless, long term yields at
historically low levels were confirmed, alongside with the
persistence of monetary and financial conditions still
accommodative: over the year, 10-year yields closed 2018 with a
moderate increase in the US, but dropped in Germany and stayed
stable around 0% in Japan. In France, the 10-year sovereign yield
slightly eroded, back from 0.78% end 2017 to 0.71% end 2018.

Also, market fears of a sharper-than-anticipated world economic
slowdown contributed to significant corrections on stock markets.
The world MSCI index decreased by 10% in 2018, while the
European index lost 13% and emerging economies 18%.
Regarding the CAC 40 index, it fell by 11%, back from 5313 points
end 2017 to 4731 end 2018. As expected, in addition to a
differential in policy rates leading investments in USD to be
attractive, the environment characterized by risk aversion and a
flight to quality reinforced the greenback in its safe haven status:
consequently, the euro exchange rate moved over 2018 from 1.20
dollar to 1.15, thus posting a fall close to 5%.

Regulatory environment

Regulatory environment

Since the implementation of the Banking Union by the Eurozone
member states in 2014, HSBC France has been primarily
supervised by the European Central Bank (ECB), in association
with the French Prudential Supervision and Resolution Authority
(“Autorité de Controle Prudentiel et de Resolution”, ACPR). The
latter remains responsible for certain areas, such as controls
regarding money laundering and terrorism financing as well as
ensuring client protection. HSBC France is also supervised by the
“Autorité des Marchés Financiers” (AMF) in its area of
competence. Finally, as a member of the HSBC Group, HSBC
France is subject to certain UK rules laid down by the Prudential
Regulation Authority (PRA) and by the Financial Conduct Authority
(FCA) regarding prudential and consumer protection matters.
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Report of the Board of Directors | HSBC France Group's Consolidated Results

An international political agreement has been reached in early
2019 by the Basel Committee regarding the revision of the market
risk assessment framework, the Fundamental review of the trading
book (FRTB). The revised text will have a reduced average impact
on the banks risk weighted assets (+22% compared to +40% in
the version published in 2016). This agreement will be transposed
into European law, along with the Basel agreement from
December 2017, through a political proposal at the European
Commission in summer 2020.

At the European Union level, a political agreement for revised
prudential banking rules has been reached between the European
Commission and the Parliament at the end of 2018. The
publication of the relevant directives and regulations is expected
during the second semester of 2019. These measures will
introduce in particular new minimum leverage ratio requirements,
a new long term minimum liquidity requirement (through the Net
Stable Funding Ratio, NSFR) and a more stringent large exposures
framework. This new banking package also covers resolution
issues and introduces new requirements on eligible liabilities for
significant subsidiaries of large banking groups such as HSBC
France. Most of These measures will be applicable as of 2022.
Finally, the new legislation will require to establish around
2024-2025 a new European intermediate parent undertaking
overseeing all HSBC group entities within the European Union.

A political agreement has also been reached in December 2018 on
the European non-performing exposure framework. The
agreement includes a progressive loss provisioning schedule for
these exposures, according to their nature and whether the
positions are collaterised.

Furthermore, the Eurogroup reached an agreement in December
2018 on the modalities of the “backstop” to the Single Resolution
Fund. This backstop is expected to be implemented at the latest
by 2024 through the contributions of both the European Union
banks and the European Stability Mechanism.

In France, it should be noted that the financial stability council
(“Haut Conseil de Stabilité Financiere”, HCSF) announced the
implementation of a 0.25% countercyclical own funds buffer as of
the 15 of July 2019, applicable to exposures on entities located in
France.

As regards HSBC France specifically, the European Central Bank
carried out a Supervisory Review and Evaluation Process (SREP) in
2018, as it has for all major Eurozone institutions every year since
the introduction of the Single Supervisory Mechanism (SSM). This
process evaluated the business model of the bank, its governance,
risk management and its capital and liquidity positions.

As part of the SREP, the European Central Bank notified HSBC
France of a minimum total capital ratio of 13.5% from the 1% of
January 2019. That figure, which includes both the mandatory
minimum capital figure of 8%, a 2.5% capital conservation buffer
and the Pillar 2 requirement (P2R) of 3%, was published by HSBC
France on 29" of November 2018. The ECB also provided a Pillar 2
guidance (P2G) to HSBC France.

UK withdrawal from the European Union

The United Kingdom is due to formally leave the European Union
in March 2019. Before then, the United Kingdom and the
European Union have to finalise the Article 50 Withdrawal
Agreement, which will need to be approved by their respective
parliaments.

On the 19™ of December 2018, the European Commission
announced the main features of its “no-deal” contingency action
plan, which includes, as far as the financial sector is concerned,
temporary equivalence for clearinghouses (12 months) and
depositories (24 months), as well as provisions to facilitate the
continuity of derivative transactions with the United Kingdom. The
French parliament has also approved a “no deal” law which
includes continued access to United Kingdom interbank and
settlement systems, temporary grandfathering provisions for
UCITS investment ratios and some provisions to facilitate the
novation of over-the-counter derivative contracts moving under
French law.

To ensure continuity of service, independent of the outcome of
negotiations, our contingency plan is based on the assumption of
a scenario whereby the United Kingdom exits the European Union
without the existing passporting or regulatory equivalence
framework that supports cross-border business. Given the time-
frame and the complex negotiations involved, HSBC Group’s
priorities are to continue to support its customers, take
appropriate actions to mitigate risks and maintain stability, and
deliver on HSBC Group’s strategy.

A programme was set up in 2017 and covers all businesses and
functions. It focuses on four main components: legal entity
restructuring; product offering; customer migrations; and people
moves.

Change of the organisational structures of HSBC
Group in France

Group HSBC currently owns branches in seven countries of the
European Economic Area (Belgium, Netherlands, Luxembourg,
Spain, Italy, Ireland, Czech republic), reporting to HSBC Bank plc.
and based on the use of financial passport that the United
Kingdom continues to benefit from. In preparation for the United
Kingdom withdrawal from the European Union, this set of entities
will be transferred by March 1% 2019. The transfer of those entities
is scheduled as follows:

i. Establishment of new HSBC France branches in the concerned
countries

ii. Transfer of activities to the newly created branches

Deregistration of HSBC Bank plc. branches from local
supervisory authorities

After reception of regulatory approval in 2018, HSBC France
finalised the establishment of the new branches and plans the
transfer of activities by March 1% 2019.

HSBC France is expanding and enhancing its existing product
offering, which will include euro clearing capabilities and further
product launches during the first quarter of 2019.

HSBC France will continue to build strong business relationships
with the clients of these entities and strengthen its position as the
first international bank in France in Global Banking and Markets
and Commercial Banking activities.

Management report

Environment
Scope of the performance review

Performance is analysed below on the basis of consolidated
financial statements for the HSBC France group under IFRS as
defined in Note 1 to the consolidated financial statements pages
152 and following. Performance is also presented in brief for the
‘France’ geographical segment as used by HSBC Holdings plc in
its analysis of geographical contributions to the HSBC Group's
results.

HSBC France’s performance on the basis of its individual financial
statements, prepared in accordance with the generally accepted
accounting principles applicable to credit institutions in France, is
analysed in the note to the parent company financial statements
entitled ‘Highlights' page 228.
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Consolidated income statement

31 Dec 31 Dec

2018 2017

Footnotes €m €m

Net interest income 1,011 1,048
Net fee income 593 574
Net income from financial instruments held for trading or managed on a fair value basis 3 24 291

Net income from assets and liabilities of insurance businesses, including related derivatives, measured at fair value through

profit and loss 3 (638) 616
Changes in fair value of long-term debt and related derivatives (2) (1)
Changes in fair value of other financial instruments mandatorily measured at fair value through profit and loss 113 N/A
Gains less losses from financial investments 14 107
Dividend income - 5
Net insurance premium income 2,026 1,861
Other operating income/expense 70 8
Total operating income 4 3,211 4,509
Net insurance claims and benefits paid and movement in liabilities to policyholders (1,475) (2,602)
Net operating income before change in expected credit losses and other credit impairment charges 4 1,736 1,907
Change in expected credit losses and other credit impairment charges 10 (81)
Net operating income 1,746 1,826
Total operating expenses 4 (1,701) (1,607)
Operating profit 45 219
Share of profit in associates and joint ventures = —
Profit before tax 45 219
Tax expense (63) (43)
Profit for the period (18) 176
— profit attributable to shareholders of the parent company (17) 177
— profit attributable to non-controlling interests (1) (1)

1 The HSBC Group adopted IFRS 9 on 1 January 2018 and certain accounting changes. Comparative information has not been restated apart from the items mentioned in the footnote
3. For further details, refer to ‘Standards adopted during the year ended 31 December 2018" and ‘Effects of reclassification upon adoption of IFRS 9.

2 Since 1 January 2018, certain structured financial liabilities are classified as "Financial liabilities designated at fair value”. These financial liabilities were previously included in the
"Trading liabilities". As a result, changes in the fair value of these instruments attributable to changes in own credit risk are recognised in other comprehensive income while they
impacted the income statement in 2017. Comparative figures have not been restated. For 2017, a restatement would have resulted in an increase in the "Net result of financial
instruments held for trading or managed at fair value” of EUR 86 million and an increase of EUR 30 million in tax with an equivalent decrease in other comprehensive income.

3 The presentation of the items "Net income/(expense) from financial instruments held for trading or managed on a fair value basis" and "Net income from assets and liabilities of
insurance businesses, including related derivatives, measured at fair value through profit or loss" has been reviewed. Comparative information has been modified accordingly.

4 Total operating income and expenses include significant items as detailed.

Net interest margin was EUR 1,011 million at end-December
2018, from EUR 1,048 million in the previous year. In an
environment of lasting low interest rates, margins on deposits and
interest income on bond portfolios of the life insurance subsidiary
continued to fall, although this was partly offset by positive
volume effects on loans and deposits and the integration of the
new European entities. The evolution of net interest margin is also
impacted by high levels of early redemptions of loans in the first
half 2017.

Net fee income was EUR 593 million in 2018, compared with
EUR 574 million in 2017. The change was mainly the result of
Global Banking and Markets following favourable origination fee
income and expenses from other HSBC Group entities related to
capital markets transactions. The positive contribution from the
HSBC France European entities is offset by a reclassification from
operating expenses to fee expenses and a decrease in fee income
on Retail Banking & Wealth Management and Commercial
Banking.

Revenues from the trading portfolio managed on a fair
value basis fell from EUR 291 million in 2017 to EUR 24 million in
2018. This variation is mainly explained by:

e decreasing trading revenue in fixed income markets,
particularly penalised by an unfavourable fourth-quarter
performance in a context of weak client demand and margin
compression on Eurozone sovereign debt;

* aslight decrease in balance sheet management revenue in
2018;

e againin 2017 on a derivative associated with a receivable on a
Global Banking and Markets counterparty for EUR 82 million;
that hedge enabled HSBC France to recover all of the loss on its
receivable, which had been recognised as a loan impairment
charge in an amount of EUR -82 million;

e several structured debts were reclassified from trading portfolio
to fair value option portfolio from January 1%, 2018 and the
related credit spread for the credit risk component is now
accounted in comprehensive income and not in profit and loss
anymore;

e the variation of Debit Valuation Adjustment reserve totalled
EUR 6 million in 2018, compared with EUR -28 million in 2017;

e as regards the insurance company, the change in the market
value of derivative instruments hedging its exposures increases
by EUR 39 million; the counterpart of that year-on-year increase
can be observed in the change in liabilities to policyholders (see
below);

Revenue from financial instruments recognised at fair value
was EUR -638 million compared with EUR 616 million in 2017.
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This variation includes the significant decrease in the market value
of assets held by the life insurance company, with respect to unit-
linked and euro fund policies. The counterpart of that increase,
caused by movements in market indexes, is the change in
liabilities to policyholders (see below).

Changes in fair value of other financial instruments
mandatorily measured at fair value through profit and loss,
according to IFRS9 principle, was EUR 113 million, partially offset
by the change in fair value of hedges accounted as financial
instruments at fair value.

Gains less losses from financial investments were EUR 14
million compared with EUR 107 million the previous year in
relation with movements on financial investments, partially offset
by positive volume effects on loans and deposits and the
reattachment of European branches and subsidiaries.

Insurance premium income for the year was EUR 2,026 million,
up by comparison with EUR 1,861 million in 2017, reflecting firm
inflows.

Other operating income came to EUR 70 million compared with
EUR 8 million the previous year, mainly reflecting the change in
life insurance PVIF2.

Net insurance claims incurred, benefits paid and movement
in liabilities to policyholders were EUR -1,475 million in 2018,
from EUR -2,602 million in 2017. This change should be seen in
the light of the increase in the market value of hedging
instruments and assets recognised at fair value by the insurance
subsidiary.

Net operating income before change in expected credit
losses and other credit impairment charges was EUR 1,736

million for the year, from EUR 1,907 million in the previous year.
This decrease mainly reflects the unfavourable variation of capital
markets revenues and the lower net interest margin in the banking
business in France, caused by ongoing low interest rates.

Change in expected credit losses and other credit
impairment charges came to a EUR 10 million credit versus EUR
-81 million in 2017. The decrease was mainly due to a loss on a
receivable from a Global Banking and Market counterparty in 2017
totalling EUR -82 million, fully offset by the gain recognised on a
hedging derivative associated with the receivable. HSBC France
cost of risk remained at a very low level and reflected rigorous
management of credit risk in a favourable environment.

Operating expenses amounted to EUR -1,701 million in 2018,
compared with EUR -1,607 million in 2017. This includes HSBC
France European entities for EUR -73 million, and costs associated
with the United Kingdom's exit from the European Union.
Excluding those items, operating expenses remained under
control, reflecting the productivity gains allowing to fund the
pursuit of technology and digital investments.

Profit before tax was EUR 45 million, down from EUR 219
million in 2017. Profit variation could be explained by the decrease
in revenues from capital markets and the impact of persisting low
interest-rate environment, impacting notably Retail Banking &
Wealth Management and Commercial Banking, partially offset by
lower credit-risk impairment charges and the integration of HSBC
France European entities.

Profit attributable to shareholders of the parent company in
2018 was EUR -17 million, from EUR 177 million in the previous
year, including provision for income taxes.

Significant revenue items by business segment — (gains)/losses

Year ended 31 December 2018

Retail
Banking and Global
Wealth Commercial Banking and Private Corporate
M nent Banking Markets Banking Centre Total
€m €m €m €m €m €m
Reported revenue 749 514 440 52 (19) 1,736
Significant revenue items — - (6) - 1 (5)
— debit valuation adjustment — — (6) — — (6)
— fair value movement on non-qualifying hedges - - - - 1 1
Adjusted revenue 749 514 434 52 (18) 1,731
Year ended 31 December 2017
Reported revenue 761 518 629 49 (50) 1,907
Significant revenue items — — 28 — (4) 24
— debit valuation adjustment — — 28 — — 28
— fair value movement on non-qualifying hedges — — — — (4) (4)
Adjusted revenue 761 518 657 49 (54) 1,931

2 Present Value of In Force long-term insurance business

12 HSBC France Annual Report and Accounts 2018




Significant cost items by business segment — (recoveries)/charges

Year ended 31 December 2018

Retail
Banking and Global
Wealth Commercial Banking and Private Corporate
M 1t Banki Markets Banking Centre Total
€m €m €m €m €m €m
Reported operating expenses (804) (371) (422) (44) (60) (1,701)
Significant cost items - 2 15 - 32 49
— impairment of goodwill - - — - - —
— cost to establish UK - ring fenced bank (E&M) - - — - 1 1
— costs to achieve - - - - - -
- costs associated with the UK'’s exit from the EU - 2 15 - 31 48
- settlements and provisions in connection with legal and
regulatory matters = = = = = =
Adjusted operating expenses (804) (369) (407) (44) (28) (1,652)
Year ended 31 December 2017
Reported operating expenses (758) (345) (373) (43) (88) (1,607)
Significant cost items 14 — 9 — 67 90
— impairment of goodwill — — — — — —
- costs to achieve 14 - - 62 81
- costs associated with the UK'’s exit from the EU - - - 5 9
- settlements and provisions in connection with legal and
regulatory matters - - — - - —
Adjusted operating expenses (744) (345) (364) (43) (21) (1,517)
Net impact on profit before tax by business segment
Year ended 31 December 2018
Retail
Banking and Global
Wealth Commercial Banking and Private Corporate
M it Banki Markets Banking Centre Total
€m €m €m €m €m €m
Reported profit/(loss) before tax (55) 143 21 13 (77) 45
Significant revenue items - — (6) - 1 (5)
Significant cost items - 2 15 - 32 49
Adjusted profit/(loss) before tax (55) 145 30 13 (44) 89
Net impact on reported profit and loss - 2 9 - 33 44
Year ended 31 December 2017
Reported profit/(loss) before tax (8) 180 180 5 (138) 219
Significant revenue items — — 28 — (4) 24
Significant cost items 14 — 9 — 67 90
Adjusted profit/(loss) before tax 6 180 217 5 (75) 333
Net impact on reported profit and loss 14 — 37 — 63 114
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Adjusted profit/(loss) for the period

Year ended 31 December 2018

Retail
Banking and Global
Wealth Commercial Banking and Private Corporate
Management Banking Markets Banking Centre Total
€m €m €m €m €m €m
Net operating income before expected credit loss and other credit
risk provisions 749 514 434 52 (18) 1,731
Change in expected credit loss and other credit risk provisions - - 3 5 2 10
Net operating income 749 514 437 57 (16) 1,741
Total operating expenses (804) (369) (407) (44) (28) (1,652)
Operating profit (55) 145 30 13 (44) 89
Share of profit in associates and joint ventures - - - - - -
Adjusted profit before tax (55) 145 30 13 (44) 89
Year ended 31 December 2017
Net operating income before expected credit loss and other credit
risk provisions 761 518 657 49 (54) 1,931
Change in expected credit loss and other credit risk provisions (11) 7 (76) (1) — (81)
Net operating income 750 525 581 48 (54) 1,850
Total operating expenses (744) (34b) (364) (43) (21) (1,517)
Operating profit 180 217 5 (75) 333
Share of profit in associates and joint ventures — — — — —
Adjusted profit before tax 180 217 5 (75) 333

Net operating income before change in expected credit
losses and other credit impairment charges was EUR 1,731
million, down from EUR 1,931 million in 2017. This decrease could
mainly be explained by the fall of capital markets activities with a
difficult fourth-quarter in an adverse market environment. The low
interest-rate environment continues to penalise the net interest
margin of Retail Banking & Wealth Management and Commercial
Banking. In 2017, net operating income before change in expected
credit losses also included a gain on a derivative associated with a
receivable on a Global Banking counterparty for EUR 82 million;
that hedge enabled HSBC France to recover all of the loss on its
receivable, which had been recognised as a loan impairment
charge in an amount of EUR -82 million. The positive contribution
from European entities represented EUR 81 million.

Change in expected credit losses and other credit
impairment charges totalled EUR 10 million credit compared
with EUR -81 million impairment charge in 2017. This situation
reflects both an improved companies' financial situation and a
rigorous management of credit risk by HSBC France. The previous
year was also impacted by a loss on a receivable from a Global
Banking counterparty totalling EUR -82 million, fully offset by the
gain recognised on a hedging derivative associated with the
receivable.

Adjusted operating expenses were EUR -1,652 million in 2018,
compared with EUR - 1,517 million in 2017, mainly impacted by
the integration of HSBC France European entities for EUR -73
million, the pursuit of transformation projects and the increase of
the contribution to the Single Resolution Fund.

Adjusted profit before tax was EUR 89 million, down from EUR
333 million in previous year, penalised by the decrease of capital
markets income and lower profit before tax from Retail Banking &
Wealth Management.

Retail Banking and Wealth Management

HSBC France Retail Banking and Wealth Management served
811 000 active customers at the end of 2018, 1.9% down from
2017, with Premier customer base increasing by 1%.

Loans and advances to customers, at EUR 19.5 billion, increased
by 6% year-on-year. The growth in France was at 3%, in a growing

French market, with a strong level of new home loan business at
EUR 3.3 billion, and was compounded by the integration of the
European entities.

Total Asset Under Management from customers were up at EUR
40.2 billion, increasing by 2% in a very competitive market and
impacted by bearish financial markets. Retail Banking and Wealth
Management business experienced an increase in customer
deposits, with EUR 17.2 billion balances at the end of 2018,
increasing by 12%, including 7% increase in current accounts and
the integration of the European entities.

HSBC Assurances expertise and product adequacy in life
insurance, retirement and protection to individual, professional
and corporate clients has been recognised again in 2018 through
different awards, notably the Trophée d'Or of Life Insurance
contracts (Le Revenu) for HSBC Stratégie Patrimoine for fourth
year in a row.

Asset Management expertise was also recognised in 2018, notably
with:

e 2nd rank in Corbeille Long-Terme for full offering range
performance over 5 years (Mieux Vivre Votre Argent) ;

e Trophée d'Or on Europe Equity offering range (Le Revenu)

Adjusted Profit Before Tax was EUR -55 million in 2018 decreasing
by EUR 61 million year-on-year. This is the result of adverse
financial market variations and low-rate environment, partly offset
by customer balance growth supported by significant investments
in marketing, digital et information systems.
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Adjusted revenues were EUR 749 million in 2018 versus EUR 761
million in 2017. 2018 revenues included EUR 22 million from the
European entities.

Bank net interest margin was adversely impacted by low-rate
environment leading to margin compression on deposits and
home loans, compounded by a high level of early repayment and
refinancing on loans in 2017, and partly offset by the growth of
deposits and loans balances. Bank net fees and commissions were
impacted by a competitive environment and adverse financial
market variations. Customer investment balances remained
nevertheless at EUR 23.6 billion supported by increased Net New
Money.

Asset Management revenues were in line with 2017, despite a
decrease in Asset Under Management in an adverse market
environment.

Insurance revenues were up by EUR 26 million year-on-year,
supported by an increased Net New Money, by revision of PVIF
projection assumptions, which offset the adverse variations of
financial markets in 2018.

Loan impairment charges were nil in 2018, decreasing by EUR 11
million year-on-year with improvement of credit portfolio risk
profile.

Adjusted operating expenses at EUR -804 million versus EUR -744
million in 2017 included an increase in investments on marketing,
information systems and digital. Operating expenses of the
European entities amounted to EUR -27 million in 2018.

Commercial Banking

HSBC provides its customers a large range of banking and
financial services in order to help commercial companies to
manage and develop their activities in France and abroad.

HSBC France is committed to supporting businesses in their
development and increased its loan book by 16% to EUR 13.1
billion in 2018. On a comparable perimeter, excluding branches,
increase in loan book represented 11%, mainly in medium and
long-term loans, which rose by +10%, particularly in the medium-
sized and large company segment. Deposits grew 9% to EUR 11.8
billion, and +3% if we exclude European entities.

At the same time, Commercial Banking achieved strong business
levels in engineering and advisory services in the Large Corporates
segment in connection with Global Banking and Markets.

Adjusted revenue before credit-risk impairment charges amounted
to EUR 514 million, decreasing by EUR -4 million versus 2017. It
was negatively impacted by the prolonged historically low interest
rates and the decline in fee income, partially offset by the positive
EUR 14 million impact of integration of European entities.

Revenue generated by French customers in other international
HSBC Group entities represented over a third of revenues
generated by the same companies in France. In 2018, this
international revenue rose by +15%. HSBC remains a key partner
for French companies seeking to set up abroad and for foreign
companies seeking to expand in France.

3 Present Value of In-Force long-term insurance business
4 Source Dealogic

5 Source Dealogic

As regards credit-risk impairment charges in Commercial Banking,
there was a net release of EUR 0.3 million, to be compared to EUR
7 million net release in 2017. Credit-risk impairment charges
remained at a historically low level reflecting both the improved
financial situation of businesses across all sectors of the economy
and the rigorous management of credit risk.

Adjusted operating expenses, at EUR -369 million increased by
EUR -24 million, including EUR -16 million explained by the
integration of European entities. On a comparable perimeter,
excluding European entitities, operating expenses grew by +2.7%,
including an increase of IT and digital investments.

Commercial Banking's profit before amounted EUR 145 million
versus EUR 180 million in 2017.

Global Banking and Markets

In 2018, HSBC improved its market share in the bond issuance
market, while confirming its position as the leading international
bank in the French market and the leader among European public-
sector issuers*. HSBC assisted its clients in all major segments of
the international markets - hybrid high yield debt, multi-tranche/
multi-currency issues, private placements - and provided services
to the widest variety of issuers in terms of profile and credit
quality. HSBC won consequent mandates in “green and
sustainable” issuances and strengthened its position on that
market, ranking second gIobaIIyS.

Adjusted revenue fell significantly to EUR 434 million versus EUR
657 million in 2017 which had been impacted by a 82 million gain
on a hedge, enabling HSBC France to recover all of a -82 million
loss on a receivable recognised as a credit risk impairment charge.
Excluding this element, adjusted revenue was EUR 141 million
lower than prior year.Global Markets revenue dropped, impacted
by a disappointing fourth quarter caused by very difficult market
conditions. Global Banking revenues benefited from a good
performance in Advisory and Credit & Lending. Private Equity
revenues have remained strong.

Revenue generated by French clients in international markets rose
by 11% relative to 2017 at constant exchange rates, and continued
to account for the majority of revenue generated by French clients
within the HSBC Group. Revenue generated in France by clients of
other HSBC Group entities increased by 1%.

Loan impairment charges came to EUR 3 million versus a charge
of EUR -76 million in 2017, of which the loss totalling EUR -82
million mentioned above, fully hedged by an associated hedging
derivative.

Adjusted expenses amounted to EUR -407 million, up 12%, on
account of the rise in HSBC France’s contribution to the European
Single Resolution Fund and of the integration of European entities.

Adjusted profit before tax in Global Banking and Markets was EUR
30 million, as opposed to EUR 217 million in 2017.
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Private Banking

Private banking is continuing to change against a demanding
regulatory background. HSBC imposes high standards regarding
know-your-customer requirements and the transactions it
performs.

Adjusted profit before tax is EUR 13 million in 2018 vs EUR
5 million in 2017.

Adjusted revenues stand at EUR 52 million in 2018 vs EUR

49 million in prior year. Net interest income increased, driven by
the lending portfolio growth, partly offset by the low rate
environment. Fees and other income benefited from strong
momentum in Net New Money and were adversely impacted by
the financial markets downturn.

Loan impairment charges were a net credit of EUR 5 million vs
EUR -1 million charge in 2017, in a context of lending balance
sheet growth, supported by proactive credit risk management.

Adjusted operating expenses stand at EUR -44 million EUR aligned
with 2017 level, despite the increase of costs related to IT projects
and regulatory requirement.

Corporate Centre

The Corporate Centre comprises balance sheet management and
treasury activities along with operating income and expense items
that are not allocated to the global businesses.

Adjusted profit before tax was EUR -44 million compared with
EUR -75 million the previous year.

Summary consolidated balance sheet

At

31 Dec 2018 31 Dec 2017

Footnotes €m €m

Total assets 180,946 167,544
Cash and balances at central banks 9,018 14,630
Trading assets 16,966 22,401
Financial assets designated and otherwise mandatorily measured at fair value through profit and loss 10,495 —
Financial assets designated at fair value N/A 8,605
Derivatives 31,777 34,407
Loans and advances to banks 6,197 4,843
Loans and advances to customers 46,997 44,856
Reverse repurchase agreements — non-trading 32,835 13,781
Financial investments 16,502 20,548
Other Assets 3 10,159 3,473
Total liabilities 174,362 161,838
Deposits by banks 10,828 13,297
Customer accounts 41,906 38,277
Repurchase agreements — non-trading 18,921 6,586
Trading liabilities 2 23,145 32,436
Financial liabilities designated at fair value 2 14,584 7,565
Derivatives 31,298 33,229
Debt securities in issue 2,472 5,159
Liabilities under insurance contracts issued 21,335 21,853
Other liabilities 3 9,873 3,436
Total equity 6,584 5,706
Total shareholders’ equity 6,555 5,676
Non-controlling interests 29 30

1 The HSBC Group adopted IFRS 9 on 1 January 2018. Comparative information has not been restated. For further details, refer to ‘Standards adopted during the year ended 31

December 2018 and ‘Effects of reclassification upon adoption of IFRS 9.

2 From 1 January 2018, certain structured financial liabilities are classified as 'Financial liabilities designated at fair value'. These were previously included in ‘Trading liabilities’.
Comparative data have not been restated. A restatement would have increased 'Financial liabilities designated at fair value' by EUR 2.7 billion at 31 December 2017, with an

equivalent decrease in ‘Trading liabilities’.

3 At 1 January 2018, the HSBC Group adopted certain accounting changes. Comparative data have not been restated. On asset, cash collateral, margin and settlement accounts have
been reclassified from 'Trading assets’, 'Loans and advances to banks' and 'Loans and advances to customers’ to 'Prepayments, accrued income and other assets'. On liabilities, cash
collateral, margin and settlement accounts have been reclassified from 'Trading liabilities’, 'Deposits by banks' and 'Customer accounts’ to 'Accruals, deferred income and other

liabilities'.

The consolidated balance sheet of HSBC France showed total
assets of EUR 181 billion at December 31%' 2018, increasing by
EUR 13 billion versus December 31 2017.

Assets

HSBC France's deposits with the central bank decreased by

EUR 5.6 billion to EUR 9 billion in 2018 and financial investments
fell EUR 4 billion to EUR 16.5 billion in connection with the bank’s
treasury and liquidity management operations. The securities held
under repurchase agreements rose by EUR 19 billion to EUR 32.8
billion, in relation with the development of prime brokerage
activities. The trading portfolio was reduced by EUR 5.4 billion to
EUR 17 billion and derivative instruments were EUR 2.6 billion
lower in a context of weak client demand. The client loan book
continued to grow by EUR 2.1 billion, due to a good momentum
across all businesses and the consolidation of European entities.

Liabilities

Deposits by banking counterparties decreased by EUR 2.5 billion
to EUR 10.8 billion. Customer deposits rose from EUR 38.3 billion
to EUR 41.9 billion, mainly related to deposits from Retail Banking
& Wealth Management and Commercial Banking customers, and
the integation of European entities. Repo securities increased by
EUR 12.3 billion, while the trading portfolio was reduced by

EUR 23.1 billion and derivatives decreased by EUR 1.9 billion. The
value of insurance policies taken out by clients is globally steady.

Equity

Shareholders’ equity were up to EUR 6.6 billion. In 2018, HSBC
France reviewed the structure of its capital and carried out several
transactions described in the ‘Capital management’ chapter on
page 142.
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The total fully loaded capital ratio was 15.7% at December 31%
2018 versus 14.6% at December 31° 2017. At December 31°
2018, the fully loaded CET1° ratio was 13.1% and the fully loaded
leverage ratio was 3.6%.

Liquidity and financing

Outstanding medium- and long-term financing and the bank’s
main financing transactions in 2018 are presented in the liquidity

and financing management section on pages 109 to 111.

The short-term ratio (liquidity coverage ratio or LCR), calculated
according to the EU’s delegated act, was 128% as opposed to the
regulatory minimum figure of 80%, and the long-term ratio (net
stable funding ratio or NSFR), calculated according to the text of
BCBS 295, was 113%.

Balance Sheet Information

Retail
Banking and Global
Wealth Commercial Banking and Private Corporate
M 1t Banking Markets Banking Centre Total
€m €m €m €m €m €m
At 31 December 2018 45,916 15,060 105,352 2,339 12,279 180,946
— of which
Loans and advances to customers 19,477 13,137 12,608 2,325 (550) 46,997
Customers accounts 17,190 11,787 12,088 828 13 41,906
At 31 December 2017 47,052 10,710 105,240 887 3,655 167,544
— of which
Loans and advances to customers 18,329 11,355 13,245 1,913 14 44,856
Customers accounts 15,396 10,862 11,250 727 42 38277

Results of the France geographical segment
as used by HSBC Holdings plc in its analysis of
geographical contributions to the HSBC
Group's results

In 2018, France as viewed by the HSBC Group contributed
USD 37 million (EUR 33 million) to the Group’s profit before tax, as
opposed to USD 268 million (EUR 246 million) in 2017.

The difference between these figures and those presented in the
comments on the legal perimeter above mainly arises because
these figures include the Paris branch of HSBC Bank plc, which is
engaged in cash equity and structured equity derivative activities.

Post-balance sheet events

In a context of political and regulatory evolution in Europe, HSBC
adjusts its activities in order to strenghthen its pan-European
proposition to customers. To that end, HSBC France acquired or is
to acquire assets and liabilities of seven European branches of
HSBC Bank plc, in Belgium, Czech Repubilic, Ireland, Italy,
Luxembourg, Netherlands and Spain. All those acquisitions should
be effective by March 1% 2019. Those entities deliver services to
customers of Global Banking & Markets and Commercial Banking.
HSBC in Ireland and Luxembourg entities also provides securities
services solutions to investment funds and companies.

Those evolutions were approved by the competent supervisory
authorities and the concerned Boards of directors.

All those entities and activities, acquired or to be acquired,
represented a total profit before tax of EUR 126 million in 2018
and a total assets of EUR 17.6 billion.

In this context, HSBC France achieved two capital issuances at the
beginning of the year 2019: EUR 949.6 million in January 14™ and
EUR 336.3 million in February 1°'. HSBC France also issued Tier2
instruments for EUR 400 million in January 29" 2019.

8 Common Equity Tier 1

This reorganisation, internal to HSBC Bank plc, will have no impact
on HSBC France solvency ratio.

Furthermore, according to the rule of separation of core retail
banking activities from investment banking in United Kingdom,
HSBC implemented in France a so-called Service Company entity
(ServCo). In compliance with Group organisation, this entity
encompasses IT activities of Global Banking & Markets.

Outlook

2019 is expected see the continuation of the slowdown in the
global activity which started in 2018. Despite the economic
momentum in some emerging countries, China, the US and the
Eurozone may see growth below last years’ performance. Weaker
global trade, impacted by trade tensions notably, and a stronger
US dollar are expected to weigh on the global economic outlook.
Also, the increase in risk aversion and in market volatility,
noticeable at the end of 2018, could add some uncertainties
around the size of the expected economic slowdown. Admittedly,
the maturity of the US business cycle, prolonged at the expense of
higher fiscal and current account deficits, and tepid inflationary
pressures, particularly in the Eurozone and in Japan, could lead
central banks to show a greater vigilance. Against a backdrop of
rising risks, and especially with growing debt ratios in main
countries, rate hike decisions could be less than previously
anticipated, especially in the US. The Eurozone is expected to post
a lower economic growth relative to 2018, although France could
record a more resilient activity than that of its main partners over
the coming two years.

In this context, HSBC France’s results could be impacted by a
lasting low rate or negative rate environment, adverse market
conditions, significant decrease of businesses activities due to a
decline of the economy, exports, lower investments, or regulatory
and political context in Europe, as well as a lower household
consumption and a potential increase of expected credit losses.

HSBC France has a clear and focused strategy that is consistent
with the HSBC Group’s strategy and adapted to France, a priority
market. It focuses on three main areas:
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e driving business by continuing to develop its wealth
management business and investing in digital capabilities in
Retail and Commercial Banking,

e leveraging strengths of the Group, notably its international
footprint to reinforce its positioning in Commercial Banking,
Global Banking and Markets, and the Private Bank,

e simplifying processes and procedures to gain efficiency with
improvements in the customer experience. HSBC France will
pursue the IT infrastructure modernization programme and also
has an ambition to digitalise its products and services.

Finally, in an evolving political and regulatory environment in
Europe, several HSBC Bank plc European entities will be

transferred to HSBC France up to March 1%t 2019. HSBC France
will continue to build strong business relationships with the clients
of these entities and strengthen its position as the first
international bank in France in Global Banking and Markets and
Commercial Banking activities.

Historical data (unaudited)

2018 2017 2016 2015 2014
€m €m €m €m €m

HSBC France Group
Profit before tax 45 219 432 618 232
Profit attributable to shareholders 17) 177 310 445 198
At 31 December
Shareholders’ equity 6,555 5,676 5,842 5,838 5,733
Loans and advances to customers and banks 53,194 49,699 44,706 43,184 42,262
Customer accounts and deposits by banks 52,734 51,574 46,281 39,897 40,656
Total Balance Sheet 180,946 167,544 169,423 168,458 201,018
Number of employees (full-time equivalents) 8,829 8,337 8,647 9,217 9,402
Ratios
— Total capital ratio’ N/A 14.1% 13.2% 14.9% 14.1%
— Common Equity Tier One Ratio’ N/A 13.1% 13.2% 14.9% 14.1%
— Cost efficiency ratio? 98.3% 78.6% 72.7% 68.8% 82.2%

1 Capital ratios under Basel 2.5 in 2013 and under Basel Il ‘transitional’ as of 2014.
2 The cost efficiency ratio in 2016 does not include the depreciation of goodwil.

Credit ratings

HSBC France is rated by three major agencies: Standard & Poor’s,
Moody’s and FitchRatings.

Standard &
Poor’s Moody's FitchRatings
Long term Unsecured Debt AA - Aa3 AA -
Outlook Stable Stable Stable
Short term Rating A-1+ P-1 F1+
Last update Aug 10M 2018  Sep 272017  Sep 28M 2018

For FitchRatings and Standard and Poor’s, HSBC France's ratings
are aligned with those of HSBC Bank plc (Standard and Poor’s)
and HSBC Holdings plc (FitchRatings), given HSBC France’s
strategic importance for the Group HSBC.

HSBC France's ratings have been reviewed during the year by
FitchRatings and Standard & Poor'. There is no remaining issue or
open discussion point.

Ratings and outlooks remained unchanged during the year 2018,

HSBC France maintains its long-term ratings from Standard &
Poors since 2011, Fitchratings since 2012 and Moody's from 2017.
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Other information on HSBC France

Information on supplier payable amounts schedule
(Articles L. 441-6-1 and D. 441-4 of the French Commercial code)

Article D.441 - Il : Received invoices subject to late payment delays during the year
0 day (for Total (1 day and
information) 1 to 30 days 31 to 60 days 61 to 90 days over 90 days more)
(A) Late payment buckets
Number of invoices 37,283 11,412
Amount of invoices including VAT
(in k€) 490,500 121,929 52,231 17,529 74,921 266,610
Percentage of total purchasing in the
year 65% 16% 7% 2% 10% 35%
(B) Invoices excluded from (A) in respect of litigations or not accounted
Number of invoices excluded 2,486
Amount of excluded invoices
including VAT (in k€) 35,404

(C) Suppliers' payment terms (contractual or legal terms - article L.441-6 or article L.443-1 of the Commercial code)

Payment terms used to assess the

late payments Contractual terms: 45 days

Information on client receivable amounts schedule
(Articles L. 441-6-1 and D. 441-4 of the French Commercial code)

Article D.441 - | : Issued invoices by HSBC France S.A. subject to late payment delays at year-end
0 day (for Total (1 day and
information) 1 to 30 days 31 to 60 days 61 to 90 days over 90 days more)

(A) Late payment buckets

Number of invoices 122 999
Amount of invoices excluding VAT
(in k€) 5,909 12,286 3,601 4,032 10,239 30,158
Percentage of total revenue of the
year 0.20% 0.41% 0.12% 0.14% 0.34% 1.01%

(B) Invoices excluded from (A) in respect of litigations or not accounted

Number of invoices excluded —

Amount of excluded invoices
excluding VAT (in k€) -

(C) Clients' payment terms (contractual or legal terms - article L.441-6 or article L.443-1 of the Commercial code)

Payment terms used to assess the

late payments Contractual terms: 30 to 45 days

This information does not include banking transactions and certain related transactions as HSBC France considers that they do not fall

within the scope of the information to be produced.
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Corporate governance report

Under article L. 225-37 of the French Commercial Code, the Board
of Directors presents a report on corporate governance attached
to the management report referred to in article L. 225-100 to the
shareholders’ general meeting.

This report was submitted to the Board Committees at their
meetings held on 1 and 5 February 2019.

Corporate governance structure and bodies

Committees’ governance and structure

Risk Management

HSBC France
Board of Directors

’I

Remuneration

Risk Committee Committee

Audit Committee Nomination Committee

Executive Directors

Meeting

Businesses' Risk
Committees &

Financial Risks h -
international

Operational Risks

locations
e Conduct and e Asset & Liability e Global Banking and
Regulatory Committee Markets
Compliance Forum ("ALCO’) Balance ¢ Commercial
- X Banking
e OQOperational Risks Sheet « Retail Banking and
Meeting e Model Oversight Wealth
* Business Committee Management
Continuity e Market Risk Forum ¢ Private Banking
Committee e Asset Management
: Insurance
* People Risk o HSBC Bank plc
Committee International (for

HSBC France
branches)

A
Financial Crime Risk
} Executive Committee -‘ Management
Committee
A
Main ad hoc Businesses' Enancialicgme

Compliance

Committees
Governance Structure

Committees

* New Product * Business
Approval Committee e Lines of Businesses’
Committee * Businesses' Financial Crime Risk
* Project Oversight Management or Management
Committee Executive Committees
e Top and Emerging Committees e HOST Financial
Risk Forum e HSBC Bank plc Crime Risk
International (for Management
HSBC France Committee
branches) * Financial Crime
Compliance
Management
Committee

Forums and Working Groups

Board composition is detailed and commented on pages 20 and
following of this Corporate Governance report.

Membership, missions and work of the Board Committees are
presented in relevant sections of this Corporate Governance report
(see pages 28 to 33).

Executive Committee membership is detailed on page 28 of this
Corporate Governance report.

Risks, issues or other matters requiring attention from the
management body may be escalated through line management, or
through the committee structure described above.

In particular regarding the information flow on risk, the HSBC
France RMM, which is chaired by the Chief Risk Officer and
includes the Chief Executive Officer, the Deputy Chief Executive
Officer and other members of the Executive Committee, is the
overarching Committee overseeing risk management and
permanent control. Next to it, the committee in charge of
overseeing more specifically the Financial Crime Risk, Sanctions
Risk and Fraud Risk, is the Financial Crime Risk Management
Committee.

Relevant information, in particular on risk, are shared on a
quarterly basis with the Board and its Audit and Risk Committees
by the bank’s senior management.
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Composition of the Board of Directors of
HSBC France at 8 February 2019’

Chair of the Board

Samir Assaf
Chairman of the Board of Directors

Member of the Nomination Committee and of the Remuneration
Committee

First elected: 2012. Last re-elected: 2016. Term ends: 201

Principal position: Member of the HSBC Group Management
Board. Chief Executive Officer Global Banking and Markets, HSBC
Group9. Head of the Europe, Middle East and Africa regions for the
HSBC Group.

Other directorships in the HSBC Group: Member of the
Supervisory Board, HSBC Trinkaus & Burkhardt AG®. Director, The
Saudi British Bank®.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as member
of a Board of Directors or a Supervisory Board.

Skills and experience: Born in 1960. Master's degree in Bank
and Finance from the Panthéon-Sorbonne University and
graduated from the Institut d'Etudes Politiques de Paris. Joined
CCF in 1994 from Total Group, where he was Head of Treasury. At
CCF, he was appointed Head of Markets in 1998. He joined HSBC
in 2000 when the bank acquired CCF. Started at HSBC as Head of
Global Markets at HSBC France and Head of Fixed Income
Trading, Europe. In 2006, promoted to Head of Global Markets,
Europe and Middle-East and in 2007 became Deputy Head of
HSBC Group Global Markets. In 2008, he became Head of Global
Markets and a Group General Manager. He took the managerial
direction of the Global Research in 2009 and extended his
responsibilities to Securities Services in 2010. In 2011, he was
appointed Group Managing Director and a member of the Group
Management Board. Since November 2012, he has been the
Chairman of the Board of Directors of HSBC France. He was also a
founding member of the Association of the Financial Markets in
Europe and, since 2012, a member of the Financial Markets
Advisory Committee of the International Monetary Fund. He is a
member of the Advisory Council of the Fixed Income Currencies
and Commodities Markets Standards Board (FMSB).

2017 Directorships in the HSBC Group:
Chairman of the Board of Directors: HSBC France.
Director: The Saudi British Bank. Member of the
Supervisory Board: HSBC Trinkaus & Burkhardt AG.

2016 Directorships in the HSBC Group:
Chairman of the Board of Directors: HSBC France.
Director: The Saudi British Bank. Member of the

Supervisory Board: HSBC Trinkaus & Burkhardt AG.

2015 Directorships in the HSBC Group:

Chairman of the Board of Directors: HSBC France.
Director: HSBC Bank plc. Member of the Supervisory
Board: HSBC Trinkaus & Burkhardt AG.
Directorship outside of the HSBC Group:
Chairman of the Board of Directors: Global Financial

Markets Association.

2014 Directorships in the HSBC Group:
Chairman of the Board of Directors: HSBC France.
Director: HSBC Bank plc. Member of the Supervisory
Board: HSBC Trinkaus & Burkhardt AG.
Directorship outside of the HSBC Group:
Chairman of the Board of Directors: Global Financial
Markets Association.

Elysées, 75419 Paris Cedex 08, France.

Listed company.

Executive Directors

Jean Beunardeau
Director and Chief Executive Officer

First elected: 2008. Last re-elected: 2017. Term ends: 2020

Principal position: Chief Executive Officer, HSBC France. Head
of Global Banking and Markets, France. Group General Manager,
HSBC Group®.

Other directorships in the HSBC Group: Chairman of the
Board, HSBC Global Asset Management (France). Chairman of the
Board, HSBC Assurances Vie (France). Director, Valeurs Mobiliéres
Elysées. Chairman, Fondation HSBC pour I'Education.

Other directorships outside of the HSBC Group: Director,
Institut de la Gestion Déléguée. Member of the Supervisory Board,
Société Anonyme des Galeries Lafayette. Member of the
Supervisory Board, Fonds de garantie des dépbts et de résolution
(permanent representative of HSBC France). Chairman, Académie
France-Chine. Director, Fondation de France (permanent
representative of HSBC France). Treasurer, Saint-Cloud Country
Club (since June 2018).

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as
executive and one directorship as member of a Board of Directors
or a Supervisory Board.

Skills and experience: Born in 1962. Graduated from Ecole
Polytechnique, Telecom engineer and Master of Economics, he
began his career at the Ministry of Finance, at the Forecasting
Department then at the Treasury. He became Technical Advisor to
the Prime Minister in 1995. He joined HSBC France in 1997 in
Corporate Finance and became Managing Director in 2000. He
was appointed Co-Head of Corporate Investment Banking and
Markets, mainly in charge of Corporate and Investment Banking in
2004. In 2005, he was appointed Senior Corporate Vice-President.
In 2007, he was appointed Head of Global Banking and Markets of
HSBC France. In 2010, he was appointed Deputy CEO, in addition
to his role as Head of Global Banking and Markets France. The
same year, he was appointed Head of Global Banking, Continental
Europe, HSBC Group. Since January 2012, he has been CEO of
HSBC France and Head of Global Banking and Markets, France.

As far as their directorship at HSBC France is concerned, the address of HSBC France’s Directors and Senior Executives is the company’s registered office, 103 avenue des Champs-

Director standing for re-election at the Annual General Meeting to be held on 15 March 2019.
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2017

Directorships in the HSBC Group:

Director and CEO: HSBC France. Chairman of the Board:

HSBC Global Asset Management (France), HSBC
Assurances Vie (France). Director: Valeurs Mobiliéres
Elysées. Chairman: Fondation HSBC pour I'Education.
Directorships outside of the HSBC Group:

Director: Institut de la Gestion Déléguée. Member of the
Supervisory Board: Société Anonyme des Galeries
Lafayette, Fonds de garantie des dépbts et de résolution
(permanent representative of HSBC France). Chairman:
Académie France-Chine. Director, Fondation de France
(permanent representative of HSBC France)

Andrew Wild
Director and Deputy Chief Executive Officer

2016

Directorships in the HSBC Group:

Director and CEO: HSBC France. Chairman of the Board:

HSBC Global Asset Management (France), HSBC
Assurances Vie (France). Director: Valeurs Mobiliéres
Elysées. Chairman: Fondation HSBC pour I'Education.
Directorships outside of the HSBC Group:

Director: Institut de la Gestion Déléguée. Member of the
Supervisory Board: Société Anonyme des Galeries
Lafayette, Fonds de garantie des dépbts et de résolution
(permanent representative of HSBC France). Chairman:
Académie France-Chine.

2015

Directorships in the HSBC Group:

Director and CEO: HSBC France. Chairman of the Board:

HSBC Global Asset Management (France), HSBC
Assurances Vie (France). Director: Valeurs Mobilieres
Elysées. Chairman: Fondation HSBC pour I'Education.
Directorships outside of the HSBC Group:

Director: Institut de la Gestion Déléguée. Member of the
Supervisory Board: Société Anonyme des Galeries
Lafayette.

2014

Directorships in the HSBC Group:

Director and CEO: HSBC France. Chairman of the Board:

HSBC Global Asset Management (France). Director:
Valeurs Mobiliéres Elysées, HSBC Assurances Vie
(France). Chairman: Fondation HSBC pour I'Education.
Directorships outside of the HSBC Group:
Director: Institut de la Gestion Déléguée. Director and
Treasurer: Fondation ESTP. Member of the Supervisory
Board: Société Anonyme des Galeries Lafayette.

"0 Director stading for re-election at the Annual General Meeting to be held on 15 March 2019.

First elected: 2015. Last re-elected: 2016. Term ends: 2019'°

Principal position: Deputy Chief Executive Officer, Deputy to the
CEO, HSBC France. Head of Commercial Banking, Europe.

Other directorships outside of the HSBC Group: Treasurer,
Association Francgaise des Banques. Chairman, Group of Banks
under foreign control in France, Fédération Bancaire Francaise.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as
executive.

Skills and experience: Born in 1970. British nationality. Graduate
of the Business School of the University of Nottingham. He is also
qualified as a chartered accountant. He joined the HSBC Group in
2005, after having been, in particular, Senior Manager Transaction
Services at KPMG then, Corporate Finance Director at KPMG
Corporate Finance. In 2008, he was appointed Deputy Head of
Commercial Banking of HSBC France. In 2011, he was appointed
Global Head of Corporate, Business Banking and Products of
Commercial Banking, HSBC Group, then he became, in 2013,
Global Head of Mid-Market and Business Banking of Commercial
Banking, HSBC Group. He has been Deputy Chief Executive
Officer, Deputy to the CEO of HSBC France since 2015 and was
Head of Commercial Banking in France from 2015 to 2018. In
2017, he was appointed Head of Commercial Banking, Europe.

2017 Directorships in the HSBC Group:
Director and Deputy CEO: HSBC France.
Directorships outside the HSBC Group:
Treasurer: Association Francaise des Banques. Chairman:
Group of Banks under foreign control in France,
Fédération Bancaire Francgaise.

2016 Directorships in the HSBC Group:
Director and Deputy CEO: HSBC France.
Directorships outside the HSBC Group:
Treasurer: Association Francgaise des Banques. Chairman:
Group of Banks under foreign control in France,
Fédération Bancaire Francaise.

2015 Directorships in the HSBC Group:
Director and Deputy CEO: HSBC France.

2014 -

Non-executive Directors

Ibtissam Bara
Director elected by employees

First elected: 2016. Term ends: 2019

Principal position: Project Officer, Pro Proposition Department,
Retail Banking and Wealth Management, HSBC France.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as member
of a Board of Directors or a Supervisory Board.

Skills and experience: Born in 1982. Graduated of a DUT in
Corporate and Administrative Management. Since she joined
HSBC France in 2007, she held positions as reception officer, sales
assistant, supervisor and relationship manager within the Retail
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network before to join the Pro Proposition Department.

2017 Directorship in the HSBC Group:
Director elected by employees: HSBC France.

2016 Directorship in the HSBC Group:
Director elected by employees: HSBC France.

2015 -
2014 -

Ludovic Bénard
Director elected by employees

Member of the Remuneration Committee
First elected: 2016. Term ends: 2019

Principal position: Retail Financial Engineer, Retail Banking and
Wealth Management, HSBC France.

Other directorships in the HSBC Group: Member of the
Supervisory Board, HSBC France Actionnariat. Member of the
Supervisory Board, Fonds MOEA.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: a directorship as member of
a Board of Directors or a Supervisory Board.

Skills and experience: Born in 1978. Master’s degree in
Professional Inheritence Law from the University of Paris-Dauphine
and a degree in Bank, Finance, Insurance and Wealth
Management. Before and since he joined HSBC France in 2009, he
held various positions as Wealth Management Advisor before to
be appointed as Financial Engineer in the Retail network.

2017 Directorships in the HSBC Group:

Director elected by employees: HSBC France. Member of
the Supervisory Board: HSBC France Actionnariat, Fonds
MOEA.

Directorships in the HSBC Group:

Director elected by employees: HSBC France. Member of
the Supervisory Board: HSBC France Actionnariat.

2015 -

2014 -

2016

11

2 Listed company.

Xavier Bertrand
Director elected by employees

First elected: 2016. Term ends: 2019

Principal position: Project Officer, Pro Proposition Department,
Retail Banking and Wealth Management,
HSBC France.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as member
of a Board of Directors or a Supervisory Board.

Skills and experience: Born in 1960. Bachelor degree in
Economic and Social Sciences. Joined HSBC France in 1999.
During his career in the networks of various banking institutions,
he held positions as relationship manager, branch director, project
manager, responsible for animation ans development manager
before to join Pro Proposition Department.

2017 Directorship in the HSBC Group:
Director elected by employees: HSBC France.

2016 Directorship in the HSBC Group:
Director elected by employees: HSBC France.

2015 -
2014 -

Paule Cellard

Independent Director

Member of the Audit Committee and of the Risk Committee
First elected: 2017. Term ends: 2019'’

Other directorships: Director, CA Indosuez Wealth Management
(Europe). Member of the Supervisory Board, Damartex'2. Member
of the Supervisory Board; Somfym.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: four directorships as
member of a Board of Directors or a Supervisory Board.

Skills and experience: Born in 1955. Graduated from the Ecole
Supérieure de Commerce de Paris (ESCP Europe) and the Institut
d'Etudes Politiques de Paris. Degree in International Law from the
University Paris lI-Assas and Corporate Director Certificate from
the French Institute of Directors. After having held various
operational responsibilities within investment banking and markets
activities at Banque Indosuez, The Chase Manhattan Bank and
then at Crédit Agricole group, she was Head of the central team of
Calyon’s Inspection Générale between 2000 and 2005, CEO of
Gestion Privée Indosuez between 2006 and 2009, and
subsequently Global Head of Compliance for Crédit Agricole
Corporate & Investment Bank until 2013, when she retired. Since
2013, she has been holding several directorships in boards and
board committees.

2017 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Chairman: Klefi Conseil. Director: CA Indosuez Wealth
Management (Europe). Member of the Supervisory Board:
Damartex, Somfy.

2016 -

2015 -

2014 -

Director standing for re-election at the Annual General Meeting to be held on 15 March 2019.
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James Emmett
Director

First elected: 2018. Term ends: 2019'’

Principal position: Group General Manager, HSBC Group12. Chief
Executive Officer, HSBC Bank plc and Europe.

Other directorship in the HSBC Group: Member of the
Supervisory Board, HSBC Trinkaus & Burkhardt AG'" (since
November 2018).

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as
executive.

Skills and experience: Born in 1971. British nationality. BSc
degree in Financial Services from the Manchester University and
BA degree in History from the Cambridge University. He joined
HSBC in 1994 and has served in various roles in Commercial and
Retail Banking, Trade Finance, Operations and Technology, and
Strategy across Europe, Asia, Middle East and the Americas. From
2012 to 2014, he was Global Head of Trade and Receivables
Finance. He was the Chief Executive Officer of HSBC Turkey from
September 2014 to June 2016 and then was appointed Chief
Operating Officer for HSBC Bank plc from 2016 to 2018. Since
2018, Chief Executive Officer of HSBC Bank plc and a Group
General Manager at HSBC with the responsibility for Continental
Europe and the United Kingdom Non Ring Fenced Bank.

2017 Directorships in the HSBC Group:

Independent Director: HSBC France. Director: HSBC Bank
Bermuda Limited.

Directorships outside of the HSBC Group:
Chancellor: University of British Columbia. Governor and
Co-Founder: C.H.I.L.D. Foundation. Director: Clear Seas
Centre for Responsible Marine Shipping, Export
Development Canada, Canadian Institute for Advanced
Research.

2016 Directorships in the HSBC Group:

Independent Director: HSBC France. Director: HSBC Bank
Bermuda Limited.

Directorships outside of the HSBC Group:
Chancellor: University of British Columbia. Governor and
Co-Founder: C.H.I.L.D. Foundation. Director: Clear Seas
Centre for Responsible Marine Shipping, Export
Development Canada, Canadian Institute for Advanced
Research.

2015 Directorship in the HSBC Group:

Independent Director: HSBC France.

Directorships outside of the HSBC Group:

Chancellor: University of British Columbia. Co-Chair:
University of British Columbia Capital Campaign. Governor
and Co-Founder: C.H.I.L.D. Foundation. Director: Clear
Seas Centre for Responsible Marine Shipping, Export
Development Canada, Canadian Institute for Advanced
Research.

2017 -

2016

2015

2014 -

Lindsay Gordon

Independent Director

2014 Directorship in the HSBC Group:

Independent Director: HSBC France.

Directorships outside of the HSBC Group:

Chancellor: University of British Columbia. Co-Chair:
University of British Columbia Capital Campaign. Governor
and Co-Founder: C.H.l.L.D. Foundation. Director: Clear
Seas Centre for Responsible Marine Shipping, Export
Development Canada, Canadian Institute for Advanced
Research.

Chairman of the Risk Committee and Member of the Audit
Committee

First elected: 2013. Last re-elected: 2016. Term ends: 2019'’

Other directorship in the HSBC Group: Director, HSBC Bank
Bermuda Limited.

Other directorships outside of the HSBC Group: Chancellor,
University of British Columbia. Governor and Co-Founder,
C.H.I.L.D. Foundation. Director, Export Development Canada.
Directorships expired in 2018: Director, Clear Seas Centre for
Responsible Marine Shipping. Director, Canadian Institute for
Advanced Research.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as member
of a Board of Directors or a Supervisory Board.

Skills and experience: Born in 1952. British and Canadian
nationality. Graduate of an M.B.A. in Finance and International
Business at the Sauder School of Business of the University of
British Colombia and BA in Economics from the University of
British Colombia. He joined HSBC Bank Canada in 1987 and has
served in various roles in Toronto and Vancouver including Senior
Executive Vice-President, Chief Credit Officer, Senior Vice-
President and Head of Special Credit, and Vice-President at
Commercial Banking in Toronto. He was appointed Chief
Operating Officer in 1999 then President and Chief Executive
Officer from 2003 to 2013, date of his retirement.

'3 Director standing for re-election at the Annual General Meeting to be held on 15 March 2019.

14 | jsted company.

Philippe Houzé

Independent Director

Chairman of the Nomination Committee and of the Remuneration
Committee

First elected: 1999. Last re-elected: 2016. Term ends: 2019'°

Principal position: Chairman of the Management Board, Galeries
Lafayette Group.

Other directorships: Deputy Chairman and Chief Executive
Officer, Motier. Chairman, Motier Domaines. Chairman, Guérin
Joaillerie. Chairman of the Supervisory Board, La Redoude (since
April 2018). Lead Director, Carrefour'®. Director, Lafayette
Anticipation - Fondation d’entreprise Galeries Lafayette (Founders
College). Director, Institut Francais de la Mode. Member of the
Board, INSEAD. Member of the Supervisory Committee, BHV
Exploitation. Member of the Steering Committee, Union du Grand
Commerce de Centre-Ville (UCV). Elected Member, Chambre de
Commerce et d’'Industrie de la région Paris lle de France.
Chairman of the France Council, INSEAD. Chairman of the France
Board of Governors, ESCP Europe. Deputy Chairman, Association
Alliance 46.2 Entreprendre en France pour le Tourisme.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as
executive and one directorship as member of a Board of Directors
or a Supervisory Board.

Skills and experience: Born in 1947. Graduate of a Bachelor
degree en Political Science and of an M.B.A. from the Institut
Européen d'Administration des Affaires (INSEAD). Director of
Galeries Lafayette since 1974. Chairman of Monoprix from 1994 to
2013.
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2017 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Chairman of the Management Board: Galeries Lafayette
Group. Deputy Chairman and Chief Executive Officer:
Motier. Chairman: Motier Domaines, Guérin Joaillerie.
Lead Director: Carrefour. Director: Lafayette Anticipation-
Fondation d’entreprise Galeries Lafayette (Founders
College), INSEAD, Expofrance 2025, EESC ESCP, Institut
Francais de la Mode. Member of the Steering Committee:
Union du Grand Commerce de Centre-Ville (‘'UCV’).
Elected member: Chambre de Commerce et d’'Industrie de
la région Paris lle de France. Member of the Supervisory
Committee: BHV Exploitation. Chairman of the France
Council: INSEAD. Deputy Chairman: Association Alliance
46.2 Entreprendre en France pour le Tourisme. Chairman
of the France Board of Governors, ESCP Europe. Chairman
of the Governing Board, Novancia Business School.

2016 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Chairman of the Management Board: Galeries Lafayette
Group. Deputy Chairman and Chief Executive Officer:
Motier. Chairman: Motier Domaines, Guérin Joaillerie.
Lead Director: Carrefour. Director: Lafayette Anticipation-
Fondation d’entreprise Galeries Lafayette (Founders
College), INSEAD, Expofrance 2025, EESC ESCP. Member
of the Steering Committee: Union du Grand Commerce de
Centre-Ville ('UCV’). Elected member: Chambre de
Commerce et d'Industrie de la région Paris lle de France.
Member of the Supervisory Committee: BHV Exploitation.
President of the Council: France INSEAD. Chairman of the
Governing Board: Novancia Business School. Deputy
Chairman: Association Alliance 46.2 Entreprendre en
France pour le Tourisme.

2015 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Chairman of the Management Board: Galeries Lafayette
Group. Deputy Chairman and Chief Executive Officer:
Motier. Chairman: Motier Domaines, Didier Guérin. Lead
Director: Carrefour. Director: Lafayette Anticipation-
Fondation d’entreprise Galeries Lafayette (Founders
College). Member of the Steering Committee: Union du
Grand Commerce de Centre-Ville ("UCV’). Elected
member: Chambre de Commerce et d'Industrie de Paris.
Member of the Supervisory Committee: BHV Exploitation.
President of the Council: France INSEAD. Director:
INSEAD, Expofrance 2025. Chairman of the Governing
Board: Novancia Business School. Deputy Chairman:
Association Alliance 46.2 Entreprendre en France pour le
Tourisme.

2014 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Chairman of the Management Board: Galeries Lafayette
Group. Deputy Chairman and Chief Executive Officer:
Motier. Chairman: Motier Domaines. Director: iDbyMe,
Fondation d’entreprise Galeries Lafayette (Founders
College). Member of the Steering Committee: Union du
Grand Commerce de Centre-Ville ("UCV’). Elected
member: Chambre de Commerce et d'Industrie de Paris.
Member of the Supervisory Committee: Bazar de I'Hé6tel
de Ville-B.H.V. Censor: Groupe Carrefour. President of the
Council: France INSEAD. Chairman of the Governing
Board: Novancia Business School. Deputy Chairman:
Association Alliance 46.2 Entreprendre en France pour le
Tourisme.

15
16
17

s Company owned by the Fimalac group.

Listed company.

Fanny Letier
Independent Director

First elected: 2019. Term ends: 2021'®
Principal position: Chief Executive Officer, G4partners.

Other directorships: Director, Nexans. Director, Biomérieux.
Director, Institut Frangais des Administrateurs. Director, Amicale
du Trésor. Member of the Supervisory Board, Pacte PME.

Skills and experience: Born in 1979. Graduated from the Institut
d'Etudes Politiques de Paris, the John Hopkins University, the
Ecole Nationale d’Administration and the Institut Francais des
Administrateurs. After having held various positions at the French
Treasury from 2004 to 2012 French Ministry of Economy and been
a financial advisor to the Permanent Representation of France to
the European Union from 2008 to 2010 and General Secretary of
the Interdepartmental Committee for Industrial Restructuring (CIRI)
from 2010 to 2012, she was appointed Deputy Head of the Office
of the Minister of Productive Recovery in 2012. In 2013, she was
appointed Director of Bpifrance France Investissement Régions
funds and then in 2015 a member of the Executive Committee of
Bpifrance, in charge of direct investments and SME's and mid-cap
companies guidance. In September 2018, she cofounded GENEO
capital entrepreneur, a private equity company dedicated to
growth SMEs and mid-cap companies.

2017
2016
2015 -
2014

Thierry Moulonguet

Independent Director

Chairman of the Audit Committee and member of the Risk
Committee

First elected: 2009. Last re-elected: 2016. Term ends: 2019'®

Other directorships in the HSBC Group: Directorships expired
in 2018: Independent Director, HSBC Bank plc.

Other directorships outside of the HSBC Group: Managing
Director, Revue Des Deux Mondes'’ (since November 2018).
Chairman of the Supervisory Board, Webedia'’. Director,
Fimalac'”'®. Director, Groupe Lucien Barriére'’.

Director, Valeo'®. Director, Trois-S Entertainment'”. Directorships
expired in 2018: Chairman and Chief Executive Officer, Revue Des
Deux Mondes. Director, Prodways Group.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as
executive and two directorships as member of a Board of Directors
or a Supervisory Board.

Skills and experience: Born in 1951. Graduated from the Institut
d'Etudes Politiques de Paris and Ecole Nationale d'Administration.
Degree in Economic Science. After having held several positions in
the French public service, he joined the Finance Department of
Renault in 1991. From 1999 to 2003, Senior Vice-President, Chief
Financial Officer, Member of the Executive Committee and of the
Board of Directors of Nissan. Until 2010, Executive Vice-President
and Chief Financial Officer of the Renault Group, and then, until
2011, Director and Special Adviser to the President of the Renault-
Nissan Alliance.

Subject to the ratification of her co-optation by the General Meeting to be held on 15 March 2019.
Director standing for re-election at the Annual General Meeting to be held on 15 March 2019.
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2017 Directorships in the HSBC Group:

Independent Director: HSBC France, HSBC Bank plc.
Directorships outside of the HSBC Group:
Chairman and Chief Executive Officer: Revue Des Deux
Mondes. Vice-Chairman of the Supervisory Board:
Webedia. Director: Fimalac, Groupe Lucien Barriere,

Prodways Group, Valeo, Trois-S Entertainment.

Directorships in the HSBC Group:

Independent Director: HSBC France, HSBC Bank plc.
Directorships outside of the HSBC Group:
Chairman and Chief Executive Officer: Revue Des Deux
Mondes. Vice-Chairman of the Supervisory Board:
Webedia. Director: Fimalac, Groupe Lucien Barriere,
Prodways Group, Valeo, Trois-S Entertainment.

2016

2015 Directorships in the HSBC Group:

Independent Director: HSBC France, HSBC Bank plc.
Directorships outside of the HSBC Group:
Chairman and Chief Executive Officer: Revue Des Deux
Mondes. Vice-Chairman of the Supervisory Board:
Webedia. Director: Fimalac, Groupe Lucien Barriere,

Prodways Group, Valeo.

Directorships in the HSBC Group:

Independent Director: HSBC France, HSBC Bank plc.
Directorships outside of the HSBC Group:
Chairman and Chief Executive Officer: Revue Des Deux
Mondes. Vice-Chairman of the Supervisory Board:
Webedia. Director: Fimalac, Fitch Rating Group Inc,
Groupe Lucien Barriére, Valeo.

2014

2017
2016 -
2015
2014

Arnaud Poupart-Lafarge

Independent Director

First elected: 2016. Term ends: 2019'°

Other directorship: Directorship expired in 2018: Chief Executive

Officer, Nexans?’.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as member
of a Board of Directors or a Supervisory Board.

Skills and experience: Born in 1965. Engineer graduate from
Ecole Polytechnique and Ecole Nationale des Ponts et Chaussées.
Master of Science in Engineering Management from the University
of Stanford. Within the ArcelorMittal group, he managed various
operations in Europe, Africa and CIS; he was a member of
ArcelorMittal Management Council until 2013. Chief Executive
Officer of Nexans from 2014 to 2018, after joining the company in
2013 as Chief Operating Officer.

2017 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorship outside of the HSBC Group:
Chief Executive Officer: Nexans.

Dominique Perrier
Independent Director

First elected: 2018. Term ends: 2019'°

Other directorships: Director, NaturaBuy. Chairman, Moncey
Arbitrage et Conseil.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as
executive and two directorships as member of a Board of Directors
or a Supervisory Board.

Skills and experience: Born in 1954. Graduated from the French
Business School ESSEC and Certified Public Accountant.
Mediator certified by Ecole Professionnelle de la Médiation et de la
Négociation. After practicing as external auditor at Peat Marwick
and then, from 1988, as a audit and consulting partner at
PricewaterhouseCoopers Audit (PwC), she took over the
development of PwC Dispute Analysis and Investigation
department from 2001 to 2016. From 2004 to 2008, she also
managed the PwC Restructuring activities. Retired since 2017, she
intervenes, on the one hand, as an independent director and, on
the other hand, as arbitrator, independent expert and mediator.

2016 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorship outside of the HSBC Group:

Chief Executive Officer: Nexans.

2015 -

2014 -

Philippe Purdy

Director elected by employees

First elected: 2004. Last re-elected: 2016. Term ends: 2019

Principal position: Sales representative, Mandelieu branch,
Retail Banking and Wealth Management, HSBC France.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as member
of a Board of Directors or a Supervisory Board.

Skills and experience: Born in 1958. French and British
nationality. Graduate of a DUT in Marketing Techniques.
Professional diploma in banking. Since he joined HSBC France in
1982, he held various positions as financial advisor and sales
representative.

2017 Directorship in the HSBC Group:

Director elected by employees: HSBC France.

2016 Directorship in the HSBC Group:

Director elected by employees: HSBC France.

2015 Directorship in the HSBC Group:

Director elected by employees: HSBC France.

2014 Directorship in the HSBC Group:

Director elected by employees: HSBC France.

"9 Director standing for re-election at the Annual General Meeting to be held on 15 March 2019.

20 | jsted company.
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Lucile Ribot

Independent Director

Member of the Audit Committee and of the Risk Committee
First elected: 2016. Last re-elected: 2017. Term ends: 2020

Other directorships: Director, SoLocal Group (since March
2018). Director, Imerys (since May 2018). Director, Kaufman &
Broad SA (since May 2018).

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: four directorships as
member of a Board of Directors or a Supervisory Board.

Skills and experience: Born in 1966. Fraduated from the Ecole
des Hautes Etudes Commerciales de Paris (HEC). Senior Audit
Manager at Arthur Andersen (audit and consulting) from 1989 to
1994. She joined the Fives Group in 1995 as a Group Financial
Controller. From 1996 to 1997, Chief Financial and Administrative
Officer of the subsidiary Five Solios. From 1998 to July 2017, Chief
Financial Officer of Fives and Member of the Management Board
from 2002 to January 2017.

2017 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Member of the Management Board: Fives. Member of the
Management Board and Chief Executive Officer:
Novafives. Director: Fives DMS, Fives Pillard, FL Metal,
Fives Landis Limited, Fives UK Holding Limited.

2016 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Member of the Management Board: Fives. Member of the
Management Board and Chief Executive Officer:
Novafives. Director: Fives DMS, Fives Pillard, FL Metal,
Fives Landis Limited, Fives UK Holding Limited.

2015 -

2014 -

Carola von Schmettow
Director

First elected: 2015. Last re-elected: 2018. Term ends: 2021

Principal position: Chairman of the Management Board,
HSBC Trinkaus & Burkhardt AG?'.

Other directorships outside of the HSBC Group: Chairman of
the Exchange Council, EUREX. Member of the Exchange Council,
Frankfurt Stock Exchange. Member of the Supervisory Board,
ThyssenKrupp AG?", Directorships expired in 2018: Member of the
Advisory Board, L-Bank. Member of the Supervisory Board, BVV.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as
executive and one directorship as member of a Board of Directors
or a Supervisory Board.

Skills and Experience: Born in 1964. German nationality. Master
in Mathematics from the University Heinrich-Heine of Dusseldorf
and Master in Music from the University Robert Schumann of
Dusseldorf. Joined HSBC Trinkaus & Burkhardt AG in 1992 as
Associate Trading. From 1995 to 1997, Head of Treasury then
Head of Global Markets Coordination until 1999. From 1999 to
2003, Chief Executive Officer of HSBC Trinkaus Capital

21 Listed company.

Management GmbH (today, HSBC Global Asset Management
Deutschland GmbH). She was also Member of the Executive
Committee of HSBC Trinkaus & Burkhardt AG from 2001 to 2004,
firstly as Responsible for Private Banking and Asset Management
then as Responsible for Institutional Clients and Asset
Management. From 2004 to 2006, Managing Partner with
unlimited liability of HSBC Trinkaus & Burkhardt KGaA, company
for which she was Responsible for Institutional Clients and Asset
Management. Since 2006, a member of the Management Board of
HSBC Trinkaus & Burkhardt AG and Responsible for Global
Markets, Global Research and support functions. In 2015, she was
appointed Chairman of the Management Board of HSBC Trinkaus
& Burkhardt AG.

2017 Directorships in the HSBC Group:
Director: HSBC France. Chairman of the Management
Board: HSBC Trinkaus & Burkhardt AG.
Directorships outside of the HSBC Group:
Member of the Advisory Board: L-Bank. Chairman of the
Exchange Council: EUREX. Member of the Exchange
Council: Frankfurt Stock Exchange. Member of the
Supervisory Board: ThyssenKrupp, BVV.

2016 Directorships in the HSBC Group:
Director: HSBC France. Chairman of the Management
Board: HSBC Trinkaus & Burkhardt AG.
Directorships outside of the HSBC Group:
Member of the Advisory Board: L-Bank. Chairman of the
Exchange Council: EUREX. Member of the Exchange
Council: Frankfurt Stock Exchange. Member of the
Supervisory Board: ThyssenKrupp, BVV.

2015 Directorships in the HSBC Group:
Director: HSBC France. Chairman of the Management
Board: HSBC Trinkaus & Burkhardt AG.
Directorships outside of the HSBC Group:
Member of the Advisory Board: L-Bank. Chairman of the
Exchange Council: EUREX. Member of the Exchange
Council: Frankfurt Stock Exchange. Member of the
Supervisory Board: ThyssenKrupp, BVV.

2014 -

Brigitte Taittinger

Independent Director

First elected: 2008. Last re-elected: 2016. Term ends: 20192

Other directorships: Member of the Board of Directors, Centre
Georges Pompidou. Director, Fnac Darty“. Director, Suez®' (since
May 2018).

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: three directorships as
member of a Board of Directors or a Supervisory Board.

Skills and Experience: Born in 1959. Graduated from the Institut
d'Etudes Politiques de Paris and degree in History. Advertising
Manager for Publicis from 1984 to 1988. Marketing Department of
Groupe du Louvre from 1988 to 1991. Chairman and CEO of
Annick Goutal from 1991 to 2012. From 2013 to 2017, Director of
Strategy and Development at Sciences Po, Paris.

22 Director standing for re-election at the Annual General Meeting to be held on 15 March 2019.
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2017 Directorship in the HSBC Group:

Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Member of the Board of Directors: Centre Georges

Pompidou. Director: Fnac Darty.

2016 Directorship in the HSBC Group:

Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Member of the Board of Directors: Centre Georges

Pompidou. Director: Groupe Fnac.

2015 Directorship in the HSBC Group:

Independent Director: HSBC France.

Directorships outside of the HSBC Group:
Vice-President of the Board of Directors: Festival d'Aix-en-
Provence. Member of the Board of Directors: Centre

Georges Pompidou. Director: Groupe Fnac.

2014 Directorship in the HSBC Group:

Independent Director: HSBC France.

Directorships outside of the HSBC Group:
Vice-President of the Board of Directors: Festival d'Aix-en-
Provence. Member of the Board of Directors: Centre

Georges Pompidou. Director: Groupe Fnac.

Jacques Veyrat
Independent Director

2015 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Chairman: Impala SAS, Impala Holding. Director: Groupe
Fnac, Nexity. Member of the Board of Directors: Cameron
France Holding SAS. Member of the Supervisory Board:
Eurazeo, Neoen. Censor: Direct Energie, ID Logistics,
Pacemar, Sucres et Denrées.

2014 Directorship in the HSBC Group:

Independent Director: HSBC France.

Directorships outside of the HSBC Group:

Chairman: Impala SAS, Impala Holding. Chairman of the
Board of Director: Maison Lejaby SA. Director: Groupe
Fnac, Nexity. Member of the Board of Directors: Cameron
France Holding SAS. Member of the Supervisory Board:
Eurazeo, Neoen. Censor: Direct Energie, ID Logistics,
Sucres et Denrées.

Executive Committee membership

Jean Beunardeau

Chief Executive Officer, Head of Global
Banking and Markets

Andrew Wild

Deputy Chief Executive Officer, Head of
Commercial Banking, Europe

Chris Davies

Deputy Chief Executive Officer, Head of
International Europe

Anne-Lise Bapst

Head of Communication

Member of the Nomination Committee and of the Remuneration
Committee

First elected: 2009. Last re-elected: 2016. Term ends: 20192
Principal position: Chairman, Impala SAS.

Other directorships and functions: Chairman, Impala Holding.
Chairman of the Board of Directors, Fnac Dartym. Director,
Nexity21. Censor, ID Logistics. Censor, Pacemar. Censor, Sucres et
Denrées. Censor, Neoen (since May 2018). Senior Advisor for
investments in France, KKR (since January 2018). Directorships
expired in 2018: Member of the Board of Directors, Cameron
France Holding SAS. Member of the Supervisory Board, Neoen.
Censor, Direct Energie.

Number of positions held within the meaning of L. 511-52 of the
French Monetary and Financial Code: one directorship as
executive and three directorships as member of a Board of
Directors or a Supervisory Board.

Skills and experience: Born in 1962. Engineer graduate from
Ecole Polytechnique and Ecole Nationale des Ponts et Chaussées.
M.B.A. from Collége des Ingénieurs. After having held various
positions of responsibility in several French ministries, he joined
the Louis Dreyfus Group in 1995. In 1998, he set up LDCom,
renamed Neuf Telecom in 2004 and Neuf Cegetel in 2005. In 2008,
he left Neuf Cegetel when it was sold to SFR. In 2008, he was
appointed Chairman of the Louis Dreyfus Group. In 2011, he left
the Louis Dreyfus Group and created the Impala Group.

2017 Directorship in the HSBC Group:
Independent Director: HSBC France.
Directorships outside of the HSBC Group:
Chairman: Impala SAS, Impala Holding. Director: Groupe
Fnac, Nexity. Member of the Board of Directors: Cameron
France Holding SAS. Member of the Supervisory Board:
Eurazeo, Neoen. Censor: Direct Energie, ID Logistics,
Pacemar, Sucres et Denrées. Chairman of the Board of
Directors: Fnac Darty.

2016 Directorship in the HSBC Group:

Independent Director: HSBC France.

Directorships outside of the HSBC Group:

Chairman: Impala SAS, Impala Holding. Director: Groupe
Fnac, Nexity. Member of the Board of Directors: Cameron
France Holding SAS. Member of the Supervisory Board:
Eurazeo, Neoen. Censor: Direct Energie, ID Logistics,

Pacemar, Sucres et Denrées.

Marine de Bazelaire

Head of Corporate Sustainability

Xavier Boi 1

Deputy Head of Global Banking and Markets

Hubert Bouxin

Vice-Chairman Global Banking, EMEA

Myriam Couillaud

Head of Human Resources

Frédéric Coutant

Co-Head of Banking

Eric Emoré

Head of Insurance

Francois Essertel

Head of Private Banking

Emma Evans

Head of Financial Crime Compliance

Laurent Facque

Head of Regulatory Compliance

Lisa Hicks

Head of Strategy and Organisation

Marc de Lapérouse

Head of Legal

Nathalie Léonard

Head of Tax

Philippe Moiroud

Chief Operating Officer

Francois Mongin

Head of Internal Audit

Matteo Pardi

Head of Asset Management

Hubert Preschez

Co-Head of Banking

Emmanuel Rémy

Chief Risk Officer

Laurence Rogier

Chief Financial Officer

Jacques Sourbier

Head of Commercial Banking

Thomas Vandeville

Head of Retail Banking and Wealth
Management

Simon Vaughan
Johnson

Head of Remediation Management Office

Every year, HSBC France performs succession plans for roles
considered as key with clear rules guiding this exercise in order to
have robust succession plans, promoting gender balance as well
as internal promotion. It is required to have at least four
successors per role and a female successor for each of these roles
as well as a breakdown of internal recruitments vs. external
recruitments of 80 to 20. The succession plans were reviewed in
2018 on these bases, including in respect of the members of the

Executive Committee.
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Corporate governance code

In accordance with the requirements under article L. 225-37-4 of
the French Commercial Code, it is stated that, given the HSBC
France's specific situation of 99.9 per cent owned subsidiary of
the HSBC Group and which capital securities are not admitted to
trading on a regulated market, HSBC France does not refer to any
corporate governance code drawn up by business representative
organisations, but refers to the Corporate Governance Code for
HSBC Group companies (the ‘Code’), adopted by HSBC France
Board of Directors at its meeting of 14 February 2014. The aim of
this code is to provide consistent and high standard corporate
governance practices throughout the HSBC Group.

Information on governance structure, Chairman’s role, on Board’s
composition, functioning, organisation and work, and on Executive
Directors’ compensation are presented in the relevant sections of
this report.

Board of Directors’ internal rules

The Board of Directors’ internal rules were first established in
1996, and have been updated several times since their
implementation. In 2018, the Board reviewed and updated these
internal rules at its meeting held on 27 April.

The Board's internal rules define the conducting of the Board
meetings and the information to the Board of Directors. They
indicate the main duties and arrangements for exercising the
function of Chairman, and the main duties of the Chief Executive
Officer. Furthermore, the Board’s internal rules define, in
accordance with the HSBC Group rules, the duties and
responsibilities of the Audit Committee, the Risk Committee, the
Nomination Committee and the Remuneration Committee (as
stipulated below in the parts related to each of these Committees’
assignments). They also incorporate ethical rules and rules
regarding conflicts of interest prevention and management to be
followed by the Directors of HSBC France, setting out their rights
and duties.

Board Chairmanship and Executive
Management

Since 2007, HSBC France's Board of Directors has chosen to
separate the functions of Chairman of the Board and Chief
Executive Officer. This choice has been maintained since then and
is furthermore in compliance with obligations for credit
institutions.

Missions of the Chairman of the Board

The Chairman of the Board has a duty to ensure the proper
functioning of HSBC France's governing bodies. In particular he
conducts the work of the Board and coordinates it with that of the
specialised Committees. He ensures that the Directors are in a
position to perform their mission, and in particular ensures that
they are in possession of all of the information they require for the
discharge of their duties.

Chief Executive Officer's powers

The CEO has the widest powers to act on the company’s behalf in
all circumstances within the limits of its corporate objects and
subject to those powers expressly conferred by law on the
collective body of shareholders and the Board of Directors. At
present, there are no specific restrictions on the Chief Executive
Officer’s powers set by the Board, but in practice, decisions
involving the strategic orientation of company activities are
submitted to the Board of Directors for approval.

Furthermore, the Board of Directors has delegated powers to issue
bonds to Jean Beunardeau (Chief Executive Officer), Andrew Wild
(Deputy Chief Executive Officer) and a certain number of Global
Markets officers.

Even if the Chief Executive Officer has the widest powers to act on
the company’s behalf, he has delegated certain powers to
employees under his immediate direct authority, who may in turn
sub-delegate some of these powers.

These delegated powers must be exercised within the bounds of
the person’s responsibilities and in accordance with the HSBC
Group principles and practices. A person with delegated powers
may not individually commit HSBC France to sums above

EUR 1,500,000.

There are specific delegated powers concerning credit and market
risk, for which the CEO delegates his powers.

Board of Directors

Composition of the Board

At 31 December 2018, the Board of Directors comprised 19
Directors, of which 15 appointed by the Shareholders’ General
Meeting and four elected by employees. A representative of the
Central Works Council attends Board meetings, without voting
rights.

The Directors elected by Shareholders’ General Meeting or by
employees have a three-year term of office.

The Board of Directors approved a policy for the assessment of the
suitability of members of the management body and key function
holders.

Changes occurred in the Board composition

The Nomination Committee reviewed the position of the Directors
whose term of office expired at the AGM on 13 April 2018: Anne
Méaux and Carola Grafin von Schmettow, and recommended that
the Board vote to reappoint them, taking into account their
performance, skills and active contribution to the work done by
the Board. At the AGM held on 13 March 2018, shareholders re-
elected those Directors.

On the Nomination Committee’s proposal, the Board of Directors,
at its meeting on 20 February 2018, co-opted Dominique Perrier as
a Director, to replace Martine Gerow who had resigned. The
Shareholders' general meeting on 13 March 2018 ratified this
co-optation.

On the Nomination Committee’s proposal, the Board of Directors,
at its meeting on 26 October 2018, co-opted James Emmett as a
Director, to replace Antonio Simoes who had resigned. The
Shareholders' general meeting on 18 December 2018 ratified this
co-optation.

Further to Anne Méaux resignation, the Board co-opted Fanny
Letier as a Director at its meeting on 8 February 2019.

Board diversity

Board membership aims to include a balance and a
complementarity of experience, skills, knowledge, independence
and diversity. Global Board membership has thus to reflect a
sufficiently broad range of experience and profiles. Knowledge and
experience of the financial industry, business management and
international dimension are basic criteria to select candidates.

The profiles of the Directors are diverse and complementary and
cover the spectrum of business lines and risks associated with the
activities of HSBC France. The Board of Directors has four
members elected by the employees.
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The Board includes four different nationalities and nearly two-
thirds of Directors have international experience. The average age
of the Directors in office is 56.8 at 31 December 2018 and their
average seniority in the function is six years.

Excluding Directors elected by employees, the Board comprises
six women and nine men, i.e. 40 per cent of women and 60 per
cent of men.

Independent Directors

With respect to the criteria on independence defined in the
guidelines of the European Banking Authority (EBA) and the
European Securities and Markets Authority (ESMA) on the
assessment of the suitability of members of the management
body, the Board of Directors determines, on appointment and
annually thereafter, whether each non-executive Director may be
considered as independent. To do this, it examines whether there
are relationships or circumstances which are likely to affect, or
could appear to affect, the Director’s judgement. The Board should
record its reasons if it determines that a Director is independent
notwithstanding the existence of relationships or circumstances
which may appear relevant to its determination.

Based on the Nomination Committee’s report, the Board of
Directors reviewed the situation of each of its members as at

31 December 2018 in the light of the criteria detailed in the EBA/
ESMA joint guidelines. It considered that ten Directors can be
deemed independent. Nonetheless, one Director has served on the
Board for more than twelve years. Nevertheless, the Board of
Directors found that this criterion alone did not call into question
his independence vis-a-vis the company.

More than half of the Directors are independent; a higher
proportion than a third (excluding the Chairman of the Board), as
recommended by the Code.

Conflicts of interest and ethical rules

To the Board's knowledge, there is no conflict of interest between
the duties of Board members, including Executive Directors, with
respect to HSBC France and their private interests and/or other
duties.

For information, it has to be noted that Samir Assaf is Chairman of
the Board of HSBC France and Chief Executive of Global Banking
and Markets for the HSBC Group and a member of the HSBC
Holdings plc Group Management Board.

To the knowledge of HSBC France, there is:

e no family relationship between Board members, including
Executive Directors, of HSBC France;

e no arrangement or understanding with a shareholder, a
customer, a supplier or other pursuant to which one of the
Board members, including Executive Directors, was selected.

The Board policy on conflicts of interest annexed to the Board's
internal rules takes into account the corporate governance
principles for banks published by the Basel Committee on Banking
Supervision in July 2015. It includes in particular a list of questions
to assist the Directors in identifying situations of conflict of
interest, examples of situations that may give rise to conflicts of
interest and situations the Board will generally determine that
there are no conflicts of interest, and an application for
authorisation and for declaration of a potential conflict of interest.
In order to strengthen the conflict of interest avoidance
mechanism, Directors must seek authorisation from the Board
before accepting a mandate or position in a company or
organisation outside the HSBC Group and a process of
authorisation, review and possible withdrawal of authorisation by
the Board is in place.

To the knowledge of HSBC France, in the last five years, none of
the Board members currently in office, including Executive
Directors, has been the subject of a conviction for fraud,
bankruptcy, receivership, liquidation or put into administration,
official public incrimination and/or sanction pronounced by
statutory or regulatory authorities, or has been disqualified by a
court from acting as a member of an administrative, management

or supervisory body of an issuer or from acting in the management
or conduct of the affairs of an issuer.

Agreements governed by article L. 225-38 of the
French Commercial Code

Article L. 225-38 of the French Commercial Code requires that any
agreement entered into directly or indirectly between a company
and one of its Directors or Chief Executives or Deputy Chief
Executives, or between a company and one of its shareholders
owning at least 10 per cent of the voting rights, or, in the case of a
corporate shareholder, the company which controls it, must first
be authorised by the Board of Directors and subsequently
approved at the Annual General Meeting of shareholders. It also
prohibits certain types of agreement between those parties, such
as loans or guarantees.

During its meeting on 26 October 2018 the Board conducted its
annual review of agreements already entered into that it had
authorised previously and still in force.

Agreements authorised in 2018

New agreements subject to the provisions of article L. 225-38 of
the French Commercial Code were approved by the HSBC
France's Board of Directors during 2018:

e an agreement between HSBC France and HSBC Bank plc,
concerning the acquisition by HSBC France of HSBC Bank
Polska S.A. (meeting on 30 May 2018). This agreement was
signed on 1 August 2018.

* an agreement between HSBC France, HSBC Bank plc and
HSBC Securities Services Holdings (Ireland) DAC, concerning
the acquisition by HSBC France of HSBC Institutional Trust
Services (Ireland) DAC (meeting on 26 July 2018). This
agreement was signed on 1 August 2018.

® contribution agreements and related documents between
HSBC France and HSBC Bank plc, concerning the contribution
of certain assets and liabilities of six European branches (Spain,
Italy, Ireland, Netherlands, Czech Republic, Belgium) of HSBC
Bank plc to HSBC France (meeting on 3 August 2018). The
contribution agreements were signed on 12 October 2018.

® anovation agreement regarding the transfer of the European
Volume Payment Solution (EVPS) platform from HSBC Bank plc
Paris Branch to HSBC France (meeting on 26 October 2018).
The novation agreement was signed on 3 December 2018.

e an agreement relating to the transfer of HSBC France HOST IT
Global Banking and Markets business to the branch in France
of HSBC Global Services (UK) Limited (meeting on 26 October
2018). The agreement was signed on 31 December 2018.

Agreements entered into in prior years and still in force
and effect during 2018

Three agreements entered into in 2001 by HSBC France and its
direct 99.99 per cent shareholder, HSBC Bank plc Paris Branch,
remained in full force and effect during 2018. These were a
pooling of resources agreement designed to provide the parties
with various services relating to their activities at cost, an
agreement for the provision of services covering various activities
and a group tax relief agreement.

The agreement entered into in 2017 between HSBC France and
HSBC Bank plc concerning the acquisition of the activities of the
HSBC Bank plc branch in Greece by HSBC France, remained in full
force and effect during 2018.
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The agreement renewed in 2007 between HSBC Holdings plc and
HSBC France, giving HSBC France and its subsidiaries free use of
the HSBC brand, remained in full force and effect during 2018.

The agreement entered into in 2009, and confirming decisions
previously adopted by the Board of Directors, concerning the
supplementary defined benefit pension scheme for Senior
Executives of HSBC France, remained in full force and effect
during 2018.

Board evaluation

Pursuant to the Code’s recommendations, a Board assessment
was conducted internally at the end of 2017, under the
responsibility of the Nomination Committee and on the basis of a
questionnaire covering five themes: business performance; human
resources, customers, conduct and culture; risks and
sustainability; leadership of the Board; and effectiveness of the
Board. Results of this evaluation and the update on main actions
implemented further to the evaluation conducted the year before
were discussed by the Nomination Committee and then by the
Board of Directors at its meeting of 8 February 2018.

The overall opinion regarding the Board and its operations remains
broadly favourable. Directors noted improvements on the matters
raised in the prior evaluation, in particular on the strengthening of
the composition of the Audit and Risk Committees and the
satisfaction of training requests. They also want to pursue the
continued increase in time dedicated to topics related to business
growth. Requests regarding training were addressed by training
sessions proposed during 2018.

Directors’ training and information

As required by the Board's internal rules, Directors receive the
information they need to fulfil their duties and may ask to receive
any documents they deem useful. In particular, the Board and the
Board Committees may ask for a presentation on a particular
subject or issue at a future meeting.

Upon their initial election, new Directors receive an information
pack on HSBC France, including, among others, legal information
about the company and the role of directors, as well as the latest
Registration Document and minutes of Board meetings for the
past 12 months. In addition, the Company Secretary organises, to
the new Director’s intent and depending on his/her needs and
priorities, a programme of working meetings with HSBC France's
main executives in the business lines and functions. This series of
meetings is also offered to Directors in office.

In 2018, the Head of Regulatory Compliance organised, for the
Risk Committee members, a training on the Board of Directors
obligations resulting from the revised Markets in Financial
Instruments Directive (MiFID 1), in addition to a specific
presentation on this subject made during a meeting of the Board
of Directors. Furthermore, an outside audit and consulting firm
organised a training on the cyber criminality prevention.

Furthermore, Directors took training in the form of e-learning on
the subjects of anti-money laundering, the prevention of bribery
and corruption, international sanctions, data confidentiality and
cyber security, and ‘Embedding Good Conduct’ to ensure the fair
and equitable treatment of customers.

Meetings of the Board of Directors and of the Board’s Committees
are also used as an opportunity to provide Directors with
information that is essential for them to carry out their duties, and
to update their knowledge.

Furthermore, a forum was organised for Audit and Risk
Committees Chairs of the principal European entities of the HSBC
Group.

Directors’ fees

The maximum amount of Directors’ fees payable each year was
fixed at EUR 700,000, as decided by the Annual General Meeting
of 15 May 2017.

The fees are allocated according to the following rules, decided by
the Board of Directors at its meeting on 6 February 2016:

e each Director is allocated an annual flat fee of EUR 35,000,
paid at the conclusion of the Annual General Meeting;

e the additional annual flat fee paid to Board Committees
members amounts to:

— EUR 22,500 for the Chairmen of the Audit Committee and of
the Risk Committee;

— EUR 15,000 for the members of the Audit Committee and of
the Risk Committee;

— EUR 7,000 for the Chairmen of the Nomination Committee
and of the Remuneration Committee;

— EUR 6,000 for the members of the Nomination Committee
and of the Remuneration Committee.

Furthermore, within the HSBC Group, it is customary for Directors
performing other executive duties in the Group and Executive
Directors to renounce Directors’ fees from HSBC Group
companies. This recommendation has been implemented by the
Directors and Executive Directors of HSBC France and its
subsidiaries.

In 2018, in respect of 2017, Jean Beunardeau, Philippe Pontet,
Carola von Schmettow, Antonio Simoes and Andrew Wild
renounced the payment of their fees. It has to be noted that,
according to this rule, Samir Assaf, Chairman of the Board of
HSBC France, does not receive any fee from HSBC France for his
office.

Moreover, in order to comply with the rules applied by the HSBC
Group, the Directors’ attendance record is not taken into account
in calculating Directors’ fees.

The total Directors’ fees net of social contributions, income tax
prepayment and withholding tax to be paid in 2019 in respect of
2018 amount to EUR 0.46 million, to be compared to EUR 0.43
million paid in 2018 in respect of 2017.
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Directors’ fees and other compensation paid to Non-Executive Directors by HSBC France, the companies it controls and the

companies which control it (the HSBC Group)

Directors’ fees

Directors’ fees bt © Other
paid in 2017 paid in 2018 in  Other compensatioq compensatioq
in respect of 2016 respect of 2017 paid in 2017 paid in 2018

Directors performing executive duties within the HSBC Group
James Emmett>® — = — GBP 375,451
Philippe Pontet* — - EUR 350,000 -
Carola von Schmettow® — = — =
Antonio Simoes® © — - GBP 3,066,781  GBP 1,499,259

Directors elected by the employees

Ibtissam Bara’ ® EUR 7,394 EUR 28,980

Ludovic Bénard” ® EUR 7,816 EUR 33,948

Xavier Bertrand”- 8 EUR 7,394 EUR 28,980

Véronique Duquesne8 ® EUR 22,181 -

Michel Gauduffe® '° EUR 19,526 =

Guillaume Praud® ' EUR 16,669 -

Philippe Purdy® EUR 29,575 EUR 28,980

Directors not performing executive duties within the HSBC Group'°

Paule Cellard"" — EUR 32,958 — =
Martine Gerow'? EUR 41,275 EUR 22,750 — -
Lindsay Gordon EUR 50,750 EUR 63,220 — =
Philippe Houzé EUR 31,115 EUR 34,300 — =
Alan Keir'® EUR 20,417 = — =
Anne Méaux EUR 22,225 EUR 24,500 — -

Thierry Moulonguet

EUR 247,020 EUR 187,681"° — =

Dominigue Perrier'®

Arnaud Poupart-Lafarge'’ EUR 5,556 EUR 24,500 — =
Lucile Ribot'® EUR 16,669 EUR 35,000 — =
Brigitte Taittinger EUR 22,225 EUR 24,500 — =
Jacques Veyrat EUR 29,845 EUR 32,900 — -

Fixed and other fixed remuneration, variable remuneration and benefits in kind.
Co-optation on 26 October 2018.

Resignation from his directorship on 24 February 2017.

Resignation form his directorship on 17 September 2018.

Director elected by employees on 26 September 2016.

Directors’ fees paid to a trade union organisation, net of social contributions.
Appointment ended on 26 September 2016.

©ONOOANWN=

Compensation shown are paid by other HSBC Group companies in respect of his/her executive functions within the Group.

Does not receive remuneration from controlled companies by HSBC France nor from companies which control HSBC France.

710 Amounts paid net of social contributions, income tax prepayment, and, where applicable, withholding tax.

11 Co-optation on 8 February 2017.

12 Resignation from his directorship on 21 June 2017.

13 Resignation from his directorship on 12 October 2016.
14 Of which EUR 46,037.50 paid by HSBC France.

15 Of which EUR 50,750 paid by HSBC France.

16 Co-optation on 20 February 2018.

17 Appointment on 22 September 2016.

18 Co-optation on 19 April 2016.

Missions and procedures of the Board of
Directors

The Board internal rules govern Board’s functioning and include
the main missions under Board’s responsibility. The Board
functioning takes into account HSBC France's position, 99.9 per
cent held by the HSBC Group:

¢ it determines orientations, on the basis of the strategy
formulated by HSBC France, at the Chairman’s motion, and
supervises implementation by the approved senior managers
(‘dirigeants effectifs’);

® it approves strategic investments/divestments and all
transactions liable to impact earnings significantly;

® it ensures the quality of the information disclosed to
shareholders and markets via the annual financial report;

e it sets HSBC France’s values and principles;
e regarding governance system oversight and risk supervision, it:

— reviews the company’s governance system, assesses
regularly its efficiency and ensures that corrective measures
to remedy possible deficiencies have been taken;

— approves and reviews regularly strategies and policies
governing risk taking, management, monitoring and
mitigation;

— approves global risk limits;

— is informed by the approved senior managers of all
significant risks, of risk management policies and
amendments made to them;

— controls publication and communication process;
e it cares for HSBC Group reputation in France;

e it deliberates on all questions pertaining to its legal and
regulatory obligations and those stemming from its articles of
association.

In the week prior to the meeting, the Directors receive the meeting
file, including the agenda, the draft minutes of the previous Board
meeting and supporting papers to the agenda items to be
discussed at the meeting. In the case of highly confidential
matters, which cannot be disclosed in advance, the information is
provided during the meeting itself. Furthermore, Directors are
regularly advised of significant events affecting the company and
receive the relevant documents.
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Board of Directors’ meetings

The Board of Directors met eight times during 2018. The average
attendance rate was 73 per cent, compared to 74 per cent in 2017:

e 8 February 2018 (attendance rate: 72 per cent);

e 20 February 2018 (attendance rate: 72 per cent);
e 27 April 2018 (attendance rate: 79 per cent);

e 30 May 2018 (attendance rate: 74 per cent);

e 26 July 2018 (attendance rate: 68 per cent);

e 3 August 2018 (attendance rate: 63 per cent);

e 26 October 2018 (attendance rate: 84 per cent)

e 29 November 2018 (attendance rate: 63 per cent).
The Board’s work

Businesses and strategy

At each meeting, the Board was informed of developments in
business activity, the group’s position, the important stakes for
each of its businesses, and execution of transformation projects, in
particular as regards IT projects and Retail Banking. At its meeting
on 26 July 2018, the Head of Retail Banking and Wealth
Management presented to the Board the progress of the
implementation of the new distribution model. Furthermore, an
update on the modernisation project of the IT infrastructure
initiated by HSBC France was made to each of regular Board
meeting. The Board also continued to pay particular attention to
the impacts of the low interest rate environment on business and
financial performance, as well as the measures taken in response.

In 2018, the Board of Directors devoted a significant part of its
work to HSBC Group projects, and of their impact on HSBC
France, to ensure the continuity of its activities and of the service
to customers in the context of the United Kingdom's withdrawal
from the European Union. Thus, it examined and authorised the
creation of seven branches of HSBC France in Belgium, Spain,
Ireland, Italy, Luxembourg, Netherlands and Czech Republic and
the proposed acquisition by HSBC France, of certain assets and
liabilities of those HSBC Bank plc in those seven countries during
the first quarter of 2019 (meeting on 3 August 2018). The Board of
Directors also examined and authorised the creation of a Polish
branch (meeting on 3 August 2018) and the acquisition by HSBC
France of two subsidiairies of HBSC Bank plc in Poland and Ireland
(meetings on 30 May and 26 July 2018). At its meeting on 26 July
2018, it also decided to merge these two subsidiaries with HSBC
France, with an effective date in the first half of 2019. At its
meeting on 26 October 2018, it authorised the creation of a HSBC
France branch in Sweeden.

The Board of Directors also reviewed and approved the acquisition
of the European Volume Payment Solution (EVPS) platform by
HSBC France from HSBC Bank plc's Paris branch and the transfer
of its Global Banking and Markets IT division to the French branch
of HSBC Global Services (UK) Limited (meeting on 26 October
2018).

In the meeting held on 8 February 2018, the Board of Directors
approved the company'’s strategic directions. It took note of the
opinions issued by the Central Works Council on the company’s
economic and financial situation at its meeting on 26 July 2018
and on strategic directions at its meeting on 26 October 2018.

As regards people, corporate values and culture, the initiatives
taken and their results in terms of equal pay between men and
women and the results of the annual employee engagement and
the action plans decided in response to this survey were presented
to the Board (meetings on 27 April and 26 October 2018).

The Chairman of the Board, who is also a Member of the Group
Management Board of the HSBC Group, and Chief Executive
Officer, Global Banking and Markets of the HSBC Group,
commented, on a regular basis, the HSBC Group’s development,
results, latest news, as well as trends in the world economic and
regulatory environment. The Independent Directors shared with
the Board their view of the economic situation and economic
conditions in their business sector.

Finance

In 2018, the Board of Directors reviewed the quarterly, half-yearly
and annual financial statements and signed off the half-yearly and
annual financial statements. At each of its meetings, the Board
reviewed HSBC France's revenue, costs, results and balance
sheet. For each period reviewed, the Board heard the conclusions
of the Statutory Auditors, who were invited to attend all Board
meetings.

At its meeting on 8 February 2018, the Board reviewed and
approved the budget, the capital and liquidity plans and the risk
appetite for 2018. At its meeting on 26 October 2018, it reviewed
the initial budget guidance and an initial version of the risk
appetite for 2019.

The Board of Directors was informed of developments in
regulatory capital and regulatory ratios, in particular capital,
liquidity, solvency and leverage ratios, as well as the impacts of
the various regulatory developments in these areas, particularly on
revenue and the balance sheet. At each of its regular meetings,
the Board received information on the funding plan, funding
position and trends in medium- and long-term debt. It also
authorised various transactions in those areas. The Board also
reviewed and approved the dividend policy, the Internal Capital
Adequacy Assessment Process (‘ICAAP’) and the Internal Liquidity
Adequacy Assessment Process ('ILAAP’) reports (meeting on 27
April 2018).

In view of the development of HSBC France's activities, the Board
of Directors decided in 2018 to proceed with three capital
increases, the first for a total of EUR 99.9 million (meeting on 30
May 2018) completed on 25 July 2018, the second for a total of
EUR 388.4 million (meeting on 26 July 2018) carried out on 30
August 2018, and the third for a total of EUR 949.6 million
(meeting on 29 November 2018) carried out on 14 January 2019.

Risk management

At each meeting, the Board reviewed the Group's risk position,
and in particular financial risks such as stress test, credit, market,
model, capital, liquidity and interest rate risk, as well as
operational risk, including security and fraud, information systems,
litigation, fiscal and people risks. Its review was based mainly on
the key risk summary reports (risk control and assessment, top
and emerging risks and risk appetite monitoring dashboard), as
well as the reports given by the Head of Risk and Chairman of the
Risk Committee at the Board meetings. In addition to information
given to the Board on a regular basis on this matter, a specific
presentation on cybercrime risk was given to the Board at its
meeting on 8 February 2018. The climate risk management was
also specifically presented to the Board at its meeting on 26
October 2018. The Directors have also access to the Risk
Committee’s supporting documentation.

As regards Financial Crime Compliance, the Board was informed
at each meeting of progress in the deployment of Global
Standards programme. At the meeting on 8 February 2018, the
report to the Board on Financial Crime Compliance was given by
the Head of Financial Crime Compliance.

As regards Regulatory Compliance, the Board monitored
developments in the function’s organisation and deployment of
the ‘Conduct’ programme. The Head of Regulatory Compliance
reported to the Board on Regulatory Compliance at the meeting
held on 27 April 2018. The Board also reviewed the Ombudsman’s
report on his activity in 2017 (meeting on 26 October 2018).
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The Board reviewed and approved the annual internal control
report, prepared in accordance with the French Government Order
of 3 November 2014 (at its meeting on 27 April 2018), which was
sent to the ACPR.

The Chairman of the Audit Committee and the Chief Risk Officer,
among others, commented on the Internal Audit work, in
particular audit reports adverse graded and changes in the number
of open recommendations at each Board meeting, except at the
meeting held on 26 July 2018. In fact, at this meeting, this report
was commented in detail to the Board of Directors by the Head of
Internal Audit.

Regulatory environment and supervision

The Board was regularly informed of main regulatory changes and
projects, their implementation and impact on HSBC France, in
particular as regards IFRS 9 and the revised Markets in Financial
Instruments Directive (‘MiFID II'). In particular, the Board of
Directors was informed of its new responsibilities, introduced by
MiFID Il, and approved the relevant policies and procedures.

The Board was regularly informed of engagements with the
various supervisors and of their missions and investigations, in
particular the European Central Bank, the Autorité de contréle
prudentiel et de résolution and the Autorité des marchés financiers,
as well as their findings, follow-up letters received and HSBC
France's responses. The Board was also informed of the
implementation and results of the Supervisory Review and
Evaluation Process ('SREP’) performed by the Joint Supervisory
Team responsible for supervising HSBC France.

Governance

The work of the Board Committees was set out in regular, detailed
reports from their respective Chairmen and was debated during
Board meetings. In this regard, the Board was kept informed at
each meeting about the main topics discussed and points of
action identified by the Audit Committee and by the Risk
Committee, particularly with regards to regulatory supervision,
Finance function’s organisation, accounting projects and matters,
IT, risks, control and risk management system, internal audit,
regulatory and financial crime compliance and permanent control.

At the beginning of each Board meeting, a report was given on the
action points requested by the Board at previous meetings, with
specific presentations where necessary.

Apart from these issues, the Board also discussed various other
issues which are its responsibility in accordance with the law and
regulations in force, in particular as regards compensation,
composition of the Board and of the specialised Board
committees, revision of the Board's internal rules, assessment of
Board practices and procedures, conflict of interest prevention,
and authorisation of non-audit services provided by the Statutory
Auditors. In this respect, it approved the Board of Directors’
reports to the General Meeting and on corporate governance for
2017 (meeting on 20 February 2018), as well as the Board's
interim report at 30 June 2018 (meeting on 3 August 2018).
Likewise, the Board authorised new related-party agreements
(meetings on 30 May, 26 July, 3 August and 26 October 2018) and
reviewed related-party agreements entered into and authorised by
the Board in prior years which remained valid in the current year in
accordance with the provisions of article L. 225-40-1 of the French
Commercial Code (meeting on 26 October 2018).

Board Committees

The Board is assisted by four specialised Committees: Audit
Committee, Risk Committee, Nomination Committee and
Remuneration Committee, the duties are defined in the Board's
internal rules.

Audit Committee

Composition of the Audit Committee

Chairman

Appointed in 2010

Thierry Moulonguet (independent) (Member from 2009 to 2010)

Members

Paule Cellard (independent) Appointed in 2017

Lindsay Gordon (independent) Appointed in 2013

Lucile Ribot (independent) Appointed in 2017

The Audit Committee members are highly qualified in banking,
financial, accounting and control areas, as they serve or have in
the past served in the capacity of Chairman and Chief Executive
Officer of a bank, Audit Committee member, including of banks, or
Chief Financial Officer.

The Audit Committee’s missions

The Audit Committee is accountable to the Board and has non-
executive responsibility for oversight of and advice to the Board on
matters relating to the budget, financial reporting, control of
financial information, capital and liquidity ratios to support the
Risk Committee, the dividend and capital allocation policies,
management of the Finance function and Internal Audit, in
particular:

* to monitor the integrity of the financial statements in order to
ensure that information provided gives a true and fair view of
the company’s position and to examine the findings of the
reports issued by permanent and periodic control and
compliance teams regarding accounting and financial
reporting;

e to review financial and accounting policies and practices;

e to review and discuss with management the effectiveness of
internal control systems relating to financial reporting;

* to monitor and review the effectiveness of the Internal Audit
function, to consider the major findings of internal
investigations and management’s response, and to ensure that
the Internal Audit function is adequately resourced and has
appropriate positioning;

e to discuss with the Statutory Auditors their general approach,
nature and scope of their audit and reporting obligations
including, in particular, the nature of any significant unresolved
accounting and auditing problems and reservations arising
from their interim reviews and final audits, major judgemental
areas, all alternative accounting treatments that have been
discussed with management together, the nature of any
significant adjustments, compliance with accounting standards
and other regulations and any other matters the Statutory
Auditor may wish to discuss (in the absence of management
where necessary);

* to make recommendations to the Board of Directors regarding
the appointment, renewal or removal of the Statutory Auditors,
their fees and any other issues concerning their duties;

® to review and assess the independence and objectivity of the
Statutory Auditors, including supervision of the turnover of the
signing partners and the effectiveness of the audit process;

e 1o apply the code of conduct and the HSBC Group policy
concerning the provision of non-audit services by the Statutory
Auditors;
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* to review the Statutory Auditors’ annual report and
management letter together with management’s response to it,
and to monitor the implementation of recommendations made;

* to ensure compliance of the company and its subsidiaries with
directives issued by the supervisory authorities and with
regulations applicable to them.

The Committee meets the Statutory Auditors and the Head of
Internal Audit in private at least once per year to ensure that there
are no unresolved issues or concerns. In carrying out these duties
and responsibilities, the Committee may consult any adviser or
expert as it deems appropriate.

To give itself sufficient time to review the accounts before they are
reviewed by the Board, the Audit Committee meets a few days
before the Board insofar as possible.

Lastly, at the request of the HSBC Bank plc’s Audit Committee, the
HSBC France’s Audit Committee Chairman provides a half-yearly
certificate to the Audit Committee Chairman of HSBC Bank plc,
HSBC France's direct shareholder, confirming, in particular, that
the accounts were reviewed by the Committee and that the
internal control system of financial reporting appears to be
appropriate. The certificate is based on work done by HSBC
France's Audit Committee as well as the certificates signed by the
Chairmen of the Audit Committees or Audit and Risk Committees
of HSBC France’s subsidiaries.

Audit Committee’s work in 2018

The Audit Committee met four times in 2018, with an attendance
rate of 100 per cent, compared with 91.7 per cent in 2017:

e 6 February 2018 (attendance rate: 100 per cent);
e 26 April 2018 (attendance rate: 100 per cent);
e 19 July 2018 (attendance rate: 100 per cent);
e 23 October 2018 (attendance rate: 100 per cent).

Each meeting was also attended by the Statutory Auditors, the
Chief Financial Officer, the Chief Accounting Officer, the Head of
Audit and the Chief Risk Officer. The Chief Executive Officer and
the Deputy Chief Executive Officer also attended Committee
meetings to answer any questions. HSBC France executives also
attend Committee meetings covering any subjects falling under
their responsibility. The Committee Chairman also met with the
Statutory Auditors in private sessions during the year.

The first aspect of the Committee’s work involved an in-depth
review of the annual, half-yearly and quarterly financial statements
prior to their presentation to the Board. The Audit Committee
reviewed the parent-company and consolidated accounts. The
Committee was informed by the Finance Department of the main
accounting points of attention and discussed the choices made by
the company in drawing up its financial statements and verified
the adequacy of provisions for identified risks. The Committee
continued to be regularly informed on the implementation of and
of the transition impacts of the new accounting standard IFRS 9
regarding financial instruments, entered into force on 1 January
2018, as well as work required by Sarbanes-Oxley in this area. The
Committee was also regularly informed of the progress of
implementation and the expected impacts of the new accounting
standard IFRS16 on leases, entered into force on 1 January 2019.

The Committee also examined, at each of its meetings, the bank’s
risk-weighted assets and the various regulatory and internal
capital, liquidity and leverage ratios, the bank's liquidity and
funding situation and structural interest rate risk being covered by
the Risk Committee.

Once again in 2018, the Committee paid careful attention to
monitoring the cost base and cost saving initiatives implemented.

The Committee was also informed of the evolution on the
organisation of the Finance Department (meeting 19 July 2018).

The second area of the Committee’s work concerned controls. To
this end, the Statutory Auditors commented on their management
letter and the aspects subject to particular attention at the time of
preparing the 2017 financial statements. The Committee discussed
the Statutory Auditors’ audit programme and independence,

approved the fees paid in 2017 by the HSBC France group to the
Statutory Auditors. The Committee also recommended to the
Board to renew the terms of office of the incumbent statutory
auditors (meeting on 6 February 2018).

Statutory Auditors presented their diligences on the financial
statements at 31 March 2018, 30 June 2018 and 30 September
2018 (meetings on 26 April, 19 July and 23 October 2018), as well
as their annual audit plan (meeting on 19 July 2018). The
Committee was informed of the impacts of the audit reform. It
also recommended to the Board to authorise Financial Department
management, under certain conditions, to arrange provision of
non audit services that are pre-approved by nature (meeting on 6
February 2018), to delegate the approval of the non-audit services
to the Audit Committee of HSBC Holdings plc and HSBC Bank plc
for the respective services provided to these entities (meeting on
26 April 2018). This recommendation was then approved by the
Board. At its meetings held on 26 April and 23 October 2018, it
previously authorised non-audit services provided by the Statutory
Auditors to HSBC France and its subsidiaries, which were not
previously authorised by nature.

The Committee was also informed of the results of controls
conducted on financial statements. Within this framework, it
reviewed the work carried out as part of the application of
Sarbanes-Oxley: the list of procedures concerned and its
development, identified weaknesses, their impact and monitoring,
as well as progress in the controls optimisation programme. It
reviewed the points raised in the account controls certificates and
by accounting assurance reviews, as well as implementation of
the recommendations raised in the Statutory Auditors’
management letters.

At its meeting on 23 October 2018, the Committee reviewed new
related-party agreements and recommended their approval to the
Board of Directors. It also reviewed the related-party agreements
authorised previously by the Board and still in force.

The third aspect of the Committee work concerned the detailed
review, at each meeting, of Internal Audit work. It reviewed the
findings of the main audit missions, particularly those calling
particular attention. The Committee remained extremely attentive
to the proper implementation of the audit recommendations. It has
also approved the update of the audit charter and the 2018 annual
audit plan (meeting on 6 February 2018).The Chairman of the Audit
Committee reported on the key points discussed during Audit
Committee meetings at the Board meetings held on 8 February, 27
April, 26 July and 26 October 2018.

Risk Committee

Composition of the Risk Committee

Chairman

Appointed in 2015

Lindsay Gordon (independent) (Member from 2013 to 2015)

Members

Appointed in 2017

Appointed in 2009
(Chairman from 2010 to 2015)

Appointed in 2017

Paule Cellard (independent)

Thierry Moulonguet (independent)

Lucile Ribot (independent)

The Committee members are highly qualified in the banking,
financial, risk and internal control areas, as they serve or have in
the past served in the capacity of Chairman or Chief Executive
Officer of a bank, with operational responsibilities within a Global
Banking activities or as Head of internal audit and compliance of a
bank, Risk Committee member or Chief Financial Officer.
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The Risk Committee’s missions

The Risk Committee is accountable to the Board and has non-
executive responsibility for oversight of and advice to the Board on
matters relating to high level risk-related matters and risk
governance:

* to oversee and advise the Board on current and forward-looking
risk exposures, HSBC France group's risk appetite and future
risk strategy, including capital and liquidity management
strategy, and management of risk within HSBC France group;

e to advise the Board on risk appetite and tolerance in
determining strategy;

e to advise the Board and/or the Remuneration Committee on
alignment of remuneration with risk appetite, and examine
whether the incentives resulting from the bank’s remuneration
policy and practice are compatible with the bank’s situation;

® to examine regular reports on risk management related to the
HSBC France group’s activities, the way in which risks are
controlled and monitored by management, and on emerging
risks;

e to examine the effectiveness of the HSBC France group’s risk
management framework and internal control systems (other
than internal financial control systems);

e to examine whether the prices of products and services
concerned and offered to customers are compatible with the
risk strategy;

* to approve the appointment and removal of the officer
responsible for the risk management function (Chief Risk
Officer) and to ensure his effective role;

® to seek to embed and maintain throughout HSBC France group
a supportive culture in relation to the management of risk and
maintenance of internal controls alongside prescribed rules and
procedures;

® to review any issue which arises from any report from Internal
Audit, the Statutory Auditors’ annual report and any queries
raised by the Statutory Auditors, and responses from
management, which relates to the management of risk or
internal control;

* to examine management’s reports and statements on the
internal control system.

The Committee meets the Statutory Auditors and the Head of
Internal Audit in private at least once per year to ensure that there
are no unresolved issues or concerns. In carrying out these duties
and responsibilities, the Committee may consult any adviser or
expert as it deems appropriate.

At the request of the HSBC Bank plc’s Risk Committee, the HSBC
France’'s Risk Committee Chairman provides a half-yearly
certificate to the Risk Committee Chairman of HSBC Bank plc,
confirming, in particular, that the Committee examined the reports
on risks and that no subject was brought to its attention other
than those described in the supports. The certificate is based on
work done by HSBC France’s Risk Committee as well as the
certificates signed by the Chairmen of the Risk Committees or
Audit and Risk Committees of HSBC France’s subsidiaries.

Risk Committee’s work in 2018

The Risk Committee met five times in 2018, with an attendance
rate of 90 per cent, compared with 91.7 per cent in 2017:

e 6 February 2018 (attendance rate: 100 per cent);
e 28 March 2018 (attendance rate: 50 per cent);

e 26 April 2018 (attendance rate: 100 per cent);

e 19 July 2018 (attendance rate: 100 per cent);

e 23 October 2018 (attendance rate: 100 per cent).

Each meeting was also attended by the Statutory Auditors, the
Chief Risk Officer, the Chief Financial Officer, the Chief Accounting
Officer and the Head of Internal Audit. The Chief Executive Officer
and the Deputy Chief Executive Officer attended Committee
meetings to answer any questions. HSBC France executives also
attend Committee meetings covering any subjects falling under
their responsibility.

Again in 2018, the Committee remained extremely attentive to
developments in the regulatory and supervisory environment in
which HSBC France operates and to the implications of such
developments, mainly on:

e the Work of the Basel Committee and of the European Banking
Authority, referred to in conjunction as ‘Basel IV’, especially on
risks regarding credit, market (notably the fundamental reviews
of trading books) and operational risks and the determination of
minimum capital requirements;

¢ the work relating to the Banking Union;

e implementation of various regulations, such as Packaged
Retail and Insurance-based Investments Products (‘PRIIPS’),the
revised Markets in Financial Instruments Directive (‘MiFID’ Il),
or the revised directive on payment services (‘PSD 2°);

e treatment of non-performing loans;

® liquidity risk management framework and internal capital and
liquidity adequacy assessment.

The Committee was kept informed, at each of its meetings, of the
progress of the projects related to the exit of the United Kingdom
from the European Union, in particular concerning changes in the
legal structure of HSBC France or the impacts of new businesses
and products on the organisation and governance of the bank. The
Committee examined the risk profile of HSBC France's new
international scope.

The Committee approved HSBC France's risk appetite in the 2018
financial year (meeting on 6 February 2018) and its subsequent
updatings, and then examined, at each of its meetings, the
monitoring dashboard, in particular indicators which were not in
line with the thresholds that had been set out. It also reviewed and
approved the risk tolerance framework. At its meeting on

23 October 2018, it examined a first draft regarding risk appetite
for the year 2019. In addition to a summary on risks given by the
Chief Risk Officer it reviewed at each of its meetings HSBC
France's risk map, top and emerging risks facing it, as well as their
assessment and the action plans which had been implemented.

At its meetings, the Risk Committee continued to carry out a
review of financial and operational risk, each of the individuals in
charge of controlling such risks spoke, in particular concerning:

e Credit risks, with an individual review of major exposures,
changes in outstanding credit and non-performing advances by
businesses, changes in risk-weighted assets and the evolution
of the cost of risk, and worrying exposures and sectors. In
relation to economic and geopolitical developments, the
Committee examined the HSBC France’s exposures to certain
sectors. The Committee was also informed of projects
regarding risk credit models, as well as reviews made by the
supervisory authorities on these models;

e Market risks, including their trends compared with limits,
changes in exposure, the setting of limits, changes in market
activities’ risk-weighted assets and the results of internal stress
tests. The Committee was informed of communications with
supervisory bodies, in terms of market risks, in particular as
regards of internal model review;

* Liquidity, capital and interest rate in the banking book risks.
The Committee approved the Internal Capital Adequacy
Assessment Process ('ICAAP’) and Internal Liquidity Adequacy
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Assessment Process ('ILAAP’) reports (meeting on 26 April
2018), after a session dedicated to the examination of these
draft reports (meeting on 28 March 2018), as well as the
capital and liquidity plans (meeting on 6 February 2018) and
their execution afterwards;

e Operational losses and progress in the implementation of the
new operational risks management framework deployed within
the HSBC Group;

e |egal risks, included emerging risks, and legal disputes;

® Security and fraud risk, including physical security of premises,
highly privileged access management, information security and
business continuity. In addition the Committee paid particular
attention to cybercrime risks;

e Information systems, including the main incidents and risks, as
well as progress in the key projects.

In 2018, the Committee continued to devote a considerable part of
its work to projects. At each of its quarterly meetings, a specific
presentation was given on the IT infrastructure modernisation
project initiated by HSBC France, and an update was made on the
progress of the other significant projects. Furthermore the
Committee reviewed different projects impacting HSBC France
and related to the segregation of Retail Banking activities in the
UK and to the exit of the UK from the European Union.

The Committee reviewed the work carried out on the internal
stress testing programme and HSBC France's contribution to the
HSBC Group stress tests performed by the European Banking
Authority ('EBA’) and the Prudential Regulation Authority (‘PRA"),
as well as the results of these tests.

In relation to permanent control, compliance and relations with
regulators, the Committee was informed, at each of its meetings,
of the progress made as regards internal control plans and the
main areas of weakness identified, as well as the action plans
drawn up to deal with them.

The Committee was informed of progress made in the work being
carried out by Operational Risk department, notably of progress
made in the roll-out of HSBC Group’s operational risk
management transformation programme, as well as progress in
and the results of the control plans. In accordance with the French
Government Order of 3 November 2014, the Committee was
informed of the essential services governance procedure, whether
these services are sub-contracted within HSBC Group or to
external suppliers, and likewise of a list of essential services sub-
contracted externally, and the results of controls carried out
(meeting on 23 October 2018).

Again in 2018 the Committee devoted an important part of its
work to the progress in Global Standards programme
implementation, one of the HSBC Group strategic priorities, which
aims to apply, in a uniform fashion across the whole of HSBC
Group, the highest standards in the area of financial crime
compliance. The Committee was informed of the developments in
works, organisation, tools and implementation of
recommendations made by the various control bodies concerning
anti-money laundering, international sanctions and anti bribery
and corruption, as well as staffing changes and engagement with
control and supervisory authorities.

In the area of regulatory compliance, the Committee took note of
the quarterly reports, which set out the main new matters and
updates on those already detailed in the course of previous
meetings. It also examined the progress made in action plans
implemented under the HSBC Group’s Conduct programme as
well as the Ombudsman’s annual report (meeting on 23 October
2018). It paid attention to matters regarding projects and staffing
of the Regulatory Compliance Department. It was informed of the
Regulatory Compliance plan for 2018 (meeting on 6 February
2018) and monitored trends in risk appetite indicators as regards
Regulatory Compliance.

The Committee approved the annual report on internal control to
the Autorité de contréle prudentiel et de résolution (meeting on 26
April 2018) and took note of other reports intended for the
supervisory authorities.

The Committee was informed of communications with supervisory
bodies and of the conclusions of various audits and reviews
carried out by supervisory and control bodies, such the Autorité
des Marchés Financiers, the European Central Bank, the Autorité
de Contréle Prudentiel et de Résolution or the Prudential

Regulation Authority, and received follow-up letters and replies to
them in relation to these assignments, as well as action plans
initiated to implement their recommendations.

The Chairman of the Risk Committee reported on the key points
discussed during Risk Committee meetings at the Board meetings
held on 8 February, 27 April, 26 July and 26 October 2018.

Nomination Committee

Composition of the Nomination Committee

Chairman

Appointed in 2009

Philippe Houzé (independent) (Member from 1999 to 2009)

Members

Samir Assaf Appointed in 2012

Appointed in 2010

Jacques Veyrat (independent)

In accordance with the Governance Code for the companies of the
HSBC Group, at least half of the Nomination Committee’s
membership are independent non-executive, non-employee
Directors.

The Nomination Committee’s missions

The Nomination Committee reports its activities to the Board and
is responsible for leading the processes for Board and Board
Committees appointments and for identifying and nominating for
the approval of the Board, candidates for appointment to the
Board and its Committees. To this end, it:

® assesses regularly the structure, size, composition (including
skills, knowledge, experience and diversity) and efficiency of
the Board of Directors and Board Committees and makes
recommendations to the Board with regard to any changes
regarding the appointment of any director, the renewal of their
terms of office and membership of Board Committees;

e prepares any question regarding corporate governance for the
Board’s consideration;

e conducts the evaluation of the Board of Directors;
e assesses non-executive Directors’ independence;

e reviews and monitors the training and continuous professional
development of Directors;

® ensures that plans are in place for orderly succession to senior
management positions within HSBC France.

In carrying out these duties and responsibilities, the Committee
may consult any adviser or expert as it deems appropriate.

Nomination Committee’s work in 2018

The Nomination Committee met three times in 2018, with an
attendance rate of 100 per cent. Its main work concerned:

¢ reflections on the Board membership, based, in particular, on
considerations regarding skills, knowledge, experience,
independence and diversity balance, seeking new independent
Directors and the proposal to the Board for the co-optation of
two new Directors: Dominique Perrier (meeting on 5 February
2018) and James Emmett (meeting on 18 October 2018);
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e proposals to the Board on renewing Directors’ term of office at
the Annual General Meeting to be held in 2018 and 2019
(meeting on 5 February and 7 December 2018);

e assessment of the individual and collective suitability of Board
members, based on the assessment of the knowledge, skills
and experience of the Directors and the Board of Directors
acquired through education, training and practice, the review of
Directors’ reputation, honesty and integrity, their time available,
the number of directorships held and of their independence,
including their independence of mind, on diversity and on other
considerations to be taken into account with regard to the
criteria defined in the joint guidelines of the EBA and the ESMA
(meeting on 7 December 2018);

e the implementation of the joint guidelines of the EBA and
ESMA on the assessment of the suitability of members of the
management body and key function holders (meeting on 7
December 2018);

¢ the review of the first part of the new report on corporate
governance (meeting on 5 February 2018);

e the review of the results of the Board evaluation conducted at
the end of 2017 and actions to implement (meeting on 5
February 2018);

e the review and proposal to the Board to approve the updated
register of potential situations of conflict of interest (meeting on
5 February 2018).

The Chairman of the Nomination Committee reported to the Board
on its work at the Board meetings on 8 February and 26 October
2018. All of the Committee’s work was submitted to the Board for
approval.

Remuneration Committee

Composition of the Remuneration Committee

Chairman

Appointed in 2009

Philippe Houzé (independent) (Member from 1999 to 2009)

Members

Samir Assaf Appointed in 2012

Ludovic Bénard (elected by employees) Appointed in 2017

Jacques Veyrat (independent) Appointed in 2010

In accordance with the Governance Code for the companies of the
HSBC Group, at least two members of the Remuneration
Committee are independent non-executive Directors.

The Remuneration Committee’s missions

The Remuneration Committee reports its activities to the Board
and is responsible mainly for:

e considering remuneration matters for HSBC France and its
subsidiaries in the context of the HSBC Group’s remuneration
policy and in compliance with local rules, and providing advice
to the Board of HSBC France and to the HSBC Group
Remuneration Committee on the remuneration policy and
structure relevant to HSBC France based on the regulatory
context and market conditions. In particular, the Committee
makes recommendations and proposals to the Board
concerning remuneration, pension and health insurance plans,
additional retirement plans, benefits in kind, and other
compensation of Executive Directors;

e reviewing annually the policy for the compensation of
employees prepared in accordance with the order of
3 November 2014 and the French Monetary and Financial
Code, particularly risk takers, employees exercising a control
function and any employee with similar compensation levels,

whose activities have a significant impact on the Company’s
risk profile, financial markets professionals whose activities
may have a significant impact on the Company’s risk exposure;

e proposing the fees for directors for approval by the Board and
the Shareholders’ General Meeting;

e reviewing and approving any statement required by HSBC
France’s regulators on the remuneration policy. In particular the
Committee reviews the report prepared in accordance with
Article 266 of the order of 3 November 2014 and the chapter of
the corporate governance report regarding remuneration;

e seeking confirmation from the Risk Committee or Chief Risk
Officer, that risk appetite was aligned with performance
objectives set in the context of incentive packages.

The Committee’s recommendations on Executive Directors’
remuneration are presented to the Board after prior approval by
the Remuneration Committee of HSBC Holdings plc or are then
submitted for approval. Moreover, in carrying out these duties and
responsibilities, the Committee may consult any adviser or expert
as it deems appropriate.

The Remuneration Committee’s work in 2018

The Remuneration Committee met twice in 2018, with an
attendance rate of 100 per cent. Its main work concerned:

¢ the review HSBC's general remuneration policy in France, in
respect of 2017 and 2018 years, taking into account regulations
concerning compensation, in particular risk control and the
contribution of the Risk and Compliance functions to the
process for determining variable compensations, the review of
the list of employees, identified as not entirely complying with
the risk and compliance rules and impacts on their
remuneration, as well as the review of the rules and
remuneration for employees defined as risk takers (meetings on
5 February and 7 December 2018);

e the review of the 20 highest remunerations in respect of 2017
and 2018 years (meetings on 5 February and 7 December
2018);

e compensation proposals for the Chief Risk Officer and the Head
of Regulatory Compliance (meeting on 7 December 2018);

e proposals to allow the Board to approve, in agreement with
HSBC Holdings plc, the terms of the remuneration of Jean
Beunardeau and Andrew Wild in respect of 2017 and 2018 and
setting out the fixed and variable elements of their
remuneration and the number of shares to be awarded to them
(see section ‘Executive Directors’ compensation’) (meetings on
5 February and 7 December 2018);

* the review of the section of the corporate governance report on
remuneration (meeting on 5 February 2018);

e The Chairman of the Remuneration Committee reported to the
Board on its work at the Board meetings on 8 February and 26
October 2018. All of the Committee’s work was submitted to
the Board for approval.

Shareholders’ general meeting

Meetings are open to all shareholders. They are convened and
transact business in accordance with the provisions of the law and
regulations in force. According to article 21 of the Articles of
Association, all shareholders, whatever the number of shares they
own, are entitled to attend General Meetings and to take part in
the deliberations, personally or through a representative, provided
their shares are paid up in full for payments that are due and are
registered on an account in their own name no later than
midnight, Paris time, on the second business day preceding the
General Meeting. However, the author of the notice to attend
hasthe option at all times to reduce this period of time, as he so
sees fit.
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All shareholders can also vote by correspondence using a form
which can be sent to them in accordance with the conditions
specified by the notice to attend the Meeting.

The Board of Directors can decide that shareholders will be
allowed to take part and vote in all General Meetings by video

conference or by any means of telecommunications making it
possible to identify them in accordance with the legal and
regulatory provisions.

Delegations given by the Shareholders’ meeting to increase the share capital

With pre-emptive

rights
Issue of shares for cash or by capitalising reserves
Date of authority 26 April 2017
Initial Expiry date 26 June 2019
Anticipated expiry date 10 August 2018
Maximum nominal amount EUR 100 million
Used amount EUR 99.9 million
Issue of shares for cash or by capitalising reserves
Date of authority 10 August 2018
Expiry date 10 October 2020
Maximum nominal amount EUR 800 million
Used amount EURO

Compensation

Compensation and advantages of Executive
Directors

Remuneration policy

The remuneration of Executive Directors is adopted each year by
the Board of Directors upon the recommendation by the
Remuneration Committee, and approved by the Remuneration
Committee of HSBC Holdings plc. It includes a fixed component
and a variable component.

The fixed component is determined in accordance with, on one
hand, market practices with the help of specialist consulting firms
and the other hand, Group references.

The variable component is determined on the basis of the overall
HSBC holdings and HSBC France performance and indicators
covering Business Performance & Strategic actions targets (profit
before tax, cost savings, comparative growth between revenue
and costs (JAW), return on risk-weighted assets, etc.), Global
Standards aspects covering risk and compliance areas
(implementation of Global Standards, observance of compliance
rules, in particular in terms of Financial crime, appropriate
application of internal rules, enhancement of Know Your Customer
process, closure of Audit points, active operational risk
management, relationship quality with regulators, etc.), and,
finally, Personal objectives, covering in particular effective
implementation of restructuring plans, improvement of internal
culture on financial crime, increase of women representation in
GCBO-3. These indicators, embedded in a balanced-scorecard, are
reviewed in comparison with the objectives set at the beginning of
the year. All parameters taken into account result in a performance
rating. In addition, from 2016, a specific rating is granted with
regard to the Global Standard objectives. The variable component
also takes account of market trends and, if necessary, changes in
regulations. In accordance with the HSBC Group's deferral rules,
this variable component is paid partly in non-deferred and partly in
deferred remuneration and partly in cash and partly in shares.

The Deputy CEO of HSBC France, Head of CMB France, also has
specific objectives related to his Business.

Award of shares

In 2018, Executive Directors benefited from the allocation of bonus
shares in HSBC Holdings plc in accordance with the HSBC
Group's general policy.

The HSBC Group awards various categories of bonus shares:

e Group Performance Shares are awarded, until 2015, to
Executives of the HSBC Group and which have the following
specific conditions:

— a five-year vesting period;

— arestricted period beyond the vesting period, which runs
until retirement;

— a performance condition measured using eight indicators
(four financial and four non-financial) from the performance
scorecard of the manager concerned;

e Restricted Shares, which are not subject to specific
performance criteria but which are definitively awarded to
employees still with the HSBC Group at the end either of a two-
and three-year period, which is the period in force for France,
or a five year period for part of the ‘Material risk takers’
identified at Group level.

With respect to 2018, HSBC France Executive Directors received
Restricted Shares, for which the only criterion is to be with the
company after a period of five years.

Supplementary pension scheme

The Executive Directors of HSBC France have a defined benefits
supplementary pension scheme. This plan guarantees members a
pre-determined absolute supplementary pension income based on
their length of service. In the event that the beneficiary dies,

60 per cent of this pension is payable to the surviving spouse. It is
increased every year in line with the average rate applied to the
French State pension scheme.

At 31 December 2018, Jean Beunardeau had accrued pension
rights representing 9.4% of his 2018 fixed remuneration and 4.4%
per cent of his 2018 total remuneration. Andrew Wild, is not
entitled to this pension scheme, since he takes benefit of UK
pension schemes. The provision corresponding to the present
value of these HSBC France pension commitments has been
recorded in the HSBC France accounts at 31 December 2018, for
an amount of EUR 3.4 million.
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Remuneration

Samir Assaf, Chairman of the Board of HSBC France, does not
receive any compensation or fees from HSBC France and is not a
beneficiary of the HSBC France supplementary pension scheme.
He has an employment contract with another company of the
HSBC Group and has access to a pension fund of the HSBC
Group.

The remuneration of Jean Beunardeau, CEO of HSBC France, and
Andrew Wild Deputy CEO of HSBC France is detailed on next
page.

Lastly, the Executive Directors are also provided with a company

car, with the exception of Jean Beunardeau who uses a car made
available to him by the company for his professional needs.

The following information is published in accordance with the
provisions of article L. 225-102-1, paragraphs 1, 2 and 3 and
article L. 225-184 of the French Commercial Code. It concerns
remuneration paid by HSBC France, the companies it controls and
the companies that control it (the HSBC Group). The remuneration
of the Executive Directors below is presented in accordance with
the Autorité des marchés financiers recommendations of
December 20092

Summary of compensation awarded to each Executive Director — Chief Executive Director'

2015 2016 2017 2018
Compensation Compensation Compensation ~Compensation
paid in 2015 paid in 2016 paid in 2017 paid in 2018
€ € € €

Jean Beunardeau
Fixed remuneration 545,826 545,826 545,826 545,826
Allowance ‘Material Risk Taker”® 564,000 564,000 564,000 564,000
Variable remuneration in cash 189,413 178,140 244.033 272,000
Variable remuneration in shares® 189,413 178,140 244,033 272,000
Deferred variable remuneration in cash® 284,120 267,210 366,049 408,000
Deferred remuneration in shares without performance conditions® 284,120 267,210 366,049 408,000
Deferred remuneration in shares with performance conditions’ 105,229 98,967 — -
Directors’ fees® - - — -
Benefits in kind - - — -
Total 2,162,121 2,099,493 2,329,990 2,469,826
2015 2016 2017 2018
Compensation Compensation Compensation = Compensation
for 2015 for 2016 for 2017 for 2018
€ € € €

Jean Beunardeau
Fixed remuneration 545,826 545,826 545,826 545,826
Allowance ‘Material Risk Taker®* 564,000 564,000 564,000 564,000
Variable remuneration in cash 178,140 244,033 272,000 251,697
Variable remuneration in shares® 178,140 244,033 272,000 251,697
Deferred variable remuneration in cash® 267,210 366,049 408,000 377,546
Deferred remuneration in shares without performance conditions® 267,210 366,049 408,000 377,546
Deferred remuneration in shares with performance conditions’ 98,967 - - -
Directors’ fees® - - - -
Benefits in kind - - - -
Total 2,099,493 2,329,990 2,469,826 2,368,312

Deputy CEO then Chief Executive Officer since 10 January 2012.

7
2 Allowance awarded to ‘Material Risk Takers’ identified by Group according to the Prudential Regulatory Authority regulation.
3 Allowance awarded in form of shares and subject to a five years holding period (20 per cent available for sale in year n+1 and 80 per cent in year n+5) till 2015. From 2016, the

allowance is awarded monthly in form of cash.

[SIEN

remuneration is deferred over five years (20 per cent per year will vest from year n+1).

Shares that vest immediately and are subject to a months’ retention period for those granted until 2076 and one year for those granted from 2017.
Variable remuneration in cash deferred over three years (33 per cent will vest in year n+1, 33 per cent in year n+2 et 34 per cent in year n+3) till 2015. From 20186 this variable

6 Variable remuneration in shares without performance conditions deferred over three years (66 per cent will vest in year n+2 and 34 per cent in year n+3) and subject to a six months’
retention period till 2015. From 2016, this variable remuneration is deferred over five years (20 per cent per year from year n+1) and subject to a six months’ retention period for

awards granted until 2016 and one year for those granted from 2017

7 Variable remuneration in shares with performance conditions deferred over five years (100 per cent will vest in year n+5) and subject to a retention period up to retirement.

8 Renounced the payment of his fees by HSBC France (see page 31).

23

concerning the guide for compiling registration documents.

Tables numbers refer to table models provided by the Autorité des marchés financiers in its 10 December 2009, as amended lastly on 13 April 2015, recommendation 2009-16
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Deputy Chief Executive Officer'

2015 2016 2017 2018
Compensation Compensation Compensation = Compensation
paid in 2015 paid in 2016 paid in 2017 paid in 2018
€ € € €
Andrew Wild
Fixed remuneration 329,167 395,000 395,000 395,000
Allowance ‘Material Risk Taker?® 81,667 98,000 98,000 98,000
Variable remuneration in cash - 76,875 93,000 114,657
Variable remuneration in shares® - 76,875 93,000 114,657
Deferred variable remuneration in cash® - 51,251 62,000 76,438
Deferred remuneration in shares without performance conditions® - 51,251 62,000 76,438
Directors’ fees’ - - - —
Benefits in kind® 4,626 4,626 4,626
Total 410,834 753,878 807,626 879,816
2015 2016 2017 2018
Compensation Compensation Compensation = Compensation
for 2015 for 2016 for 2017 for 2018
€ € € €
Andrew Wild
Fixed remuneration 329,167 395,000 395,000 395,000
Allowance ‘Material Risk Taker?® 81,667 98,000 98,000 98,000
Variable remuneration in cash 76,875 93,000 114,657 135,630
Variable remuneration in shares* 76,875 93,000 114,657 135,630
Deferred variable remuneration in cash® 51,251 62,000 76,438 90,420
Deferred remuneration in shares without performance conditions® 51,251 62,000 76,438 90,420
Directors’ fees’ - - — =
Benefits in kind® 4,626 4,626 4,626
Total 667,085 807,626 879,816 949,726
1 Deputy Chief Executive Officer since 1 March 2015.
2 Allowance awarded to ‘Material Risk Takers’ identified by Group according to the Prudential Regulatory Authority regulation.
3 Allowance awarded in form of cash on a monthly basis.
4 Shares that vest inmediately and are subject to a six months’ retention period.
5 Variable remuneration in cash deferred over three years (33 per cent will vest in year n+1, 33 per cent in year n+2 and 34 per cent in year n+3) till 2015. From 2016 this variable

remuneration is deferred over five years (20 per cent per year will vest from year n+1).

(&)

Variable remuneration in shares without performance conditions deferred over three years (66 per cent will vest in year n+2 and 34 per cent in year n+3) and subject to a six months’

retention period till 2015. From 2016, this variable remuneration is deferred over five years (20 per cent per year from year n+1) and subject to a six months’ retention period

Renounced the payment of his fees by HSBC France (see page 31).

S N

Company car. Is also entitled to an annual accommodation allowance, a travel allowance, a medical cover and a tax assistance.

Shares awarded to each Executive Director in 2019 in respect of 2018

HSBC Holdings plc shares without performance conditions (Table 6)

Number of shares

Date of award awarded Value of the shares at grant Vesting date Date of availability

20% on each 20% on each

Jean Beunardeau March 2019 ND EUR 377,546 following dates: following dates:
March 2020 March 2021

March 2021 March 2022

March 2022 March 2023

March 2023 March 2024

March 2024 March 2025

Jean Beunardeau March 2019 ND EUR 251,697 March 2019 March 2020
20% on each 20% on each

Andrew Wild March 2019 ND EUR 90,420 following dates: following dates:
March 2020 March 2021

March 2021 March 2022

March 2022 March 2023

March 2023 March 2024

March 2024 March 2025

Andrew Wild March 2019 ND EUR 135,630 March 2019 March 2020

Performance shares which became available for each Executive Director in 2018 (Table 7)

Number of shares
which became
available during the

Date of award

year

Vesting conditions

None
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HSBC Holdings plc shares, without performance conditions, which vested for each Executive Director in 2018 (Table 8)

Vesting conditions (in

Number of share: case of special

Date of award vested conditions)

Jean Beunardeau 2/3/2015 12,217 —
Jean Beunardeau 29/2/2016 17,685 -
Jean Beunardeau 27/2/12017 10,017 —
Jean Beunardeau 28/3/2018 330,373 —
Andrew Wild 2/3/2015 3,181 -
Andrew Wild 29/2/2016 4,071 —
Andrew Wild 27/2/2017 1,696 —
Andrew Wild 28/3/2018 13,941 -

1 The shares awarded under the French sub-plan in 2015 are available two years after the vesting, the shares awarded under the UK plan in 2016 and 2017 are available six or twelve
monthsafter the vesting. The immediates shares awarded and vested in 2018 under the UK plan are available for sale six months or twelve months after the vesting.

The shares awarded in 2015 were vested for 34 per cent in 2018.
The shares awarded in 2016 were vested for 33 per cent in 2018.
The shares granted in 2017 were vested for 33 per cent in 2018.
The shares awarded in 2018 were vested for 100 per cent in 2018.

HSBC Holdings plc free shares, without performance conditions, awarded in 2018 in respect of 2017, to the 10 employees whose
number of awarded shares is the highest (Table 10)

Number of
Date of shares
award awarded Value of the shares at grant Vesting date’ Date of availability1
26.02.2020 for 66% and 26.02.2020 for 66% and
Total value of the 10 highest awards of 26.02.2021 for 34% or 26.02.2021 for 34% or
shares (employees or former employees) 26/2/2018 376,522 EUR 3,096,604 26.02.2018 for 100% 26.08.2018 for 100%

1 Part of the free shares awarded to employees considered as Material Risk Takers (cf. page 39 vests immediately and is available for sale after six months of vesting.

HSBC Holdings plc free shares, without performance conditions, awarded in 2018 in respect of 2017, to the 10 employees whose
number of awarded shares is the highest

Number of
Date of shares
award awarded Value of the shares at grant Vesting date' Date of availabili'(y1
September 2021 or March
2022 for 66% and
Total value of the 10 highest awards of March 2021 for 66% and September 2022 or March
shares (employees or former employees) 25/2/2019 ND EUR 3,172,103 March 2022 for 34% 2023 for 34%

1 Part of the free shares awarded to employees considered as Material Risk Takers (cf. page 39) vests immediately and is available for sale six months or a year after of vesting.

HSBC Holdings plc free shares, without performance conditions, vested in 2018, for the 10 employees whose number of awarded
shares is the highest

Number of shares

vested' Vesting dates
Total value of the 10 highest awards of shares, vested in 2018 (employees or former employees) 409,907
Of which award 2015 59,974 14/3/2018
Of which award 2016 162,117 13/3/2018
Of which award 2017 12,018 12/3/2018
Of which award 2018 175,798 26/2/2018

1 The shares awarded under the French sub-plan in 2015 are available for sale two years after the vesting and those granted in 2016 are available for sale six months after the vesting ;
those granted in 2017 under the UK plan are available for sale at vesting. The immediates shares awarded and vested in 2018 under the UK plan are available for sale six or twelve
months after the vesting.
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Other information required by the Corporate Governance Code (Table 11)

Executive Director
Function
First appointed

Term ends Employment contract

HSBC France
supplementary pensioq
scheme

Compensation or benefits
due or that may be due
upon termination or
change in duties

Compensation due under Participation in the share
terms of non-compete capital of the company and
agreement quantity of shares held

Jean Beunardeau
Chief Executive Officer”
1 February 2010°

2017

Suspended

No No No

Andrew Wild
Deputy CEO

1 March 2015*
2017

Suspended

1 See page 39.
2 Deputy CEO since 10 January 2012.
3 Date of appointment as Deputy CEOQ.

Compensation policy for employees whose professional
activities have a significant impact on the risk profile of
the business

The following information is published in accordance with article
266 of the order of 3 November 2014 on internal control of
banking sector companies, based on articles L. 511-64, L. 511-71
and L. 511-72 of the French Monetary and Financial Code and
article 450 of ("UE’) regulation 575/2013.

Decision-making process implemented to define the
company’s compensation policy

As HSBC France is part of an international banking group, its
compensation policy is defined at the level of the parent company.
As part of a delegation by the HSBC Group’s Board of Directors,
the HSBC Group’s Remuneration Committee is responsible for
approving the compensation policy for the HSBC Group as a
whole.

The compensation policy in place in France falls within the
framework of this global policy, while also ensuring that local
regulations, in particular those arisen from European Directive
CRD 11l of July 2010 repealed by the Directive CRD IV of June
2013, since 1 January 2015 from AIFM Directive,since 1 January
2016 from Solvency Il Directive and since 1 January 2017 from
UCITS Directive are observed.

Two committees — the People Committee, in its limited perimeter,
and the Remuneration Committee — play a predominant role in the
overall process of implementing this policy.

In accordance with the article L 511-74 of the Code Monétaire et
Financier, the compensation policy is submitted to an independant
audit, once a year, performed by the Internal Audit department.
The compensation policy is also approved by the local Regulatory
Compliance department.

The People Committee, in its limited perimeter, made up of the
main Senior Executives of HSBC France (the Chief Executive
Officer also in charge of Global Banking and Markets, the Deputy
Chief Executive Officer in charge of the Commercial Banking, the
Chief Risk Officer, the Chief Operating Officer, the Head of Human
Resources and the main Heads of Businesses), reviews the main
aspects of the compensation policy proposed by HR function for
France and approves it. It ensures that this policy fits in with the
general principles of the compensation policy set by the HSBC
Group for all of its subsidiaries, and in the light of the specific
directives set by the global business lines. Lastly, it gives an
opinion on the policy’s compliance with local professional
standards and the recommendations of banking supervisory
bodies in France such as the Autorité de Contréle Prudentiel et de
Résolution and the European Central Bank since 4 November
2014, the Autorité des Marchés Financiers and the Fédération
Bancaire Francgaise.

In addition, as regards variable compensation, it checks that all of
the measures in place within the bank’s various business lines
adhere to the general principles defined in compensation policies
edited by France Group and global business lines, and meet the
requirements of supervisory committees. It reviews the variable

compensation budgets allocated to French staff by the global
business lines on the basis both of the overall performance of each
business line and of the relative performance of French teams and
by taking into account risk and compliance aspects. It approves
the structure of these compensation pools, i.e. the breakdown
between cash and shares, between immediate remuneration and
deferred remuneration in accordance with the HSBC Group's rules
and local professional standards.

Lastly, on an individual basis, after approval of the list, it reviews
and validates the consistency of compensation paid to
professionals whose activities have a significant impact on the
company'’s risk profile (excluding People Committee’s members),
before submission to HSBC Group’s decision-making bodies. It
reviews the 20 highest compensation packages (excluding People
Committee’s members), in collaboration with the HSBC Group’s
decision-making bodies and global business lines. It ensures that
proposed individual compensation packages take into account any
individual breaches with respect to internal rules in term of credit
risk, compliance and reputation, and for specific employees, to
mandates provided for Volker and SRAB rules.

On the basis of the compensation policy papers prepared by the
People Committee in its limited perimeter, the Remuneration
Committee, chaired by an independent Director, gives his view on
the bank’s policies and practices concerning compensation,
ensuring their consistency with the HSBC Group policy and their
compliance with applicable local standards, as well as that risk
management and compliance issues are taken into account.

Its scope of intervention covers all compensation policies and
practices in place within the company, although with a more in-
depth review concerning professionals whose activities have a
significant impact on the risk profile of the business and Executive
Directors.

Finally, it reviews the remuneration of any Executive Directors, of
Head of Risk and Head of Regulattory Compliance and submit its
proposals to the Board.

Main characteristics of the compensation policy

At HSBC Group level, the compensation policy defined takes into
account, on one hand, the sustainable financial performance and
the commercial competitiveness of the company as a whole and
each of its businesses and, on the other hand, the overall
performance regarding risk management, and finally the
company'’s capacity to fund this policy on its own profit.

The main performance indicator used by the HSBC Group, to fix
variable compensation budgets, is the profit before tax before
variable compensation and excluding the change in value of own
debt under Fair Value Option due to credit spread and capital gains
or losses on businesses’ and subsidiaries’ disposals. On the other
hand, it includes model and credit risk provisions.
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Variable compensation budgets on a global basis and by
businesses are reviewed and approved by the Group Chief Risk
Officer, the Group CEO, the Group Chief Financial Officer and the
Group Remuneration Committee. Once these variable
compensation budgets are approved, they are divided, for each
business/segment/product/function/Host by regions and countries
depending on their respective performance. Local performances
are measured on one hand through financial metrics such as
evolution of Profit Before Tax, growth in revenue, costs control,
comparison of revenue and cost trends (JAWS), trend in provisions
for risks (‘LICs’), return on risk-weighted assets, completion of
Group strategic objectives (in particular increase of cross border
revenues, etc.) or regional priorities (customer experience
improvement, implementation of local strategic plan if any, etc.)
and on the other hand through non-financial metrics such as
implementation of regulator or Audit recommendations,
continuation in implementing Global Standards, risk management
which assessment is based on trends on provision for risks, level
of risk-weighted assets and corresponding return, liquidity ratio,
operational losses, improvement of risk culture within the
company, growth in women representation among GCBO-4. These
indicators are included in performance scorecard and are analysed
by comparison to the previous year and against the budget.

These budgets are then granted in a differentiating manner
according to the individual performance of each employee. The
individual performance of an employee is appraised by the
manager once a year at year-end and an appraisal based on four
points rating scale, which was implemented for the year-end
review in respect of 2014, is awarded:

e top performer;

e strong performer;

e good performer;

e inconsistent performer.

The four points performance rating scale aims to encourage
differentiation in performance and variable compensation levels,
accordingly.

The performance appraisal is based on achieving targets set for
the employee by the manager at the start of the year. These
targets include both qualitative criteria (observance of compliance
and internal control rules, adherence to Global Standards, quality
of sales or quality of service, risk management — especially in
terms of operational risks and follow-up of audit points — customer
recommendations, cross-businesses synergies, winning
customers, etc.) and collective and/or individual financial criteria
(income growth, cost control, growth of the profit before tax, etc.).

The indicators, which underpin these objectives, are a function of
the position held and the level of responsibility, and are appraised
by comparison to the previous year and against the current year
budget.

All targets are formally documented at the beginning of the year,
in annual employee target sheets (performance scorecards).

In compliance with the rules under CRD Ill and CRD IV directives,
some employee categories are subject to specific rules regarding
variable compensation award. These employees, considered to
have an impact on the entity’s risk profile (Material Risk Takers),
were identified on the basis of qualitative and quantitative criteria
defined by the European Banking Authority in March 2014.
Pursuant to these criteria, the HSBC Group, which is itself
submitted to this regulation, identified at France level a list of 47
employees coming under this Material Risk Takers category. To be
noted that, in addition, 3 employees have been identified by the
Group at Greece level, and 1 employee at Poland level.

As these new criteria have to be applied both at a consolidated
and an individual basis, an additional list of 48 employees at
France level who can have a significant impact on the company’s
risk profile at a local level was added to this list of Material Risk
Takers identified at HSBC Group level. To be noted that for Poland,
16 employees have been identified additionally at local level.

This whole list of 115 employees includes mainly the executive
directors, the heads of business lines, the heads of risk functions
and the market operators who have an impact on the company’s
risk profile. It has to be noted that among these 115 employees, 7
of them are employees of HSBC Bank plc branch in France, 3 are
employees of HSBC France Athens Branch (Greece) and 17 are
employees of HSBC bank Polska S.A.

For this population, variable remuneration are limited to twice the
fixed remuneration, according to the decision made by HSBC
France shareholders’ general meeting held on 13 June 2014. In
order to maintain the competitiveness of Material Risk Takers
remuneration, Group has modified the remuneration of several of
them by allocating a monthly fixed pay allowance linked to their
function. In addition their variable is deferred by 40 per cent and
even by 60 per cent for the highest variable. Finally, variable
remuneration granted in the form of shares accounts for 50 per
cent of variable remuneration granted; this 50 per cent applies to
both the deferred component and to its immediately paid fraction.

It should be noted that if the variable remuneration amount is
lower than 33 per cent of total remuneration, the variable
remuneration is granted in cash immediately paid and deferred
shares according to HSBC Group standard deferred rules.

For this population as a whole, 43 per cent of variable
remuneration is deferred, and variable remuneration represents 45
per cent of total remuneration. The deferred share-based portion is
not vested by the employee until after either a period of two years
for 66 per cent and after three years for the remaining 34 per cent
or a period of two years for 40 per cent, three years for 20 per
cent, four years for 20 per cent and five years for the remaining 20
per cent. This is furthermore subject to a six month or one year
retention period starting from vesting, and there is a prohibition on
hedging it.

With effect from 1 January 2017, management companies under
certain conditions are governed by the UCITS Directive. in addition
of the Alternative Investment Funds Management ('AIFM’)
Directive already in place since 1 January 2015. In accordance
with these Directive, categories of employees of HSBC Global
Asset Management (France) and HSBC REIM (France) are subject
to specific rules in term of variable remuneration. The employees
concerned, are those whose professional activity has a significant
impact on the risk profile of the management company or its
alternative investment funds. The list of these risk takers mainly
comprises Executive Directors, Heads of Risk functions, Finance
function and Legal function, Heads of sales, Heads of Funds
management and Head of branches. In 2018, a total of 44 risk
takers have been identified. For this population, subject to have a
variable remuneration of more than EUR 200,000 and representing
more than 30 per cent of fixed pay, variable remuneration is 40 per
cent deferred if it is lower than GBP 500,000 and 60 per cent
deferred for variable remuneration of more or equal to GBP
500,000. For risk takers with a variable remuneration deferred

at 40 per cent, the variable remuneration is composed as follow:
50 per cent in immediate cash,10 per cent in cash variable indexed
on the funds’ performance, 40 per cent in cash variable deferred

44 HSBC France Annual Report and Accounts 2018



one third over three years and indexed on the funds performance.
For risk takers with a variable remuneration deferred at 60 per
cent, the variable remuneration is composed as follows: 40 per
cent in immediate cash,10 per cent in deferred cash that vest in
three annual tranches, 50 per cent in cash variable deferred one
third over three years and indexed on the funds performance. Risk
takers who do not meet the conditions above are subject to Group
deferral standard rules.

Finally, with effect from 1 January 2016, HSBC Assurance Vie
employees identified as risk takers under Solvency Il Directive are
bound by the remuneration requirements set out in this directive

Eligible employees

In accordance with this Directive, categories of employees of
HSBC Assurances Vie (France) identified as risk takers are subject
to specific rules in term of variable remuneration. The employees
concerned are :

e Board of Directors members*

e Executive Directors: Chief Executive Officer and deputy Chief
Executive Officer;

e Key functions: Heads of Risk functions, Head of Compliance,
Head of Actuarial, Head of Audit;

e Head of Finance: Board committee member of HSBC
Assurances Vie (France) and under his strategic function in the
company.

*except 2 members who have the status of external ‘non

executive’ Director.

In 2018, 18 employees have been identified as risk takers under
Solvency Il.

Impact on the variable remuneration

For this population, a part of their variable remuneration is
deferred. This deferred part comprises shares that totally vest after
a three years vesting period and that is applied under specific
conditions described below:

e 60 per cent of the variable remuneration is deferred when its
total amount is equal or above GBP 500,000;

e 40 per cent of the variable remuneration is deferred when its
total amount is under GBP 500,000.

However, risk takers whose variable remuneration is lower than
GBP 500,000 (or an equivalent amount in local currency) and
whose variable remuneration is under 33 per cent of their total
compensation, are considered as ‘de minimis’. On this basis, they
are subject to Group deferral standard rules.

It should be noted that beyond this Material Risk Takers
population, the great majority of the company’s senior managers
are affected by the minimum deferred compensation rules laid
down by the HSBC Group which, for 2018, provide for deferred
compensation in the form of shares of between 10 per cent and 50
per cent of variable compensation, and to which the above rules
on vesting apply. Nevertheless, deferred shares are no more
subject to any retention period.

Lastly, since 2010, a “Malus” system applies to all employees
receiving deferred bonuses. This allows the HSBC Group's
Remuneration Committee to cancel, reduce or amend all or part of
bonuses awarded on the basis of the employee’s behaviour or
factors justifying such action.

To be also noted that all vested awards are subject to the Group
“Clawback” policy.

These two mecanism are subject to local regulation at their
application.

Guaranteed bonuses are highly exceptional, limited to one year
and only in a hiring context.

In accordance with CRD 1V Directive

Consolidated quantitative information about compensation paid to
executive members and financial market professionals, whose
activities have a material impact on the company’s risk exposure.

Amounts are expressed in EUR and correspond to gross salary
(excluding employer social security contributions and before
deduction of payroll costs).
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Remunerations awarded to overall staff

Total

FTE Headcount' Remuneration

€

Executive members 2 3,313,413
Global Banking and Markets 643 107,638,798
Retail Banking and Private Banking 3,580 188,041,466
Commercial Banking 1,293 76,967,576
Global Functions and Other 2,119 142,041,630
Total (France perimeter) 7,637 518,002,883
HSBC France Athens Branch (Greece) 365 19,986,000
HSBC bank Polska S.A (Poland) 198 11,163,590
HSBC Institutional Trust Services (Ireland) 46 3,445,618
Total (international perimeter) 609 34,595,208
Total (France and International perimeter) 8,246 571,215,172

1 HSBC Staff in France as of 31 December 2018 excluding trainee, CFCS, and pre-retirements.

Remuneration awarded to Executive members and professionals whose roles have a significant impact

on risk profile of the company

Total remuneration: distribution between fixed pay and variable pay

Number of Total
people Remuneration Total variable
concerned 2018 Total fixed pay pay
€ € €
Executive members 2 3,313,413 1,602,826 1,710,587
Global Banking and Markets 46 33,730,265 17,215,247 16,515,018
Retail Banking and Private Banking 13 7,797,144 4,098,480 3,698,664
Commercial Banking 6 2,377,985 1,385,000 992,985
Global Functions and Other 28 7,605,830 5,046,231 2,559,599
Total (France perimeter) 95 54,824,637 29,347,784 25,476,853
HSBC France Athens Branch (Greece) 3 1,733,206 945,056 788,150
HSBC Bank Polska S.A (Poland) 17 2,970,840 2,157,379 813,461
Total (international perimeter) 20 4,704,046 3,102,435 1,601,611
Total (France and International perimeter) 115 59,528,683 32,450,219 27,078,464

Total variable pay: distribution between payments in cash and payments in shares

Payments in

Payments in

Total variable

cash shares pay

€ € €

Executive members 855,293 855,293 1,710,587
Global Banking and Markets 8,257,509 8,257,509 16,515,018
Retail Banking and Private Banking 2,820,339 878,327 3,698,664
Commercial Banking 496,493 496,493 992,985
Global Functions and Other 1,681,702 877,897 2,559,599
Total (France perimeter) 14,111,336 11,365,519 25,476,853
HSBC France Athens Branch (Greece) 394,075 394,075 788,150
HSBC Bank Polska S.A (Poland) 406,730 406,730 813,461
Total (international perimeter) 800,806 800,806 1,601,611
Total (France and International perimeter) 14,912,142 12,166,325 27,078,464
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Total variable pay: distribution between non deferred and deferred amount

Non-deferred

Total variable

amount Deferred amount pay

€ € €

Executive members 774,654 935,932 1,710,587
Global Banking and Markets 9,142,318 7,372,700 16,515,018
Retail Banking and Private Banking 2,112,547 1,586,119 3,698,664
Commercial Banking 595,792 397,194 992,985
Global Functions and Other 1,846,992 712,607 2,559,599
Total (France perimeter) 14,472,303 11,004,552 25,476,853
HSBC France Athens Branch (Greece) 472,891 315,260 788,150
HSBC Bank Polska S.A (Poland) 488,075 325,386 813,461
Total (international perimeter) 960,966 640,646 1,601,611
Total (France and International perimeter) 15,433,269 11,645,198 27,078,464

Total deferred variable pay: distribution between payments in cash and payments in shares

Payments in Payments in Total deferred

cash shares variable pay

€ € €

Executive members 467,966 467,966 935,932
Global Banking and Markets 3,686,350 3,686,350 7,372,700
Retail Banking and Private Banking 1,226,500 359,619 1,586,119
Commercial Banking 198,597 198,597 397,194
Global Functions and Other 330,578 382,029 712,607
Total (France perimeter) 5,909,991 5,094,561 11,004,552
HSBC France Athens Branch (Greece) 157,630 157,630 315,260
HSBC Bank Polska S.A (Poland) 162,693 162,693 325,386
Total (international perimeter) 320,323 320,323 640,646
Total (France and International perimeter) 6,230,314 5,414,884 11,645,198

Amount of unvested deferred variable pay in respect of previous financial years

Amount of unvested deferred
variable pay in respect of previous
financial years

€
Executive members 2,645,831
Global Banking and Markets 14,420,313
Retail Banking and Private Banking 3,181,702
Commercial Banking 526,634
Global Functions and Other 1,651,677
Total (France perimeter) 22,426,157
HSBC France Athens Branch (Greece) 485,770
HSBC Bank Polska S.A (Poland) 11,318
Total (international perimeter) 497,088
Total (France and International perimeter) 22,923,245

This table shows outstanding deferred variable pay corresponding
to total unvested deferred remuneration, i.e. variable pay that has
been awarded but not yet paid (cash) or delivered (shares) and
which is still subject to a future ‘malus’ mechanism or early

departure. Shares and equivalent instruments are valued on the
basis of value at the award. Outstanding vested variable pay in
respect of prior year can be impacted by departures from the

company.
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Amounts paid in respect of hiring (guaranteed variable)

Amount paid in

Number of respect of hiring

people (guaranteed

concerned variable)

€

Executive members - -

Global Banking and Markets NC 900,000

Retail Banking and Private Banking - -

Commercial Banking

Global Functions and Other

Total (France perimeter) NC 900,000

HSBC France Athens Branch (Greece) — —

HSBC Bank Polska S.A (Poland) — —

Total (international perimeter) - -

Total (France and International perimeter) NC 900,000

The first column corresponds to all sums paid on termination of the employment contract (severance payment), which include

redundancy compensation and contractual indemnities.

Amount of severance payments1

Number of Amount of
people severance
concerned payments
€
Executive members - -
Global Banking and Markets - -
Retail Banking and Private Banking - -
Commercial Banking - -
Global Functions and Other NC 326,316
Total (France perimeter) NC 326,316
HSBC France Athens Branch (Greece) = -
HSBC Bank Polska S.A (Poland) - -
Total (international perimeter) — —
Total (France and International perimeter) NC 326,316
Contributions to defined benefit plan
Number of Contribution to
people defined benefit
concerned plan
€
Executive members 1 400,184
Global Banking and Markets - -
Retail Banking and Private Banking - -
Commercial Banking
Global Functions and Other
Total (France perimeter) 1 400,181
HSBC France Athens Branch (Greece) — —
HSBC Bank Polska S.A (Poland) - —
Total (international perimeter) — —
Total (France and International perimeter) 1 400,181
Information on highest remunerations
Total remuneration
Number of
Material Risk
Takers
Between 1 million and 1.5 million excluded 4
Between 1.5 million and 2 million excluded 4
Between 2 million and 2.5 million excluded 1
Total 9
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In accordance with AIFM Directive

Consolidated quantitative information about compensation paid to
executive members and financial market professionals, whose
activities have a material impact on the company’s risk exposure
in the entities HSBC Global Asset Management (France) and HSBC
REIM (France).

Amounts are expressed in EUR and correspond to gross salary
(excluding employer social security contributions and before
deduction of payroll costs).

HSBC Global Asset Management and HSBC REIM (France)

Total variable Total

Total fixed pay pay Remuneration

€ € €

Total of Employees (number: 388) 27,619,676 10,397,579 38,017,255
Including employees who have a significant impact on the risk profile AIFMD (number: 44)' 6,773,934 4,822,453 11,596,387
Including Senior Managers (number: 20) 2,944,741 1,872,504 4,817,245

1 Including four Executive managers who are already in the CRD IV material risk takers.

In accordance with Solvency Il Directive

Consolidated quantitative information about compensation paid to
employees identified as Solvency Il staff in the entities HSBC
Assurances Vie (France).

Amounts are expressed in EUR and correspond to gross salary
(excluding employer social security contributions and before
deduction of payroll costs).

Employees identifies as Solvency Il staff (number: 18)'

Total fixed pay Total variable Total
€ € €
4,349,303 3,791,783 8,141,086

1 Including 12 Executive managers who are already in the CRD IV material risk takers.
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Statutory Auditor's report on regulated agreements and commitments

PricewaterhouseCoopers Audit BDO France - Léger Et Associés
63 rue de Villiers 43-47 Avenue de la Grande Armée
92208 Neuilly-sur-Seine Cedex 75116 Paris

Statutory Auditors’ report on regulated agreements and
commitments

This is a free translation into English of the statutory auditors’ report issued in the French language and is provided solely for the
convenience of English speaking readers. This report should be read in conjunction with, and construed in accordance with, French law and
professional auditing standards applicable in France.

HSBC FRANCE

103, avenue des Champs-Elysées

75419 Paris Cedex 08

To the shareholders,

In our capacity as Statutory Auditors of HSBC France, we hereby report to you on related-party agreements and commitments.

It is our responsibility to report to shareholders, based on the information provided to us, on the main terms and conditions of the
agreements and commitments that have been disclosed to us or that we may have identified as part of our engagement, as well as the
reasons given as to why they are beneficial for the Company, without commenting on their relevance or substance or identifying any
undisclosed agreements or commitments. Under the provisions of article R.225-31 of the French Commercial Code (Code de Commerce),
it is the responsibility of the shareholders to determine whether the agreements and commitments are appropriate and should be
approved.

Where applicable, it is also our responsibility to provide shareholders with the information required by article R.225-31 of the French
Commercial Code in relation to the implementation during the year of agreements and commitments already approved by the Annual
General Meeting.

We performed the procedures that we deemed necessary in accordance with the professional standards applicable in France to such
engagements. These procedures consisted in verifying that the information provided to us is consistent with the underlying documents.

Agreements and commitments submitted for approval by the annual general meeting
Agreements and commitments authorised during the year

In accordance with article R. 225-40 of the French Commercial Code (‘Code de commerce’), we were informed that the following
agreements were authorised by the Board of Directors during the year ended December 31, 2017.

With HSBC Bank plc, a company controlling a shareholder company of HSBC France and owning more than 10% of the
voting rights

Acquisition of HSBC Bank Polska S.A.:
Nature and purpose:

At its meeting on 30 May 2018, the Board of Directors authorised a new agreement between HSBC France and HSBC Bank plc
concerning the acquisition by HSBC France of HSBC Bank Polska S.A. This agreement was signed on 29 June 2018 and took effect on 1
August 2018.

Terms and conditions:

The parties agreed on the terms and conditions of the acquisition of the HSBC Bank Polska S.A. subsidiary, specifically the acquisition
conditions, acquisition price, guarantees and payment conditions.

Reasons why the agreement is beneficial for the Company:

The subsidiary is being acquired against the backdrop of the political and regulatory developments taking place in Europe related to
Brexit.

The agreement had an impact of EUR 88 million on HSBC France's 2018 financial statements.
Acquisition of HSBC Institutional Trust Services:
Nature and purpose:

At its meeting on 26 July 2018, the Board of Directors authorised an agreement with HSBC Bank plc and HSBC Securities Services
Holdings (Ireland) DAC concerning the acquisition by HSBC France of HSBC Institutional Trust Services (Ireland) DAC. The agreement
was entered into on 1 August 2018.

Terms and conditions:

The parties agreed on the terms and conditions of the acquisition of the HSBC International Trust Services (Ireland) DAC subsidiary,
specifically the acquisition conditions, acquisition price, guarantees and payment conditions.

Reasons why the agreement is beneficial for the Company:

The subsidiary is being acquired against the backdrop of the political and regulatory developments taking place in Europe related to
Brexit.

The agreement had an impact of EUR 18.8 million on HSBC France’s 2018 financial statements.
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Acquisition of the business activities of six European branches:
Nature and purpose:

At its meeting on 3 August 2018, the Board of Directors authorised the contribution agreements entered into on 12 October 2018
between HSBC France and HSBC Bank plc concerning the acquisition by HSBC France of the business activities of the six European
branches currently that currently report to HSBC Bank plc (Spain, Italy, Ireland, the Netherlands, the Czech Republic and Belgium).

Terms and conditions:

The two parties agreed on the terms and conditions of the contribution of certain assets and liabilities related to the business activities
transferred from these six branches.

Reasons why the agreement is beneficial for the Company:

These business activities are being acquired against the backdrop of the political and regulatory developments taking place in Europe
related to Brexit.

The acquisition of these business activities’ assets and liabilities at 1 February 2019 had no impact on the 2018 financial statements.
With HSBC Bank plc Paris Branch, a shareholder owning more than 10% of the voting rights
Nature and purpose:

At its meeting on 26 October 2018, the Board of Directors authorised the agreement entered into on 3 December 2018 between HSBC
France and HSBC Bank plc Paris Branch concerning the transfer of the EVPS (European Volume Payment Solution) platform from HSBC
Bank plc Paris Branch to HSBC France.

Terms and conditions:
The two parties agreed on the terms and conditions for the transfer of the platform from HSBC Bank plc Paris Branch to HSBC France.
Reasons why the agreement is beneficial for the Company:

Prior to the transfer, HSBC Bank plc Paris Branch managed the platform used be the HSBC Group’s various European entities to carry out
and manage SEPA payments. Against the backdrop of Brexit, it has been decided to transfer this activity to HSBC France.

HSBC France recorded an amount of EUR 17.2 million in its financial statements, corresponding to the platform’s value excluding taxes.
With HSBC Global Services (UK) Limited, a wholly-owned subsidiary of HSBC Holdings plc
Nature and purpose:

At its meeting on 26 October 2018, the Board of Directors authorised the agreement entered into on 31 December 2018 between HSBC
France and HSBC Global Services (UK) Limited through its French branch concerning the transfer of the IT division of HSBC France’'s
Banque de financement, d'investissement et de marchés to HSBC Global Services (UK) Limited’'s French branch. The agreement came
into effect on 1 January 2019.

Terms and conditions:

The two parties agreed on the terms and conditions of the sale of the business, particularly the items included in the sale, the liabilities
transferred, the items excluded from the sale, the employees transferred, the applicable fees and conditions, and the sale price.

Reasons why the agreement is beneficial for the Company:

The agreement was entered into in order to comply with the Group’s requirements regarding business continuity. Service companies are
created where the HSBC Group's banks provide critical shared services to other Group banks operating in different regions. The activities
related to these services are thereby transferred to the entities created.

The agreement had no impact on the 2018 financial statements.

Agreements and commitments already approved by the annual general meeting
Agreements and commitments approved in prior years

In accordance with article R.225-30 of the French Commercial Code, we have been informed that the following agreements and
commitments, approved by the Annual General Meeting in prior years, remained in force during the year.

With HSBC Holdings plc, a company controlling a shareholder company of HSBC France and owning more than 10% of the
voting rights

The agreement renewed in 2007 provides for the free use of the HSBC brand by HSBC France and its subsidiaries. It had no impact on
the 2018 financial statements.

With HSBC Bank plc, a company controlling a shareholder company of HSBC France and owning more than 10% of the
voting rights

The agreement entered into in 2017 between HSBC France and HSBC Bank plc concerns the acquisition by HSBC France of the business
activities of HSBC Bank plc’s branch in Greece. For the 2018 financial year, the agreement had an accounting impact of EUR 1.68 billion
on HSBC France's opening balance sheet.
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Statutory Auditor's report on regulated agreements and commitments

With HSBC Bank plc Paris Branch, a shareholder owning more than 10% of the voting rights

Three agreements entered into in 2001 between HSBC France and HSBC Bank plc Paris Branch also remained in effect in 2018:

e A shared services agreement to provide its members, at cost, with various services related to the two companies’ business activities.
* An agreement by which HSBC France provides HSBC Bank plc Paris Branch with services related to various business activities.

With respect to these two agreements, the income recorded in 2018 amounted to EUR 2.5 million.

e A tax integration agreement between HSBC Bank plc Paris Branch and HSBC France.

With respect to this agreement, tax income of EUR 37.2 million was recorded in 2018.

Agreement relating to the supplementary defined benefit pension scheme for Senior Executives

The agreement was adopted in 2009 and confirmed the decisions previously adopted by the Board of Directors concerning the update of
the rules governing the supplementary defined benefits pension scheme for Senior Executives of HSBC France.

With respect to this agreement, an additional provision for pension commitments was recorded in HSBC France’s 2018 financial
statements for EUR 0.4 million.

Neuilly-sur-Seine and Paris, on the 20 February 2019

The statutory auditors

PricewaterhouseCoopers Audit BDO France - Léger & Associés
Nicolas Montillot Fabrice Chaffois
Partner Partner
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Sustainability

Statement on extra Financial Performance

HSBC in France’s business model
Activities and strategy

The business model for HSBC in France, showing its scope, main
resources, main business areas and activities, its strategy and its
prospects is set out in the Presentation of activity and strategy
part page 3.

Sustainability Governance

Through its business activities, HSBC aims to support the long-
term success of its clients and employees and of the communities
in which it operates. HSBC France is fully committed to the course
of action adopted by the Group and presented in its strategy
document (http://www.hsbc.com/investor-relations/group-results-
and-reporting).

In 2008, in order to deploy and effectively implement this strategy
in France, HSBC France created a Sustainability Department,
reporting to the Chief Executive Officer and to Global Corporate
Sustainability. The department has a seat on the bank's executive
committee. Consisting of a team of five, it co-ordinates the
definition and implementation of action plans developed in
collaboration with representatives of each of the relevant business
lines.

These sustainability representatives meet every two months in a
Climate Business Council, whose main purpose is to report on
progress or constraints in the deployment of this strategy.
Additional governance committees have been set up in certain
business lines and functions. These committees mirror the global
governance process.

This chapter supplements the extra-financial information
presented in the strategy document to be published by the Group
in February 2019 and in its half-yearly ESG reports, the last of
which was published in April 2018 and is available on the Group
website (http://www.hsbc.com/our-approach/measuring-our-
impact). The Group's next ESG report will be available from the
Group website in April 2019.

Identifying material ESG risks for HSBC in France
A responsible business culture

HSBC has set itself the task of bringing together people and
opportunities. The goal creates for us a duty of care to our
customers, to society in the broad sense of the term and to the
integrity of the financial system.

Non Financial risks

HSBC uses a variety of tools to identify and manage its non-
financial risks, including its appetite for risk, risk mapping, a list of
main and emerging risks and stress testing.

In 2018, HSBC France conducted an analysis of the material
nature of its ESG risks over the short, medium and long term, in
order to update the mapping of the most significant
environmental, social and governance risks for the bank. The bank
has identified 15 themes that present a material ESG risk for its
business activities:

e Six themes involving sustainability risks in the banking
business:

— Listening to our customers to meet their needs (theme 1)

— Strengthening financial education among our customers,
people and partners and a means of tackling exclusion
(theme 2)

— Contributing to the real economy (theme 3)

— Managing the environmental risks related to banking
activities (theme 4)

— Contributing to a low carbon economy (theme 5)

— Improving our environmental footprint (theme 6)
e Three themes involving workforce-related risks:

— Recruitment (theme 7)

— Development and employability (theme 8)

— Diversity, equity and quality of life (theme 9)
e Six themes involving governance risks:

— Fair business practices and protecting the client's interest
(theme 10)

— Financial crime risk management (theme 11)
— Anti corruption (theme 12)

— Tax (theme 13

— Cybersecurity risk management (theme 14)

— Human rights (theme 15)
Managing material ESG risks

Environmental risk management policies are detailed in the
section “Managing environmental risks from banking activity”,
page 56.

Social risk management policies are detailed in the section “An
inclusive and responsible HR policy”, page 59.

Governance risk management policies are set out thematically in
the following sections:

Risks of money laundering and financial crime: page 128 ;
Risks of corruption: page 127 ;

Risks relating to tax evasion: page 130 ;

Risks in the areas of cyber-security and IT attacks: page 132.

An active policy of managing environmental and social
risks

Developing a sustainable economic system is important for each
of us. All members of society have a shared duty to come up with
solutions to climate change, technological transformation and
globalisation in order to ensure future prosperity.

HSBC is aware that governments, companies, the financial system
and civil society are all stakeholders in fighting climate change and
addressing the challenges of sustainable development.

It is with this in mind that HSBC manages the risk that the
financial services which it provides to customers may not meet
their expectations or may have unacceptable impacts on people or
the environment. Sustainability risks can also lead to commercial
risk for customers, credit risk and significant reputational risk for
the bank. As a result, we have established policies to address
these risks, as follows:
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Listening to our customers to meet their needs (theme 1)

We have made significant improvements to the way we listen to
customers and their feedback has helped improve our products
and services.

However, there’'s more we can do to simplify processes, improve
the digital experience and ensure we deliver fair outcomes to all
our customers. We are working to make things simpler, faster and
better for our customers. We conduct research and invest in
technology to analyse and anticipate emerging market trends.
However, listening to customers and asking their opinion on our
service is core to understanding their needs and concerns.

We have clear policies, frameworks and governance in place to
protect our customers. These cover the way we behave, design
products and services, train and incentivise employees, and
interact with customers and each other. Service-quality standards
are monitored as closely as possible through indicators that are
aligned with performance targets.

Those indicators include:
® the customer recommendation rate; and
e the speed and quality with which complaints are handled.

We measure and report on customer data for all of our business
lines within our Environmental, Social and Governance (‘ESG’)
Update, which will be next published in April 2019 (http://
www.hsbc.com/our-approach/measuring-our-impact).

In France HSBC aims to be the first-choice wealth manager for its
customers, and strives for excellence in the service and customer
experience it provides. HSBC's customers lie at the heart of its
approach, and it works to provide them with a service that is
increasingly simple, fast and suited to their needs.

Monitoring customer recommendation and satisfaction rates

In France, in 2018, the bank surveyed more than 12,500 retail
customers; 84 per cent of them reported that they would
recommend their relationship manager. 88 per cent said that they
achieved what they wanted to achieve when visiting a branch.
These figures show high levels of customer loyalty and trust and
also the commitment of the bank's Relationship and Customer
Service teams.

Monitoring retail customer complaint management

The number of complaints fell 19 per cent year-on-year in 2018 for
the Retail Banking and Wealth Management network in France.
The quality and speed with which complaints are handled are
closely monitored. In 2018, 45 per cent of complaints were
processed on the same day or the following day; 21 per cent were
processed in between 2 and 5 working days; and 34 per cent were
processed in more than 5 working days.

The main causes of complaints among retail customers in 2018
remained as follows:

e 32 per cent of complaints related to account operation and
pricing: complaints about charges and commissions, and about
delays with closing accounts or the handling of transfers in
probate;

e 29 per cent related to payment methods: complaints
concerning international and SEPA transfers, cheque deposits
and delays and errors related to bank cards;

e customer service and support accounted for 12 per cent of the
total: complaints about difficulties experienced by customers
when contacting the bank;

* 8 per cent related to life assurance and delays in processing;

e internet and mobile banking accounted for 6 per cent of
complaints.

The number of complaints involving the ombudsman increased
31 per cent, with referrals rising from 236 to 310.

Monitoring of customer satisfaction in Commercial Banking

In 2018, Commercial Banking introduced a new customer
satisfaction survey, HSBC Relation Client 360°. Conducted by
Kantar TNS in October 2018 with a sample of more than 1,000

corporate customers, this survey covered all aspects of the client
relationship (the products and services offered, relationships with
account managers and middle-office teams, prospects for
business with HSBC, etc.). Ratings (on a scale of 10) of 7.2 on the
question of the level of understanding of their business and their
needs demonstrate the close relationship between teams and their
clients that serves to meet their day-to-day needs.

Monitoring of customer satisfaction in Private Banking

Customer opinions and feedback are the primary focus at HSBC
Private Banking, which constantly works to improve its offering
and ensure excellence in the quality of service. To this end, the
division reviewed the methodology of its customer satisfaction
monitoring programme in 2018. HSBC Private Banking invites its
customers to take part in its annual survey to gather their
experiences and identify areas of improvement with two main
themes:

e Level of satisfaction in the offering of products and services;
e |Level of confidence in HSBC Private Banking.

In France in 2018 customers indicated that they were highly
satisfied with their key contacts within HSBC Private Banking,
particularly with their dedicated private banker (average rating of
8.6/10) but also with teams of specialist advisers (investment,
credit, wealth management) and product specialists (average
rating of 8.3/10). They also reported that they achieved their
financial goals (88 per cent of customers surveyed) thanks to a
clear and effective financial strategy (95 per cent of customers
surveyed). However, they also indicated that they wanted better
digital solutions and a more sophisticated range of online services
(average rating of 5.8/10). In addition, customers reported that
they entrust the majority of their assets to HSBC Private Banking
(67 per cent of total assets of customers surveyed are managed by
HSBC Private Banking), thus confirming their trust in the bank'’s
teams.

Strenghening financial education among our customers,
people and partners as a source of financial prosperity and a
means of tackling exclusion (theme 2)

Financial education is at the heart of individual and social
progress. Improving the understanding of money management
and economic relationships helps people progress economically,
professionally and socially.

With this in mind, HSBC France supports initiatives to enable its
clients, its employees and members of the communities in which
the bank operates to build awareness and develop skills to give
people confidence in managing their budgets and building their
savings.

Thus HSBC France offers all of its retail customers the
consolidation of all bank accounts and the classification of
transactions by type through the ‘Personal Economy’ app which
enables retail customers at HSBC to analyse and monitor their
budget on a daily basis.

In 2018, HSBC France incorporated into its “Your Financierge by
HSBC" service a series of conferences on key life events, such as
“buying your own home”; “protecting your loved ones”;
“preparing for retirement”; “managing and building savings”; and,
inspired by the HSBC Group, “Parents: how to talk to your children

about money”.

The HSBC Foundation for Education supports the Crésus charity
whose goal is to prevent financial, economic and social exclusion
through intervention, training and high-level educational
programmes. Support for the charity covers two programmes:
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e The first, launched in 2013, is a platform of support and
mediation for individuals, including employees, in difficult
situations;

e The second, launched in 2018, covers financial education
through ‘Dilemma’, a board game examining budgeting and
financial issues. In this first year of support, around thirty young
beneficiaries of the charity and 76 employees took part in
sessions led by 22 employees trained in its deployment.

In 2018, 26,366 people were sensitised to financial education or
supported through our programs and actions, about 44 per cent of
the 2020 target of 60,000 people.

More on financial capabilities actions at https://www.hsbc.com/
our-approach/building-a-sustainable-future/employability-and-
financial-capability

Contributing to the real economy (theme 3)

Through its activity, HSBC France makes its own contribution to
the financing of the economy and the smooth running of society.
By ensuring a sound business base and sustainable income, the
bank is able to distribute dividends to its shareholders, remunerate
its employees, pay its suppliers and cover its tax liabilities. The
bank supports the development - in France and internationally - of
its retail, corporate, institutional and French regional and local
authority customers by granting loans, by providing for their future
through investments, and via secure domestic and international
transactions.

HSBC France - Breakdown of main operating income items

2018 2017 2016
€m €m €m
Levies and taxes 514 448 526
Dividend payment - 412 270
Salaries and
employee benefits
(net of payroll tax) 614 620 790

Local authority financing

Since 2011, access to capital markets has allowed French local
authorities to optimise and diversify the cost of funding their
investments (schools, transport, etc.), thus contributing to the
appeal and dynamism of the areas under their responsibility.

In 2018, French local authorities' use of the bond markets
remained at historically high levels with issuance of EUR 1.88
billion, which alone represented 10-11 per cent of total annual
local authority funding in 2018. In this market segment HSBC
France is strengthening its leading position, ranking number one
among lead managers for French local authority issuances, well
ahead of its rivals, due to its experience with these clients. It
handled 13 transactions out of a total 48 in 2018 and has handled
155 out of a total of 527 since 2000. In terms of volume, these
issuances to local authorities represent approximately USD 422
billion, which ranks HSBC France in 4th position.

In 2018, HSBC France remained the top-ranked arranger of EMTN
(Euro Medium Term Note) programmes for French local
authorities, handling 20 out of a total of 26 in the market,
including arrangement of a new programme for /le-de-France
Mobilités.

HSBC France is also directly involved in diversifying the financing
of social housing in France, a sector currently seeing significant
changes. For example HSBC managed the first private placing for
Vilogia.

In addition, hospitals and public-sector healthcare establishments
are still increasingly seeking to diversify and optimise their
financing arrangements. HSBC France is working to support the
development of this market segment. In 2018, HSBC France led
the first private placement for Assistance-Publique Hépitaux de
Paris ('AP-HP’), of EUR 80 million of 30-year bonds. HSBC France
is also the arranger of AP-HP's EMTN programme.

Financing business and supporting entrepreneurship

The Commercial Banking division supports companies around the
world and has the financial capacity to support them in the
transition to sustainability. Its geographical reach, its range of
products and its knowledge of its customers all allow it to focus
on the development of small, medium-sized and large businesses,
supporting and financing their projects both in France and abroad.
Outstanding customer loans, all lines of business combined, went
from EUR 45 billion at 31 December 2017 to EUR 47 billion at the
end of 2018.

HSBC Assurances in France maintained its commitment to the
Novi investment funds, which encourage growth and innovation
among small- and medium-sized businesses. In 2018, a total of
EUR 17 million was called up under commitments made in prior
years. The Novi funds provide funding to growing French SMEs
with revenue of between EUR 30 million and EUR 200 million.

In line with the HSBC Group’s sustainability strategy*, support for
companies also focuses on job creation through entrepreneurship
and sustainable performance at companies, including social and
community enterprises. 635 entrepreneurs were supported in
2018, through 9 dedicated programs, which represents 42% of our
target of 1,500 entrepreneurs supported by 2020.

e A survey commissioned by HSBC, “The CMB HSBC survey”,
conducted between June and September 2018, showed that 54
per cent of the French business leaders surveyed indicated that
sustainability is at the heart of their strategy and their business.
64 per cent of them had introduced or initiated Environmental
strategies, b4 per cent Social strategies and
75 per cent strategies relating to Governance.

e HSBC France has maintained its investment in two social
enterprise venture capital funds: Impact Partenaires, for a total
of EUR 0.5 million since 2010, and Citizen Capital, for a total of
EUR 1 million since 2011.

e HSBC also supports the Positive Innovation Club launched by
Sparknews to promote leadership in positive innovation and
change in companies.

e In the area of microfinance, the bank, through a partnership
with ADIE (Association pour le droit a l'initiative), launched in
2007, makes available an annual budget of EUR 2.4 million (the
same level as in 2017), which has enabled 469 people in
financial difficulties to return to work and 87 micro-
entrepreneurs to start a business.

e |n order to provide the closest possible support to
entrepreneurs involved in ADIE, employees from the
Commercial Banking division in lle de France, Marseille and
Lyon sit on the jury for the final stage of the “Je deviens
Entrepreneur” (“Becoming an Entrepreneur”) certification
programme.

HSBC France also supports initiatives to foster change leadership
and positive business innovation, including the Club de I'innovation
positive launched by Sparknews. Other support programmes
designed to tackle inequality and barriers to access to
entrepreneurship are now being rolled out.

*https.//www.hsbc.com/our-approach/building-a-sustainable-future
**Kantar HSBC Survey

Investing in digital

Customers increasingly prefer to conduct their bank transactions
on line. HSBC France wants to ensure that customers get the best
of both worlds, offering constant improvements in usability via
online technologies whilst simultaneously building on the core
value of its role as a bank: knowledge of customers so that they
can be given personalised advice. Thus:

e on the digital offer:

— 45 per cent* of retail customers are active on digital
channels;

— The proportion of retail customers active on mobile devices
is rising, and increased by 17 per cent in 2018;
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— The rating and classification of the mobile app are rising
fast: 4.4/5 on AppStore and 2nd in the D-Rating
classification.

e Tailored advice and support:

— all of our clients have a dedicated relationship manager,
whom they can contact by telephone using his/her phone
number and with whom they can book appointments
directly using an online diary

— clients have access to a “Financial Planning Strategy”
service, in which they work with their relationship manager
to devise the most suitable solutions for their plans.

For more information on the contribution of digital technology to
financial education see page 55.

*as of 31 July 2018.

Managing the environmental risks related to banking activity
(theme 4)

HSBC supports the Paris Agreement and has published its own
climate change policy*. Prior to this, in 2003 it became a signatory
to the Equator Principles, which form a voluntary framework to be
used by financial institutions in assessing and managing the social
and environmental impact of infrastructure projects. HSBC has
voluntarily extended the Equator Principles to company loans,
export financing and other project financing tools.

In addition, for over 14 years, HSBC has developed a risk
management framework based on an approach to working with
business customers that uses formal processes and trained and
responsible employees to understand and manage environmental
and social issues in relation to sensitive sectors and themes.

As a result, an assessment of the environmental and social impact
of financing granted to the bank's customers has been embedded
in the Group's risk management procedures, which are applied by
all teams worldwide. To ensure consistency in analysis and
approval procedures, a system of environmental and social risk
assessment has been established to record and monitor client
companies operating in sensitive sectors throughout the world,
and to obtain more precise information on the Group's exposure in
the management of sustainability risk.

Potential environmental and social impacts of customers
conducting business in one of the sectors related to HSBC's
policies are assessed by executives from Global Banking and
Markets and Commercial Banking and by HSBC's designated
Sustainability Risk Managers from Risk for high risks transactions
in project finance and lending.

The sectors identified as priorities, and for which an internal policy
has been developed in order to determine the manner in which
they are supported, are forestry and its derivative products,
agricultural commodities, freshwater infrastructure, mining and
metals, chemicals, energy, defence, world heritage sites and
Ramsar wetlands.

To improve its risk management, HSBC regularly reviews its
internal sector policies. The most recent update, in April 2018,
covered energy sector policy. HSBC has announced its withdrawal
from the coal sector by discontinuing financing of all new coal-
fired power stations in all countries of the world with the targeted
and time-limited exceptions of Bangladesh, Indonesia and
Vietnam. This reflects the Group’s desire to balance support for
local humanitarian needs and the development of a low-carbon
economy.

This strengthening of energy policy has also resulted in HSBC's
commitment not to provide financial services for:

o Any new projects involving drilling in the Arctic;

. Any new projects for the extraction of tar sands;

. Any major new dams for hydroelectric projects that are not
compatible with the World Commission on Dams
framework;

o Any new nuclear projects that are not compatible with

International Energy Agency standards.

HSBC's business dealings in these sensitive sectors always involve
dialogue with the client, to help it comply with international
standards. However, as a last resort, the Group will cease all
relations with a client that does not meet its requirements or
which has not made significant progress.

The correct implementation of sector policies by HSBC France is
monitored monthly using the Group's risk mapping tool and a
Red-Amber-Green (RAG) scale. In 2018, HSBC France was Green
for 10 of the 12 months.

For more details, visit the Group website: http://www.hsbc.com/
our-approach/risk-and responsibility/sustainability-risk.

*161102-hsbc-statement-on-climate-change-oct16.pdf.

Assessment of HSBC France's exposure to physical and transition
risks related to climate change.

Under the provisions of Article 173 of act no. 2015-992 of 17
August 2015 on energy transition and green growth, HSBC France
has assessed its risks relating to climate change with reference to
regulatory requirements. Also, climate risk is now included in the
Top & Emerging risks for the Group.

HSBC France has carried out a top-down analysis of the exposure
of its lending portfolio to climate risk, starting with the most
exposed sectors: Energy & Transport in 2016; and Real Estate &
Industry in 2017, representing one-third of the loan portfolio. To
carry out this analysis, HSBC France worked with Carbone 4, a
consultancy advising on energy transition and climate adaptation.
The main conclusions, based on the Carbone 4 methodology,
suggest that HSBC France’s exposure to transition risks is low.
However, the energy mix and the exposure to the transport sector
are not in line with the International Energy Agency’s 2°C scenario
for Europe. In 2018, Commercial Banking decided to analyse its
entire loan portfolio. This process confirmed that the real estate,
transport and equipment for carbon-intense industries sectors
represent challenges for HSBC France.

This on-going assessment of the HSBC France portfolio is
gradually being complemented by a company-by-company
approach, designed by the Group for 6 priority sectors (oil & gas,
energy, construction, chemicals, automotive, and mines and
metals). Its purpose is to evaluate the level of each customer’s
sensitivity to the challenges of climate change. A pilot phase
began in the first half of 2018 and, for HSBC France, included 40
customers and 12 account managers. This process has been
validated and will be deployed more widely in the first half of
2019. It is part of HSBC strategy to engage with customers to
understand how a transition to a lower-carbon economy could
affect their business and support them on their transition toward
the low carbon economy.

More information on this transition risk assessment in the 2019
Group ARA available on hsbc.com.

Managing climate risk in asset management

HSBC Global Asset Management recognises that without
concerted action to tackle climate change, the assets, portfolios
and asset values of investors will be affected in the short term and
even more so over the medium to long term. With this in mind,
HSBC Global Asset Management is one of the founding
signatories to the Climate Action 100+ initiative launched at the
"One planet Summit" for the second anniversary of the Paris
Agreement.
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This global initiative initially focuses on 100 of the world biggest
corporate emitters of greenhouse gases, with the aim of receiving
commitments from Boards of Directors and management teams
regarding a solid governance framework, the setting of emission
reduction targets across the value chain, and the improvement of
financial communication in line with the recommendations of the
Financial Stability Board's Taskforce on Climate-related Financial
Disclosures.

As a forthright supporter of increased transparency and a
signatory to the Montreal Carbon Pledge, HSBC Global Asset
Management has undertaken to measure and publish annually
the consolidated carbon footprint of its investments. In 2018,
HSBC Global Asset Management published for the first time
the consolidated carbon intensity data for its bond portfolios.
The weighted-average carbon intensity of equity portfolios
(scopes 1 and 2) is between 280 and 291 tonnes equivalent of
C02/$m depending on the data used. The weighted-average
carbon intensity of bond portfolios (scopes 1 and 2) is between
289 and 296 tonnes equivalent of C0,/$m depending on the
data used. HSBC Global Asset Management drew on two
suppliers of carbon data with strong reputations in the sector:
S&P Trucost and ISS-Ethix Climate Solutions, and whilst noting
the differences between them, elected to use both sources of
data in order to provide a more robust analysis. The analysis
was based on investment portfolios at 31 December 2017. The
2018 report will concentrate on equity and bond portfolios
managed in the USA, UK, France, Hong Kong and Germany.
This represents some 80 per cent of total investment in
equities and bonds.

For more information about HSBC Global Asset Management's
approach, visit www.assetmanagement.hsbc.fr

Building expertise around sustainability challenges

In order to support these analyses and ensure the necessary
expertise building to these challenges, the Sustainability
Department, the ESG analysis team and the sustainability
champions in each business line organised around twenty
different events in 2018, attended by more than 300 employees,
including:

e five training sessions for managers and teams from Credit,
focusing on transition risks for each sector;

® compulsory training in sustainable finance and the Group’s
strategy in this area for all account managers in the Corporate
Business Centre;

e “ESG Master Classes” and “Energy and Environment Climate
Transition Master Classes” for all asset management staff,
adapted to the participants and their expectations for the
various segments of the internal client base in France;

e dedicated themed training for business lines and the risk
management function.

In addition, a dialogue with external stakeholders was organised in
the fourth quarter in order to help HSBC France make progress on
the themes of carbon neutrality and the protection of biodiversity.

Contributing to a low-carbon economy (theme 5)

More than ever, we need to support the innovation and low-carbon
solutions required to ensure long-term prosperity for all. For HSBC,
these are the key elements of sustainable growth that it can
influence.

The Bank's network covers the world's largest and fastest-growing
trade corridors and economic zones. This enables the Group to
play a strategic role in promoting sustainable growth in all of these
regions.

HSBC has a long history of supporting the communities and
environments in which it operates, and its sustainability strategy is
underpinned by that history.

HSBC's commitment to sustainable finance
e USD 100 billion of low-carbon investments by 2025;

e 100 per cent of electricity consumption from renewable
sources by 2030; (see page 58 for details on HSBC France's
contribution to reducing the Group's environmental footprint);

e Withdrawal from investments in coal, and a more
comprehensive and transparent assessment of climate risks;

e Application of recommendations made by the Task Force on
Climate-related Financial Disclosures (TCFD) regarding
reporting on climate-change risks and opportunities;

e A Centre for Sustainable Finance, aiming to develop HSBC's
own intellectual resources in order to strengthen its network of
influence.

Progress report on https://www.hsbc.com/our-approach/building-
a-sustainable-future/sustainable-finance.

Green bond’s

HSBC France is heavily involved in developing the Green Bond
market. In the French local authority segment in 2018, HSBC
France was Joint Manager for the Green and Responsible issue
from the fle-de-France Region (EUR 500 million, 15 years) and the
inaugural Green issue for the Pays de la Loire Region (EUR 100
million, 12, 15 and 22 years). For other public sector issuers in
France, HSBC France was Joint Manager for the inaugural Green
Bond issue from Société du Grand Paris (EUR 1.75 billion, 10
years) and the third Climate issue from Agence Francaise de
Développement (EUR 500 million, 7 years).

More information available at https://www.hsbc.com/investors/
fixed-income-investors/green-and-sustainability-bonds.

Green lending and lending on ESG criteria

HSBC France has contributed to the development of this new field
in transition financing and was involved in most syndicated deals
completed in 2018: loans of EUR 2.0 billion to Danone, EUR 1.2
billion to Accor Hotels, EUR 270 million to Séché Environnement,
EUR 4.0 billion to EDF and EUR 5.0 billion to Engie.

Growing importance of environmental, social and governance
issues and climate risk in asset management

ESG approach

Investors and asset managers are increasingly factoring
environmental, social and governance issues into their financial
decisions. HSBC is developing investment products and services
to meet strong client demand in this area and to increase
responsible investing flows. HSBC Global Asset Management now
integrates environmental, social and governance (ESG) criteria into
all its investment decisions.

ESG integration is applied consistently all over the world, including
in emerging-market countries and in most asset classes (equities,
corporate bonds, money market and diversified). Management
teams also examine and analyse carbon intensity at a portfolio
level in order better to understand and address the climate risk
(see ‘Managing climate risk in asset management’, page 56).
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ESG research

In 2018, HSBC Global Asset Management stepped up its ESG
integration efforts: the ESG research team produced a series of 24
sectoral check lists which detail the ESG indicators to be included
in the evaluation of companies according to the specific features
of their sector, as well as the questions on undertakings and
commitments to be covered in dialogue with companies. This
operational tool enables management teams effectively to
incorporate the ESG issues specific to each sector.

Principles for Responsible Investment (PRI)

The quality of this approach to ESG criteria integration is
underscored by the latest PRI evaluation. The annual PRI
evaluation rates and ranks signatories by the quality of their
implementation of the six principles for responsible investment.
HSBC Global Asset Management received its best score, A+, both
for its ESG strategy and governance and for the quality of its ESG
integration in its equity management. In bonds, the A rating
received places HSBC well above the average for its peers.

Shareholder engagement

Active shareholder engagement is a vital part of HSBC's approach
to responsible investing. It encourages companies to adopt best
practice consistently over time, and shareholders to use their
voting rights to raise concerns about ESG issues.

In 2018, efforts were stepped up both in the exercise of voting
rights and in shareholder dialogue, particularly on ESG issues.

Meanwhile, HSBC Global Asset Management has published its
first shareholder engagement report.

Responsible Investment Offering

At the end of September 2018, seven HSBC Global Management
(France) funds specialising in Socially Responsible Investment
received the government’s ‘ISR’ Label. Thanks to this certification,
HSBC Global Asset Management’s SRI fund offering for retail
investors is now fully certified. This SRI range is integrated in the
responsible finance proposition for retail customers from HSBC
France, bearing in mind that all investment processes at HSBC
Global Asset Management form part of a broader process which
fully integrates questions of sustainability with a systematic
analysis and recognition of ESG criteria in investment decisions.

In addition, in keeping with this vision of climate challenges and
our desire to play a role in energy and environmental transition,
HSBC Global Asset Management (France) launched the HSBC
Europe Equity Green Transition fund in November 2018. This fund
focuses on companies that promote and enable the transformation
of the energy and environmental model over the long term and
energy transition more generally. The evaluation of companies is
carried out on criteria in accordance with the objectives of the
TEEC* - Transition Energétique et Ecologique pour le Climat —
Label, which seeks to assess environmental impacts of
investments under several headings such as climate change,
biodiversity, water management and natural resources.

In 2018, HSBC Global Asset Management (France)'s net inflows
grew very strongly in Sustainable Finance funds and socially
responsible employee savings funds, rising 188% year-on-year to
nearly EUR 150 million . Inflows in the low-carbon range
launched in September 2017 also got off to a very good start.

*  Launched in late 2015, following the COP21 conference, the TEEC label guarantees
that the fund contributes to the financing of energy transition. Managed by the
Ministry for the Ecological and Inclusive Transition of France, it meets the
requirements set out in laws relating to energy transition and green growth.

** Annual net inflows of HSBC Global Asset Management (France) in open-end
Sustainable Finance and socially responsible employee savings funds distributed in
markets covered by HSBC Global Asset Management (France): France, Benelux,
Spain, Italy, Nordic countries, Greece and Malta.

*** Data at 31 December 2018. This figure includes assets under management in the

HSBC Europe Equity Green Transition fund, which resulted from the conversion of the
HSBC Special Situations fund on 16 November 2018.

Building awareness of SR/

In addition to the ESG Master Class (see page 57) addressing an
internal audience, awareness building efforts for investors have
been increased. HSBC Global Asset Management (France) has
published its first extra-financial reports for its socially responsible

funds. These twice-yearly publications will give a better picture of
the impact of SRI investments on a selection of ESG criteria:
carbon footprint, women'’s access to positions of responsibility,
exposure to controversial companies, level of Board independence
and respect for the 10 principles of the United Nations Global
Compact. A series of educational videos ‘A 2-minute explanation
of... responsible finance’ has also been produced for retail
customers.

Growing importance of environmental, social and governance
issues and climate risk in insurance

In 2018, HSBC Assurances maintained its strong focus on
environmental quality as part of its real-estate policy. That involves
acquiring properties that meet the highest environmental
standards and retrofitting vacant buildings in order to enhance
their quality (particularly by seeking accreditation such as Batiment
basse consommation (‘BBC’) for low energy consumption). 78 per
cent of HSBC Assurances' buildings now have 'green’
accreditation or are undergoing works in order to secure such
accreditation. In the area of bond investing, HSBC Assurances has
continued to increase its exposure to Green Bonds, with some 12
per cent of total bond investments, or approximately EUR 150
million, now invested in this segment.

ESG research for asset management customers

The ‘Equity Research and Sales’ team at HSBC France places
considerable emphasis on SRI. It organises regular ESG breakfast
meetings, at which it invites a company to present its
sustainability strategy to the bank’s SRI investment customers.
This year, these meetings were attended by sustainability directors
from several major listed French companies. Meetings were also
organised at which financial analysts from HSBC France presented
particular ESG themes (pollution and plastics, the use of
antibiotics in agriculture, governance in the telecoms sector, etc.).
Also in 2018, the first ESG Symposium was held in Paris on the
theme of Smart Cities, a subject that was of particular interest to
customers. The day was designed specifically for SRI investors and
aimed to give them new investment ideas.

Improving our environmental footprint (theme 6)

As part of the REDUCE strategy to reduce annual CO; emissions
per employee by one tonne between 2012 and 2020, HSBC is
reducing its energy consumption and increasing the proportion of
energy coming from renewable sources to 100 per cent by 2030.
HSBC Group publishes its annual carbon emission results in its
annual report, available on its website (http://www.hsbc.com/our-
approach/measuring-our-impact).

To help fulfil HSBC's strategy, HSBC France focuses its attention
on four objectives:

* improving energy efficiency;

e reducing CO; emissions, notably those related to business
travel;

e reducing paper consumption;
* reducing production of non-recycled waste.
Reducing CO2, emissions

In 2018, the main areas of action involved the on-going policy of
buildings renovation, actively seeking to reduce energy consumed
in the management of HSBC sites and promoting remote working
and reduced business travel.
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Carrying on from the HQE certification it obtained for Coeur
Défense (46,000m? of office space) in 2011 and the '"NFHQE™
Batiments Tertiaires en Exploitation’ energy efficiency certification,
under which it achieved an 'excellent’ rating for 14 new criteria in
2016, HSBC France continued the work needed to maintain these
certifications in 2018.

HSBC France also leased 1,500m? of office space in Reims in a
building rated Effinergie Plus, which is 40 per cent more efficient
than the RT 2012 standard, thus contributing to its goal of
improving energy efficiency in the buildings it occupies.

Progress in increasing remote working is discussed on page 61
(HR Section),

Lastly, business travel by employees in France in 2018 was 4.4 per
cent lower than in 2017 in terms of kilometres travelled, with CO,
emissions increased by nearly 4 per cent. This is the result of the
closure of the Grasshopper programme (Procurement Group) in
2018, despite the numerous trips made as a result of Brexit and
the repositioning in France of certain banking activities, and also
the reductions in travel budgets. However, an increase in DEFRA
emissions factors and a shift from train to air travel because of
SNCEF strike action during the year pushed up CO; emissions in
2018.

In total, CO2 emissions per employee per year amount to about
0.66 tonnes eq COy, up 3 per cent from 2017.

In accordance with French decree no. 2011-829 of 11 July 2011
on greenhouse gas emission footprints and the local climate
energy plan, HSBC France has compiled and published its carbon
report for 2017, showing a slight increase in tonnes of CO,
equivalent produced. Information on the company's 2018
greenhouse gas emission footprint will be available at http://www.
about.hsbc.fr/fr-fr/hsbc-in-france/community.

Mobility plan

The French energy transition act (act no. 2015-992 of 17 August
2015) requires companies with more than 100 employees on a
single site located in an 'urban travel plan' area to prepare a
mobility plan.

HSBC France's mobility plans cover more than 5,600 employees
across three sites in the Paris region - Courbevoie, Paris 8th
arrondissement and Paris 9th arrondissement - and two sites
elsewhere in France - Lyon and Fussy, near Bourges. In 2018,
HSBC France carried out an initial analysis for the Courbevoie site,
examining site accessibility and employee practice and
expectations in their commute to work. Analysis of the results will
help identify the issues involved and the first action areas to
support change. At the end of November, HSBC France signed the
‘Charter of reciprocal undertakings to reduce rush hour travel’
promoted by lle-de-France Mobilités and Paris La Défense, the aim
of which is to improve travel conditions on public transport for
staff travelling at peak times.

Circular economy

HSBC France continues to seek to reduce waste production in
general and a reduction in non-recycled waste in particular. In
2018 the bank continued to install recycling bins for plastic bottles
and metal cans in the sites in central Paris and in branches.
Production of waste went from 973 tonnes in 2017 to 899 tonnes
in 2018, a nearly 8 percent decrease. It represents on average 105
kg per employee and per year in 2018.

HSBC France is also committed to reducing paper use. The move
to paperless statements by a number of business customers has
reduced statement printing by nearly 20 per cent since July 2018,
the equivalent of some 445,000 pages per month. However,
consumption increased slightly in 2018 because of a change in
scope to include the paper consumption of buildings since 2017.
This represents about 93 kg per employee and per year for 2018.

Despite their importance on an environmental and social level,
food waste, fight against food poverty, equitable, sustainable and
responsible food and the respect for animal welfare are not
material matters within the framework of the bank’s business.

For more detailed information HSBC France’s undertakings under

its environmental policy visit hsbc.fr or hsbc.com
Inclusive and responsible HR strategy

HSBC is a leading global employer and its HR policy is designed to
allow all its employees to develop their employability whilst giving
their best to the Bank.

HSBC places a particular emphasis on diversity, so that it may be
fully expressed in all its aspects within the bank: gender, age, skin
colour, background, religion, disability, sexual orientation,
appearance and opinions in particular. All employees should be
able to be themselves, in an organisation that places value on a
diversity of profiles and opinions.

Recruitment (theme 7)

As a Universal Bank, HSBC France recruits staff from a variety of
backgrounds and outlooks to contribute to the Bank's various
business lines and functions. The goal is to attract and incorporate
the best profiles to accompany HSBC’s development in France

Key recruitment figures

Recruitment
Apprentices,
Replacement

Temporary
Contract, Mobility Mobility
Additional Joiners Joiners
Recruitment Workload from from
Permanent Fixed-term different Foreign Total
Gender Staff contract society Country  Hiring %
Women 378 135 10 10 533 52%
Men 341 121 6 19 487 48%
Total 719 256 (*) 16 29 1020 100%
Recruitment
Apprentices,
Replacement
Temporary
Contract, Mobility  Mobility
Additional Joiners  Joiners
Workload from from
Permanent  Fixed-term  different Foreign  Total
Business lines contract contract society Country Hiring %
Retail Banking and
Wealth
Management 407 96 9 3 515 50%
Commercial
Banking 112 20 6 138 14%
Global Banking
and Markets 63 24 9 96 9%
Private Banking 10 9 1 20 2%
Central functions 127 107 6 11 251 25%
Total 719 256 (*) 16 29 1020 100%

(*) of which 230 apprentices, 15 Additional Workload Fixed-term contract, 11
Replacement Temporary Contract.

By posting all our job adverts on our careers website we make
sure that internal mobility remains our favored channel. Employees
can then grow within HSBC France, its divisions and
internationally. More than 700 such movements occurred in 2018.

Targeted employer communication

HSBC is a prestigious commercial brand which spontaneously
attracts a number of applicants. The employer brand is reinforced
by an increased presence on social media such as LinkedIn and

Facebook, via which we relay the Human Resources news such as
our attendance at educational forums or internal events.

The 2018 investment in a communication campaign dedicated to
Retail Banking business areas developed the pool of targeted
applications in these business areas.

Events aiming to promote HSBC as an employer amongst young
graduates are held throughout the year by our Campus Managers
Team. In 2018 HSBC France took part in more than 40 events in
targeted schools using a variety of formats (forums, recruitment
interview coaching, recruitment sessions, presentations on themes
such as “Women in Finance” and “Fintech”).
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Two programmes in particular were highly appreciated by
students:

e VIE international professional assignment programme: young
graduates have assignments of between 6 and 24 months,
mainly in London, New York, Hong Kong in areas such as
Global Market Operations, IT, Risk and Finance.

e Global Graduate: an HSBC Group programme for young
graduates with a carousel of placements at the beginning of
their contract in Global Banking and Markets and Commercial
Banking. This programme allows for the discovery of different
business areas within a division as well as the acquisition of
cutting-edge skills which allowed us to enrich our talent pool.

In concrete terms, over the course of 2018, HSBC recruited 230
apprentices, 574 postgraduate interns, 15 people on the VIE
programme and 18 graduates.

A variety of channels to attract a wide range of candidates

HSBC aims to attract the best candidates, in a market seeing
some pressure and in some cases scarcity. With the aim of
reducing the number of vacancies on “pressurised” jobs, HSBC
has diversified its recruitment strategy, by adapting and
multiplying the channels through which it operates.

Vacancies are also posted on specialist and generalist employment
websites or job-boards.

Recruitment agencies sometimes support us in identifying
candidates. Agencies are approved on the basis of their expertise
and the quality of their services. They also undertake to respect
our diversity charter, and must make sure that they present
“senior” candidates and respect the gender balance.

A co-opting programme program has been launched, as we
believe that HSBC employees are the best ambassadors of the
company.

Development and employability (theme 8)

Within HSBC, employees are the main driver of their own career.
Over and above this principle, we seek to make available to them
the resources needed to ensure that this can be a concrete reality,
knowing that the size of the company and the variety of its
business areas allows for evolutions in France and internationally.

The goal is to develop all kinds of Talents and to reinforce
employability.

Developing an effective training ecosystem will allow employees
to become the key actors in their own employability and the
development of their skills. The challenge for training is to offer
innovative content in suitable and varied formats alongside
bespoke training.

More information and HSBC Group actions are available here
https://www.hsbc.com/our-approach/building-a-sustainable-future/
employability-and-financial-capability.

Promoting internal mobility

HSBC France publishes all internal mobility openings and they are
directly accessible through the unique HR portal, HR Direct.
Employees can update their online CVs by filling the sections on
internal and external professional experience, language proficiency
levels and specific areas of expertise. They can define their
geographic mobility wishes, in France and internationally. These
informations are fed into the HR database and allows searches to
be carried out in order to find the talent needed with
corresponding skills.

A '#RencontresCarriéres’ (#CareerMeetings) forum, open to
permanent staff in the Paris area, was organised in December
2018. 470 staff (5.7 per cent of the permanent staff workforce), 60
managers and 50 HR employees took part in this initiative.
Building on the success of this initial experience, there are plans in
2019 to develop similar forums in other regions and/or other
formats.

Organised by the HR Division working with various business areas,
the forum aimed to give greater visibility to:

e employees, on the business areas that were recruiting and on
job vacancies, with the option of communicating directly with
those business areas. It also helped them understand career
development opportunities through the various roles within
HSBC;

. business lines, by allowing them to publicise their posts and
communicate directly, in an informal manner, with
employees.

This event also offered employees the chance to take part in
various HR workshops: CV coaching, mobility within HSBC,
international mobility, training, HR Direct.

This initiative formed part of our career development and GPEC
(career and skills development planning) processes.

Promoting complementary learning formats: 70/20/10

HSBC France is continuing its actions to encourage uptake and
recognition by managers and employees of the so-called 70/20/10
model, which combines three complementary training
approaches:

e 70 per cent of the learning comes from day-to-day job-related
experience. In this approach, employees seek solutions
themselves, on an ongoing basis, according to their needs and
the information available to them. This informal method
involves employees learning when they need to do so, using
information available on the bank's intranet, websites and
business applications;

e 20 per cent of the learning comes from discussions with
colleagues, internal and external clients and managers. This
method is based on regular feedback regarding which aspects
work well, and which need improving;

e 10 per cent of the learning comes from classroom-based
training, e-learning and WebEx sessions. This formal method of
training provides a foundation of fundamental theoretical
knowledge, and must also be continuously developed to ensure
that it adds considerable value.

HSBC University: a platform available for all

The group training platform, HSBC University, is accessible to all
Group employees on the HR portal and on smartphones. ltis a
vast library organised by business area themes, covering online
training, classroom-based training, videos, articles and first-person
accounts. All training materials can be consulted by category, and
users can sign up to available sessions directly.

External training resources covering themes such as Big Data,
Artificial Intelligence and Leadership are also available to
employees:

e LinkedIn Learning: a French-language platform to help develop
a range of interpersonal skills;

e Get Abstract: a French-language platform providing abstracts
of hundreds of works;

e Fitforbanking: online modules, datasheets and videos providing
detailed coverage of technical themes;

e Degreed: a French-language platform for aggregators of
training content, with video, articles and books.

HSBC University is meant for all employees who want to learn,
inform themselves and enrich their knowledge and skills set. To
facilitate a process of permanent learning, employees have to be
encouraged to take an independent approach to the educational
content available to them.

These new solutions offer short-format training which help
develop the curiosity needed to learn and strengthen the training
culture at HSBC and encourage new methods of learning.

Our training strategy aims to promote learning connected to the
skills of the future and digital technologies, against the
background of a banking sector that is changing rapidly.
Development initiatives have been created based on priority
themes such as financial crime compliance and strengthening
personal, interpersonal, intercultural, linguistic, multi-generational
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and digital knowledge and skills. To support managerial staff,
various leadership development programmes are offered.

The guiding principle is to build an ecosystem that facilitates
continuous learning, internally and externally, and helps increase
the adaptability, agility and multi-disciplinary talents of employees.

Providing individual and collective Coaching

To help support employees in their personal development, HSBC
France has been developing its coaching offering over a number of
years. This support may be provided both to individuals and
groups.

The individual coaching programme meets a growing range of
needs (taking on a managerial role, professional development,
developing employability, etc.) and is increasingly digital. HSBC
plans to expand and modernise its coaching offering to better fit
the needs of employees and provide them with the most flexible
solutions possible. Coaching can take two forms: classroom-based
and distance learning. 47 individual coaching programmes were
started in 2018, 9 of which made use of the new digital resources.

The group coaching supports teams or employees sharing
common development goals, specifically in terms of change
management. 40 individuals were supported in 2018.

Finally, a personal and career plan development workshop is
available to the staff of some business lines (Boost my Career). It
aims to help employees take charge of their career development,
in order to increase their potential to achieve the maximum level of
professional satisfaction.

Topics discussed include:
. Developing awareness of oneself, strengths and motivations;

*  Acquiring a better view and understanding of the tools made
available by HSBC, and discovering how others have
managed their careers;

e  Creating a personal strategy to progress efficiently towards
one's career goals.

Since it was launched in 2017, 43 per cent of the employees
taking part have changed jobs after completing the programme.

Providing development opportunities within targeted programs
Programs were set up to allow employees to experiment to learn.

For instance, HSBC France renewed in 2018 its program that
support talented women in their intrapreneurship ambitions. Three
women from HSBC France benefited from the program “66 Miles”
which is a training and coaching program, and an immersive
support within a stimulating ecosystem, drawing on 40 experts
and mentors from the world of start-ups. After four immersive
months in this ecosystem of innovation, the female intrapreneurs
presented their respective projects.

In order to develop talent, Commercial Banking has launched an
innovative initiative - Shadow Comex - to help identify a pool of
creative and courageous talents and accelerate the transformation
of Commercial Banking through a fresh perspective. This Shadow
Comex consists of 8 to 10 employees recruited after a call for
applications. Each month, the Commercial Banking Comex
selected a business topic and transmitted it to the Shadow Comex
to obtain concrete proposals.

Within the Operations department, another initiative combining
innovation and collaboration has been created with a group of
‘influencers’. The ‘influencers’, a group of 80 volunteer employees,
contribute to the transformation of the bank through concrete and
innovative solutions. These solutions will be officially presented to
a panel in mid-June.

The “builders” program aims to give employees from all areas the
opportunity to meet and become engaged in the transformation of
HOST. For participants, this also represented a real career
development opportunity. They will consider solutions to continue
the transformation of HOST, on the largest possible, whole-bank
scale.

This type of program will be implemented again in other business
areas in 2019.

Preparing the future: from the identification of talent to the
identification of talents

HSBC is modernising its talent management policy and working in
particular on new methods of talents identification. The aim is to
move, in 2019, from the identification of talent through the line
management structure to an identification that requires
collaboration with employees. Talent identification will become a
more concerted and uniform process.

Every year, HSBC develops succession plans for positions
considered as key. A role is considered to be key when it is
essential to achieving commercial targets and/or where the pool of
skills required to fill it is particularly limited (internally or
externally). Regulatory considerations may also lead to the
classification of a role as key.

There are clear guidelines for this exercise in order to ensure that
solid succession plans are in place and that they promote gender
balance and favour internal promotion. There is a requirement to
have at least 4 potential successors for each post, with at least
one female successor for each key post and an 80/20 split of
internal versus external recruitment.

A succession plan was established on this basis in 2018, including
that of EXCO-France. It is updated regularly.

Promotion and retention

Key figures

Gender Number of promoted %
Women 350 59
Men 248 41
Total 598 100

Number of promoted

Business lines permanent contract %

Retail Banking and Wealth

Management 267 45
Commercial Banking 76 13
Global Banking and Markets 67 11

Private Banking 9 2

Central functions 179 30
Total 598 100

The retention rate among the best-performing staff was 98.5%.
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Diversity, Equity and life quality in the workplace (theme 9)

The motivation of our employees comes through an understanding
of the sources of the engagement that contribute to the economic
performance and attractiveness of the HSBC Group in France.

In 2018, HSBC France set itself the target of continuing to improve
life quality at work and developing a shared culture of well-being
at work.

An agreement on professional equality and quality of life at work
was signed on 8 March 2018 for a 4-year period.

This agreement has two priority themes:
. diversity, equality and inclusion;

e quality of life at work, flexibility of working arrangements and
the challenges relating to disconnection.

Diversity, equality and inclusion
Tackling discrimination and promoting diversity

Diversity and Inclusion have always been part of HSBC's identity.
In 2018, HSBC France continued to act on its business culture,
notably through awareness building and training activities.

The continued deployment of the training programme launched in
2017 on ‘subconscious bias’ saw more than 200 HR managers
and professionals take part over the year.

HSBC is also a partner in the PHENIX programme which allows
Masters’ students in human or physical sciences to work in the
banking sector (three students on permanent contracts and one on
work placement).

HSBC also took part, in association with the AFB, in the inclusion
of three highly-qualified political refugees on an integration
internship. One of them is on one a year-long work apprenticeship
contract in one of our branches.

HSBC France recruited 40 summer jobs, in relation with its partner
associations working towards equal opportunities: Sciences Po,
Fondation Egalité des Chances and Tremplin. This approach aims to
favour diversity in the origin of summer jobs candidates.

The employability of employees and communities within which

HSBC is present is a dynamic economic challenge, both in terms
of competitiveness and social inclusion, and is reinforced by the
digital disruption, such as the blockchain or artificial intelligence.

In order to prepare anyone to beneficiate from these mutations
and to avoid new barriers to professional development, HSBC
endeavours to favour the acquisition of key skills through diverse
initiatives.

Thus, many tutoring programs - internal and external - are
proposed to volunteering employees so that they may step out of
their “usual” setting and hence develop new expertise. In 2018,
two mentoring programs were running within HSBC, with 41
mentors for Global Banking and Markets and 13 for Commercial
Banking along with 117 employees supporting young talents from
disadvantaged backgrounds through structures (Convention
Prioritaire de Sciences Po, Fondation Egalité des chances, Article 1)
funded by the HSBC Foundation for Education.

Also, through the HSBC Foundation for Education, HSBC supports:

e The learning, specifically actions that favour the acquisition of
new skills leading to a better integration on the job market
such as the the implementation of the “Attestation de
Compétences Acquises” from the Réseau des Ecoles de la 2e
chance, a passport for personal and professional insertion;

. Digital training such as those proposed by the '‘Musique et
Culture Digitales', MCD, branded Paris Code' association.

Gender Equality

With women making up 52 per cent of executives at HSBC (46 per
cent in the banking sector), HSBC continued its actions to promote
gender equality in 2018.

The HSBC Group has set itself clear and transparent targets for the
proportion of women in senior executive positions. The targets
have two end dates: 30 per cent of senior executives to be women

by 2020, rising to 35 per cent by 2025. HSBC France is well on
track to meet these goals. At the end of 2018, women held 30.1
per cent of these posts.

A monitoring dashboard for progress in increasing the proportion
of women in positions of responsibility is reviewed twice a year by
the HSBC France Management Committee.

Finally, the monitoring of these goals will be available in the 2019
Group report on hsbc.com.

Inclusion of employees with disabilities

With an employment rate of 4.5 per cent, having doubled over 8
years, and 42 new disability recognitions this year, HSBC in France
continued in 2018 its actions in favour of the recruitment and
inclusion of employees with disabilities. A new measure has been
included to enrich the structures rolled over into 2018: the
introduction of 80 per cent part-time working, paid at 82.5 per
cent, for employees with a child of any age with disabilities.

The ‘Handicap HSBC' team took part in three virtual forums
organised by ‘Talents Handicap’, ‘Tremplin’ and ‘Sciences Po
Accessibilité’. HSBC recruited 14 new disabled employees (4 on
permanent contracts, 2 apprentices and eight disabled young
people on summer assistant contracts).

The disability team also invested in coaching students with
disabilities.

Internal initiatives, such as first-person accounts from employees
published on our intranet, events during Diversity Week, training
on psychological disabilities and increased communication on
social media helped boost the profile of the disability team and
change perceptions of disabilities. A video of a hearing-impaired
employee on YouTube has been viewed more than 800 times.
Lastly, a meeting on disability in June 2018 helped raise
awareness of disability issues for more than 160 employees.

Awareness initiatives are also proposed through projects
supported by the HSBC Foundation for Education. Tutor
employees support students with disabilities from the Sciences Po
accessible program or act as a mock exam jury for candidates
registered in Pessac (33) on the “Plateforme métier pour travailleurs
Handicapés”.

To improve day-to-day living standards, more than 500 disabled
employees or employees with a disabled close relative received
'CESU' cheques (enabling them to pay for domestic help) financed
entirely by HSBC, while 40 employees received support for buying
individual equipment to alleviate their disability, such as hearing
aids and other devices.

Improve the quality of life at work to create engagement
Awareness building and training on quality of life at work

Quality of life at work is a source of engagement in which the
management team of HSBC France chose to invest significantly in
2018.

Having trained our managers on developing quality of life at work,
we deployed a new training programme for employees in
September 2018, “action for well-being at work”.

Giving employees more flexibility
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HSBC in France is attentive to offering employees more flexible
working arrangements to help improve work-life balance.

The signature of a Group agreement on remote working on 27 July
2018 expanded the options for working at home by building on the
fixed day remote working system already in place in our
companies and opening up new options for one-off remote
working for managerial staff with contracts for a fixed number of
days’ work per year, to allow them to work at home on occasions.

Ensuring the correct use of digital tools

In a highly-connected environment, the correct use of professional
communication tools is a key challenge for quality of life at work.
The production of a charter of commitments signed by the
Management Committee is one of the undertakings of the Equality
and Quality of Life at Work agreement, which also provides for
regular communication on disconnecting from work and the
regulation of the use of digital tools.

Strengthening the collective ability to manage change

Against the background of continuous change specific to the
banking sector, new working parties were deployed in 2018,
drawing on the participative working method developed by the
Agence Nationale pour I’Amélioration des Condlitions de Travail.

These working parties informed the considerations of the
management team on various initiatives or experiments under way
in the company, such as remote working and the establishment of
Connect branches (remote banking).

They helped determine the various challenges relating to quality of
life at work, such as:

e QOrganisational performance and improvement in working
conditions;

e \Work-life balance;
e The development of engagement within the company.

Regular measurement of employee satisfaction and well-being at
work

Employee consultation involves various arrangements, including
the HSBC Exchange programme that has been in place at the
HSBC Group level since 2012.

For managers, this system consists of organising agenda-free
consultation meetings, in which managers take part without
taking any hierarchical stance. This innovative approach allows
staff members to discuss any subject freely, and the resulting
feedback is sent to the HSBC Group. Since the programme was
first introduced, it has been clear that employees who have taken
part in an HSBC Exchange meeting have a more positive approach
to their work and the bank's strategy as well as a better
understanding of the changes affecting HSBC.

HSBC also regularly consults its staff all over the world via a brief
‘Snapshot’ survey. The survey aims to assess the understanding of
the bank's strategic priorities and measure perceptions of current
changes through various themes: strategy, Global Standards,
communication, customer experience, culture and working
methods.

Results showed progress in:

¢ Indices of confidence in the group’s strategy and future, in
local management and in the ability to discuss topics;

¢ Indices of engagement.

These indices have risen faster than for the Group as a whole. The
survey also identified areas of improvement in pride in belonging
to HSBC, in our employees’ willingness to recommend HSBC, in
consideration and career development.

These Group initiatives are supplemented in France by a stress-
monitoring system (since 2004) and a framework for preventing
work-related stress (since 2012). Although the results of these two
initiatives are not yet known for 2018, results for 2017 confirmed
previous trends of a reduction in stress risk factors experienced by
employees in most business lines. This is particularly true for levels
of stress and anxiety, supported by improvements in the quality of

working relationships between colleagues, work-life balance and
level of independence.

Healthiest Human System. Boost Ta Banque

HSBC believes that performance is the result of the work of
engaged teams. John Flint, CEO of the HSBC Group, has launched
a major review to make HSBC the healthiest organisation possible
and invited employees from all over the world to contribute.

In France, this review took the form of around 30 interactive
workshops involving more than 300 employees from all business
lines and all regions.

This process, called ‘Boost Ta Banque’, allowed participants to
work on themes as varied as recognition, independence and the
complexity of the organisation. They brought forward concrete
solutions to improve operations and strengthen employee
engagement.

The action plan that flowed from this work will be implemented in
2019 and will be the subject of regular communication with
employees.

An attractive and fair remuneration policy

Our remuneration policy recognises and rewards the efforts made,
engagement, involvement, contribution and the collective and
individual performance of each of our employees through an
annual budget for selective and collective wage adjustments,
individual variable remuneration and collective remuneration in the
form of bonuses and profit sharing.

It helps finance employees’ day-to-day lives through the payment
of various contributions, such as for childcare, the new academic
year, holidays (through holiday voucher top-ups) and in the event
of mobility within the company. Lastly, it provides guarantees that
will last throughout an employee’s career at HSBC and beyond.
These include continuation of salary and health cover in the event
of iliness, provident services in the event of incapacity and the
supplementary pension scheme that has been in place for several
years to help our employees boost their income in retirement.

This policy forms part of an approach that seeks to treat all our
employees fairly. This approach is best illustrated with a few
examples.

For more than 10 years, our collective agreements have included
an automatic salary review for people returning from maternity or
adoption leave. Specific budgets allocated to wage equity over the
last 10 years (EUR 8 million) have helped establish wage equity in
several areas. Women'’s pay, over virtually the whole of the
employment grade scale, was between 98.2 per cent and 101.2
per cent of that of men in 2018.
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Ratio theoretical wage W/M

Convention
Status Level 2016 2017 2018
c 110.1% — -
D 98.7% 96.0% 98.2%
E 96.9% 98.1%) 98.4%
F 100.6% 101.1% 101.2%
Technician G 101.7% 101.7% 100.1%
H 99.3% 99.4% 99.1%
| 97.4% 97.6% 98.6%
J 98.8% 98.6% 99.6%
Executive K 99.5% 99.6% 99.8%

Pay for employees working part-time, across different employment
grades, was between 97.2 per cent and 104.5 per cent of that full-
time employees.

Ratio theoretical wage Part Time W/M
Convention
Status Level 2016 2017 2018

C — — —

D 96.9% = -
E 105.8% 103.1% 102.9%
F 104.7% 105.0%) 104.5%
Technician G 101.8% 102.3% 100.4%
H 100.8% 100.7% 100.5%)
| 98.2% 97.9% 98.3%
J 100.3% 100.6% 100.2%)|
Executive K 96.8% 98.0% 97.2%

The salary of disabled workers was between 97.5 per cent and
107.7 per cent of that of all workers. Personal service vouchers
(CESU) financed in full by the company were introduced in 2015 to
assist employees with disabilities or their relatives.

Ratio theoretical waged disabled employees
/ other employees
Convention
Status Level 2016 2017 2018

C — — =

D 89.6% — —
E 105.4% 104.8% 107.7%)|
F 103.3% 105%) 103.8%)
Technician G 101.2% 102% 101.4%
H 99.3% 99.7% 100.5%)
| 96.7% 97.1% 97.5%
J 99.2% 99.6% 98.7%
Executive K 97%) 97.9% 98.6%

Table of social performance indicators of the HSBC France
group in France
Change
INDICATORS 2018 2017 2016
1 - Workforce split by status, gender
and contract of employment
(number):
Total workforce 8580 8647 8956
- of which unlimited term contracts 8266 8380 8706
of which women managers 3257 3184 3242
of which men managers 3053 3052 3144
of which women clerical staff 1520 1652 1774
of which men clerical staff 436 492 546
of which fixed-term contracts 314 267 250
of which women managers 8 10 10
of which men managers 8 11 6
of which women clerical staff 2 4 9
of which men clerical staff 0 3 5
of which women in apprenticeship 149 118 114
of which men in apprenticeship 147 121 106
Total female workforce 4936 4968 5149
% women 57.5% 57.5%) 57.5%
Total male workforce 3644 3679 3807
% men 42.5% 42.5% 42.5%
2- Hires and dismissals
recruitments 1020 846 553
% recruitments 11,9% 9,8% 6,2%
dismissals 104 126 109
% dismissals 1,2% 1,5% 1,2%
3- Equality of treatment
% of women in management 30,1% 27,4% 27,3%
Number of persons with disabilities 458 431 379
% employees with disabilities 5,3% 5,0% 4,2%
% of employees less than 30 years 13,1% 11,2% 10,5%
% of employees over 50 years old 29,5% 29,8% 30,0%

Governance policies adapted to social evolutions

Risks relating to laws, regulations, standards, rules, internal
policies and best practice in tackling money laundering and the
financing of terrorism, the respect of international sanctions and
tackling corruption are subject to heightened monitoring through
the use of a system of appropriate checks and the implementation
of measures to evaluate these risks.

Fair business practices and protecting the client's interests
(theme 10)

For HSBC, best practice consists of making decisions that are fair
for its customers and not disrupting the proper and transparent
operation of financial markets. These principles are essential to
ensure long-term success and provide the best service to
customers. To achieve this, the bank has clear directives,
frameworks and governance principles covering its behaviour, the
design of products and services, training and remuneration of
employees, interaction with customers and internal
communication. Its Conduct programme is the central reference,
which consolidates its activities and allows an understanding of
the consequences of decisions for customers and other
stakeholders.

92 per cent of HSBC France employees participated in training on
this topic in 2018.

For more details, see Risks, Regulatory Compliance Risk
Management page 126.

64 HSBC France Annual Report and Accounts 2018



Financial crime risk management (theme 11)

HSBC has a responsibility to help protect the integrity of the global
financial system. In order to fulfil that responsibility, we have
made, and continue to make, significant investments in our ability
to detect, deter, and prevent financial crime. We have exited
customers, products, and countries where we deemed the
financial crime risk too high to manage. We are also working with
governments and other banks to advance our collective interests
in this area. These steps are enabling us to much more effectively
reduce the risk of financial crime. Thus, 95 per cent of HSBC
France employees took part in a training on the prevention of
financial crime, money laundering and the fight against corruption
in 2018.

For more details, see Risks Financial Crime Risk Management,
page 128.

More information about HSBC financial crime policies at https://
www.hsbc.com/our-approach/risk-and-responsibility/financial-
crime-risk/financial-crime-risk-policies

Anti-corruption (theme 12)

HSBC is committed to high standards of ethical behaviour and
operates a zero tolerance approach to bribery and corruption. We
consider such activity to be unethical and contrary to good
corporate governance and require compliance with all anti-bribery
and corruption laws in all markets and jurisdictions in which we
operate. We have a global Anti-Bribery & Corruption Policy which
gives practical effect to global initiatives such as the Organisation
of Economic Co-Operation and Development (OECD) Convention
on Combating Bribery of Foreign Public Officials in International
Business Transactions and Principle 10 of the United Nations
Global Compact.

For more details, see Risks, page 127.

More information about HSBC anti-bribery and corruption policies
at https://www.hsbc.com/our-approach/risk-and-responsibility/
financial-crime-risk/financial-crime-risk-policies

Tax (theme 13)

HSBC is committed to applying both the letter and spirit of the law
in all territories in which it operates. We aim to have open and
transparent relationships with all tax authorities, ensuring that any
areas of uncertainty or dispute are agreed and resolved in a timely
manner. As a consequence, we believe that we pay our fair share
of tax in the jurisdictions in which we operate.

Certain clients of HSBC France could seek to use its services for
tax evasion purposes, exposing the bank to accusations of
complicity which, if confirmed, could lead to severe financial, legal
and reputational consequences.

HSBC has adopted the Code of Practice on Taxation for Banks'
which was introduced in 2009 and manage tax risk in accordance
with a formal tax risk management framework. We apply a
number of tax initiatives which were introduced after the global
financial crisis with the aim of increasing transparency. These
initiatives address both the tax positions of companies and of their
customers. These include:

e The US Foreign Account Tax Compliance Act (‘FATCA’).

e The OECD Standard for Automatic Exchange of Financial
Account Information (the ‘Common Reporting Standard’).

* The Capital Requirements Directive IV (‘CRD IV’) Country by
Country Reporting?®.
e The OECD Base Erosion and Profit Shifting (‘BEPS’) initiative.

e The UK legislation on the corporate criminal offence (‘CCO’) of
failing to prevent the facilitation of tax evasion.

96 per cent of HSBC France employees took part in a training on
the fight against tax evasion in 2018.
For more details, see Tax Risks, page 130.

1 See the UK Government’s code of practice on taxation for banks
2  See hsbc.com for our approach to tax transparency

Cybersecurity risk management (theme 14)

HSBC France, in common with other organisations, is subject to a
growing number of increasingly sophisticated cyber-attacks that
can in some instances affect its operations, including the
availability of digital facilities for customers.

The bank’s IT security system is crucial for the proper functioning
of its banking services, the protection of its customers and of the
HSBC brand. With the aim of maintaining it at its best possible
level, HSBC France continues to strengthen its technical
resources, its monitoring systems and its governance to prevent
and withstand the growing threat from cyber-attacks.

The cyber threat is a top priority for the management team and is
the subject of regular communication and discussion in order to
ensure the appropriate visibility, governance and support for our
cyber-security programme. HSBC has not reported any significant
security incidents in the last 12 months.

For more details, see Security Risks, page 133.
Human Rights (theme 15)

HSBC's commitment to respecting human rights, principally as
they apply to our employees, our suppliers and through our
lending, is set out in our 2015 Statement on Human Rights. This
statement, along with our ESG Updates and our statements under
the UK’s Modern Slavery Act (‘MSA’), which include further
information, is available on www.hsbc.com. Our next MSA
statement will be published in April 2019.

HSBC also has an ethical and environmental code of conduct that
the bank imposes on its suppliers and which takes into account
modern slavery legislation and human rights.

HSBC France is fully aligned with these Group commitments and
policies. As part of the renewal process of the contracts initiated in
July 2017, nearly 40 per cent of HSBC France 's suppliers signed
this code as of 31 december 2018.

HSBC France operates a vigilance plan to meet the requirements
of France's new duty of care act. Given the legislative and
regulatory framework, the scope of its businesses and the
procedures in force within the HSBC Group, risks relating to a
failure to respect human rights are not material for HSBC France.

Whistleblowing system

HSBC strives to create a working environment in which all staff
members feel able to share their concerns. However, it is aware
that certain circumstances require particular discretion, and so it
simplified its whistleblowing system in 2015 by setting up HSBC
Confidential. This platform enables employees to share any
concerns they may have about any incident or breach of
legislation, regulations or internal policies or procedures, in cases
where the usual channels for expressing concern are unavailable
or inappropriate, without fear of reprisal. HSBC Confidential is
supervised by the Conduct and Values Committee and the Audit
Committee. In-depth whistleblowing investigations are carried out
independently by experts from the various departments including
compliance, human resources, legal, fraud, information security
and audit. Whistleblowing investigations are carried out within
three months of the alert being received.
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There were 40 whistleblowing instances in 2018, a 33 per cent
increase versus 2017. 78 per cent had been resolved by 31
December 2018. 6 per cent of instances concerned justified
allegations by staff members versus 14 per cent in 2017. Staff
behaviour in the working environment was the main theme of
whistleblowing instances in 2018.

For more details on the "Duty of Care" act, see page 71.

Methodological details on corporate social
and environmental information

Scope of reporting

The Statement of Extra-Financial Performance was based on the
HSBC Group’s scope in France. Staff numbers at subsidiaries
integrated during 2018 are not material compared with the HSBC
Group's staff numbers in France.

The scope of each indicator is shown in the table of sustainability
performance indicators of the HSBC Group in France. The scope
may vary depending on the availability of data or type of indicator.

Workforce-related indicators concern HSBC in France (excluding
HSBC Bank PLC Paris Branch): HSBC France, HSBC Assurances
Vie (France), HSBC Global Asset Management (France).

Environmental indicators concern the HSBC Group in France or
HSBC France excluding the Reims offices, which accounts for less
than 1 per cent of total floorspace.

Change in scope

For environmental indicators, entities consolidated or
deconsolidated during the year are accounted for in the data
reported on the date they enter the Group and until the date they
exit.

Reporting period

The annual reporting period is the calendar year (from 1 January to
31 December). In 2018, for environmental indicators, the reporting
period is from 1 October 2017 to 30 September 2018.

Reporting tools and processes
For environmental indicators

The reporting tool is Metrix, developed by Enablon, which is used
by the HSBC Group. Its main functions include the collection of
data on energy (kWh), CO, emissions, water (m3), paper (tonnes),
waste (tonnes), km travelled and other data: comments,
operational surface areas (m?), number of sites, workforce (FTE),
initiatives, dual validation at country level, then at regional and
global levels and, finally, dashboards.

For social indicators

The information that appears in reporting documents is the result
of queries from ADP Link.

Details on the definition of certain indicators
Environmental indicators

CO2 emissions result from the consumption of electricity, gas, fuel
oil, urban heating and air conditioning. Transport-related CO2
emissions correspond to journeys made by train and plane (which
are purchased through travel agencies), by taxi, and by hired cars
or the group car fleet. Energy consumption is partly estimated as
invoicing and reporting periods do not overlap precisely.

Social indicators

The total workforce comprises employees under permanent and
fixed-term employment contracts. Internship, temporary and
suspended contracts, employees taking early retirement,
employees on long-term sick leave, permanently disabled
employees and expatriates are included. Holiday auxiliary staff are
excluded. Recruitment and redundancy figures include employees
under permanent and fixed-term employment contracts. An
employee whose contract changes from a fixed-term contract to a
permanent contract will be recorded as a hire.

Scope of reporting

The Statement of Extra-Financial Performance was based on the
HSBC Group’s scope in France. Staff numbers at subsidiaries
integrated during 2018 are not material compared with the HSBC
Group's staff numbers in France.

The scope of each indicator is shown in the table of sustainability
performance indicators of the HSBC Group in France. The scope
may vary depending on the availability of data or type of indicator.

Workforce-related indicators concern HSBC in France (excluding
HSBC Bank PLC Paris Branch): HSBC France, HSBC Assurances
Vie (France), HSBC Global Asset Management (France).

Environmental indicators concern the HSBC Group in France or
HSBC France excluding the Reims offices, which accounts for less
than 1 per cent of total floorspace.

Change in scope

For environmental indicators, entities consolidated or de-
consolidated during the year are accounted for in the data
reported on the date they enter the Group and until the date they
exit.

Reporting period

The annual reporting period is the calendar year (from 1 January to
31 December). In 2018, for environmental indicators, the reporting
period is from 1 October 2017 to 30 September 2018.

Reporting tools and processes
For environmental indicators

The reporting tool is Metrix, developed by Enablon, which is used
by the HSBC Group. Its main functions include the collection of
data on energy (kWh), CO2 emissions, water (m®), paper (tonnes),
waste (tonnes), km travelled and other data: comments,
operational surface areas (m?), number of sites, workforce (FTE),
initiatives, dual validation at country level, then at regional and
global levels and, finally, dashboards.

For social indicators

The information that appears in reporting documents is the result
of queries from ADP Link.

Details on the definition of certain indicators
Environmental indicators

CO2 emissions result from the consumption of electricity, gas, fuel
oil, urban heating and air conditioning. Transport-related CO2

emissions correspond to journeys made by train and plane (which
are purchased through travel agencies), by taxi, and by hired cars
or the group car fleet. Energy consumption is partly estimated as

invoicing and reporting periods do not overlap precisely.

Social indicators

The total workforce comprises employees under permanent and
fixed-term employment contracts. Internship, temporary and
suspended contracts, employees taking early retirement,
employees on long-term sick leave, permanently disabled
employees and expatriates are included. Holiday auxiliary staff are
excluded. Recruitment and redundancy figures include employees
under permanent and fixed-term employment contracts. An
employee whose contract changes from a fixed-term contract to a
permanent contract will be recorded as a hire.
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Table of sustainability performance indicators of the HSBC Group in France

Policies of managing environmental and social risks

Indicator as of 31 December 2018 2018 2017 2016
Customers’ satisfaction (theme 1)

RBWM 's customers recommendation rate 84% NA NA
Number of RBWM's customers complaints receiving a response on same day or within 48 hours’ 45% NA NA
Score of private bank customers on their private banker 8.6 9.2 NA
Strenghening financial education among our customers, people and partners (theme 2)

Number of beneficiaries involved in the programmes supported by HSBC France 26,366 NA NA
Progress towards 2020 objective (%) 44% NA NA

Contributing to the real economy (theme 3)

Number of financing for regional authorities (including AFL and Public-sector Healthcare

Establishments) 13 22 10
Bloomberg ranking among lead managers for French local authority issuers by number of

transactions 1 1 2
Volume of financing for regional authorities (including AFL and Public-sector Healthcare

Establishments) (mUSD) 422 811 509
Bloomberg ranking among lead managers for French local authority issuers by volume of

transactions 4 1 2
Number of entrepreneurs supported 635 NA NA
Progress towards 2020 objective (%) 42% NA NA
Managing the environmental risks related to banking activity (theme 4)

Number of months in Green status in the Global Risk tool over last 12 months 10 3 12
Contributing to a low carbon economy (theme 5)

PRI score Strategy & Governance A+ A+ A
PRI score Listed Equity - Incorporation A+ A A
PRI score - Fixed Income Corporate Non-Financial A A A
Net new money in responsible investment funds (m€) @ 151 52 13
Number of Green Bonds 6 14 2
Ranking in the Dealogic League table by number 4 2 3
Green Bonds in volume (m¥€) 669 2,600 417
Ranking in the Dealogic League table by volume 6 4 5
Improving our environmental footprint (theme 6)

CO, emissions ¥ (thousands of tonnes equiv COy) per employee “ 0.66 0.64 0.66
Evolution year on year (%) 3% (3.0)% NA
Paper consumption (kg) per employee“” 93 89 97
Evolution year on year (%) 4% (8.0)% NA
Waste production (kg) per employee 105 104 162
Evolution year on year (%) 1% (36.0)% NA
People KPI

Recruitment (theme 7)

Number of recruitments versus to total workforce 11.9% 9.8% 6.2%
Development and employability (theme 8)

Share of permanent employees who took part in the #CareerCounter forums 6% NA NA

Diversity, equity, quality of life (theme 9)
Share of women in senior executives positions 30.1% 27.4% 27.3%

Governance KPI

Fair business practices and protecting the client’s interests (theme 10)

Share of staff members trained on theme 10 92% NA NA
Financial crime risk management (theme 11)

Anti-corruption (theme 12)

Share of staff members trained on themes 11 and 12 95% NA NA
Tax evasion risk management (theme 13)

Share of staff members trained on theme 13 96% NA NA
Cybersecurity (theme 14)

Number of significant security incidents over last 12 months 0 NA NA

Human rights (theme 15)

Share of suppliers who signed the Code of Conduct in the renewal process 38% NA NA

(2) Annual net inflows of HSBC Global Asset Management (France) in open-end Sustainable Finance and socially responsible employee savings funds distributed in markets covered by
HSBC Global Asset Management (France): France, Benelux, Spain, Italy, Nordic countries, Greece and Malta. Data at 31 December 2018. This figure includes assets under
management in the HSBC Europe Equity Green Transition fund, which resulted from the conversion of the HSBC Special Situations fund on 16 November 2018.

(3) CO2 emissions energy and transports

(4) Base: subject workforce
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Report by one of the Statutory Auditors, appointed as an independent third party, on the
human resources, environmental and social information included in the management report
For the year ended December 31%, 2018

This is a free translation into English of the Statutory Auditors’ report issued in French and is provided solely for the convenience of English
speaking readers. This report should be read in conjunction with, and construed in accordance with, French law and professional standards
applicable in France.

To the Shareholders,

HSBC France

103, Avenue des Champs Elysées
75419 Paris Cedex 08

In our capacity as Statutory Auditor of HSBC France appointed as an independent third party and certified by COFRAC under number
3-1060 rév.2 (whose scope is available at www.cofrac.fr), we hereby report to you on the consolidated non-financial information
statement for the year ended December 2018 (hereinafter the “Statement”), included in the Group management report pursuant to the
legal and regulatory provisions of articles L. 225-102-1, R. 225-105 and R. 225-105-1 of the French Commercial Code (Code de
commerce).

The entity’s responsibility

Pursuant to legal and regulatory requirements, the Board of Directors is responsible for preparing the Statement, which must include a
presentation of the business model, a description of the principal non-financial risks, a presentation of the policies implemented
considering those risks and the outcomes of said policies, including key performance indicators.

The Statement has been prepared in accordance with the entity’s procedures (hereinafter the “Guidelines”), the main elements of which
are available on request from the Sustainable Finance Direction.

Independence and quality control

Our independence is defined by the provisions of article L. 822-11-3 of the French Commercial Code and the French Code of Ethics (Code
de déontologie) of our profession. In addition, we have implemented a system of quality control including documented policies and
procedures regarding compliance with the ethical requirements, French professional standards and applicable legal and regulatory
requirements.

Responsibility of the Statutory Auditor, appointed as an independent third party
On the basis of our work, our responsibility is to provide a report expressing a limited assurance conclusion on:
¢ the compliance of the Statement with the provisions of article R. 225-105 of the French Commercial Code;

e the fairness of the information provided in accordance with article R. 225-105 I, 3 and Il of the French Commercial Code, i.e., the
outcomes of the policies, including key performance indicators, and the measures implemented considering the principal risks
(hereinafter the “Information”).

However, it is not our responsibility to comment on:

e The entity’s compliance with other applicable legal and regulatory provisions, in particular the French duty of care law and anti-
corruption and tax evasion legislation;

e  The consistency of products and services with the applicable regulations.
Nature and scope of our work

The work described below was performed in accordance with the provisions of articles A. 225-1 et seq. of the French Commercial Code
determining the conditions in which the independent third party performs its engagement and with the professional guidance of the
French Institute of Statutory Auditors (CNCC) applicable to such engagements, as well as with ISAE 3000 - Assurance engagements
other than audits or reviews of historical financial information.

Our procedures allowed us to assess the compliance of the Statement with regulatory provisions and the fairness of the Information:

e we obtained an understanding of all the consolidated entities’ activities, the description of the social and environmental risks
associated with their activities and, where applicable, the impact of those risks on compliance with human rights and anti-corruption
and tax evasion legislation, as well as the resulting policies and their outcomes;

e we assessed the suitability of the Guidelines with respect to their relevance, completeness, reliability, objectivity and
understandability, with due consideration of industry best practices, where appropriate;

e we verified that the Statement includes each category of social and environmental information set out in article L. 225-102-1 Ill as
well as information regarding compliance with human rights and anti-corruption and tax evasion legislation;

e we verified that the Statement includes an explanation for the absence of the information required under article L. 225-102-1 1ll, 2;

e we verified that the Statement presents the business model and the principal risks associated with all the consolidated entities’
activities, including where relevant and proportionate, the risks associated with their business relationships and products or services,
as well as their policies, measures and the outcomes thereof, including key performance indicators;

e we verified, where relevant with respect to the principal risks or the policies presented, that the Statement provides the information
required under article R. 225-105 II;

* we assessed the process used to identify and confirm the principal risks;
* we asked what internal control and risk management procedures the entity has put in place;

e we assessed the consistency of the outcomes and the key performance indicators used with respect to the principal risks and the
policies presented;
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e we verified that the Statement covers the scope of consolidation, i.e., all the companies included in the scope of consolidation in
accordance with article L. 233-16 within the limitations set out in the Statement;

e we assessed the data collection process implemented by the entity to ensure the completeness and fairness of the Information;

e for the key performance indicators and other quantitative results List quantitative information (key performance indicators and
outcomes) in a footnote or in an appendix that we considered to be the most important, we implemented:

e analytical procedures to verify the proper consolidation of the data collected and the consistency of any changes in those data,

e tests of details, using sampling techniques, in order to verify the proper application of the definitions and procedures and
reconcile the data with the supporting documents. This work was carried out on a selection of contributing entities List the
contributing entities in the report or in a footnote and covers between X% and Y% of the consolidated data relating to the key
performance indicators and outcomes selected for these tests;

e we referred to documentary sources and conducted interviews to corroborate the qualitative information (measures and outcomes)
that we considered to be the most important List qualitative information (measures and outcomes) in a footnote or in an appendix;

e we assessed the overall consistency of the Statement based on our knowledge of all the consolidated entities.

We believe that the work carried out, based on our professional judgement, is sufficient to provide a basis for our limited assurance
conclusion; a higher level of assurance would have required us to carry out more extensive procedures.

Means and ressources
Our work was carried out by a team of 6 people between January and February 2019 and took a total of 6 weeks.

We were assisted in our work by our specialists in sustainable development and corporate social responsibility. We conducted about
fifteen interviews with about twenty people responsible for preparing the Statement, representing strategic management, sustainable
development, human resources, marketing, supply chain and purchasing departments.

Conclusion
Ungqualified conclusion

Based on our work, nothing has come to our attention that causes us to believe that the non-financial information consolidated statement
is not in accordance with the applicable regulatory provisions and that the Information, taken as a whole, is not presented fairly and in
accordance with the Guidelines.

Comments

Without qualifying our conclusion and in accordance with article A. 225-3 of the French Commercial Code, we have the following
comments:

Regarding main governance risks, policies do not always mention objectives nor results (except Key Performance Indicators).

Neuilly-sur-Seine, February 20, 2019
One of the Statutory Auditors

PricewaterhouseCoopers Audit
Nicolas Montillot Pascal Baranger

Partner Sustainable Development Director
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Appendix: List of the information we considered most important

Key performance indicators and other quantitative results:

Individual customers recommendations rate;

Number of individual customers complaints handled the same day or the next day;

Rating attributed by Private banking customers to their private banker;

Percentage of dedicated program beneficiaries and supported entrepreneurs regarding 2020 objective;
Number and volume of investments allocated to territorial collectivities;

Lead table ranking on territorial collectivities emissions by number and by volume;

Number and volume of green bonds;

Ranking on green loans by number and by volume;

PRI rating attributed to HSBC Global Asset Management ;

Net inflows in responsible investments;

Growth percentage of CO2 emissions (in tons eq CO2) and paper consumption (in kg) by employee regarding the previous year;
Part of hiring on the total staff over the last 3 years ;

Share of employees under permanent contracts who participated in a “#RencontresCarrieres” forum;

Number of employees who participated in trainings of acculturation in the sustainable development’ stakes (example: "Master's
degree Class ESG");

Percentage of women on executive levels over the past 3 years;

Monitoring of male/female, partial times and employees with disabilities wages proportions over the past 3 years;
Share of trained staff on the topic of loyalty of practices;

Share of trained staff on financial crime, money laundering and anti-corruption issues;

Share of trained staff on the topic of combating tax evasion;

Number of significant security incidents over the past 12 months;

Share of suppliers who have returned the signed Code of Conduct to December 31 as part of contract renewal.

Qualitative information (actions and results):

Contribution to the financial education through support actions in partnership with the association Cresus;

Contribution to the financing of companies and entrepreneurship through support in partnership with the ADIE (Association for the
right on the Economic Initiative);

Commitment in NOVI funds and investment funds for the growth and the innovation of the SME ETI;

Contribution to develop the environmental, social and governmental transition’s financing segment by the participation in syndicated
operations on the market of the "green loans and other loans linked to ESG criteria”;

State labelling of HSBC Global Asset Management funds dedicated to the Socially Responsible Investment;
Distribution of a shareholder engagement report by HSBC Global Asset Management;

Follow the environmental quality approach supported by HSBC Assurances in its real estate policy (acquisition of properties meeting
the highest environmental standards, restructuring of vacant buildings to improve their quality);

HQE (High Environmental Quality) certification of the Coeur Défense site;

Implementation of a training programme in line with the 70/20/10 development model;
Collaborative development programs (example: 66 Miles);

Sign an agreement on equal employment and quality of life at work with trade union organizations;

Diversity clause put in place by recruitment officers involving presenting for each short-list of candidates at least one male profile, one
female profile and for each management position or expert with more than 10 years’ experience a senior profile application.
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France '‘Duty of Care’ act

HSBC France has implemented a vigilance plan in accordance
with France’s act no. 2017-399 of 27 March 2017 on the duty of
care of parent companies and ordering companies.

The plan forms part of a framework established by the HSBC
Group which, through its various statements and policies, has
already adopted certain rules and procedures seeking to prevent
serious infringements of human rights and fundamental freedoms,
to safeguard the health and safety of individuals and to protect the
environment. This framework therefore applies to HSBC France
and to the offshore service centres from which HSBC France
outsources certain activities.

These statements and policies are available on the Group website
(http://www.hsbc.com/our-approach/measuring-our-impact):

* Modern Slavery and Human Trafficking Statement;
e Statement on human rights;

e Health and safety policy;

e Environmental policy;

e Sector policies;

¢ \Whistleblowing statement.

Risks relating to the duty of care are managed within the risk
maps of the various business lines and functions affected. Risk
mapping covers all operational risks to which HSBC France is
exposed, and reflects the permanent system of monitoring
established to control these risks. Based on the Group's
classification of risks and library of control procedures, detailed
analysis allows the identification, evaluation and prioritisation of
risks and key controls relating to the duty of care. The control
system in place enables regular and adequate coverage of duty of
care related risks, over a cycle lasting a maximum of 2 years.

In order to address the continuous development of this area,
HSBC regularly updates its ethical and environmental code of
conduct. In France, as in the Group as a whole, since March 2017,
when forming new contracts or renewing existing ones, HSBC
France's suppliers are required to accept these principles by
signing this code of conduct. Signature attests to the fact that the
supplier respects fundamental laws on human rights, health and
safety and environmental protection.

In addition, HSBC works with Sedex to assess the ethical and
environmental risks associated with strategic suppliers, that is to
say those with billings of more than EUR 0.5 million. Sedex
considers the risks associated with each supplier as a function of
its location, its regions of production, its business sectors and the
responses to a self-assessment questionnaire designed to identify
the risks associated with workers' rights, health and safety, the
environment and business ethics. This process produces a risk
rating. Where suppliers receive a “high risk” rating the relevant
buyer will be notified so that they may take a fully-informed
decision about whether or not to continue working with the
supplier. HSBC is currently preparing the introduction of an audit
of specific risks highlighted in the Sedex questionnaire. The
outcome of the audit will result in a corrective action plan which
will be managed and monitored until the risks have been reduced.

Regarding the impact of bank financing on potential breaches of
human rights and environmental protection, the sustainability risk
management policy adopted by the HSBC Group for more than 12
years provides a solid risk management framework. An annual
review is carried out regarding Global Banking and Markets and
Commercial Banking clients operating in sectors covered by the
Group's sector policies, and all transactions in these sectors are
also reviewed. HSBC's sector policies cover agricultural
commodities, chemicals, defence, energy, forestry, freshwater
infrastructure, mining and metals, World Heritage Sites and
Ramsar wetlands. HSBC regularly reviews and refines these
policies, including through constructive dialogue with NGOs and
action groups, alongside which it regularly addresses matters of
common interest. The HSBC Group has applied the Equator
Principles since they were first developed in 2003, including the
latest version (EP3) since 2014.
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Key Highlights

Page
Key Highlights 72 . N
Our risk appetite 73 Principal Regulatory Ratios
Areas of special interest 73 At
Top and emerging risks 73 31 Dec 2018 31 Dec 2017
Key developments and risk profile 84 % %
Key developments in 2018 84 Capital Ratios - transitional
Risk management 84 Common equity tier 1 N/A 13.1
Credit Risk 89 Total tier 1 N/A 135
Counterparty Credit Risk 106 Total capital N/A 14.1
Liquidity and funding risk management 109 Leverage Ratio - transitional N/A 3.7
Market risk 112 Capital Ratios - fully-loaded
Interest-rate risk of the banking book 117 Common equity tier 1 13.1 13.2
Balance sheet management 118 Total tier 1 14.5 13.8
Operational risks 119 Total capital 15.7 14.6
Regulatory and Financial Crime Compliance 125 Leverage Ratio - fully-loaded 3.6 3.6
Structural foreign exchange risk 129 Liquidity Ratios
Legal risks and litigation management 129 Liquidity Coverage Ratio 128 149
Tax risk 130 Net Stable Funding Ratio’ 113 116
Accounting risk 131 7 Computed in respect of BCBS 295 guidelines
IT Systems Risk 132
Security risk 133
Information & Cyber Security Risk 133 Risk-Weighted Assets — by Risk Type
Periodic control 134 At
Human Resources 135 31 Dec 2018 31 Dec 2017
Insurable Risk Coverage 137 €m &m
Sustainability and climate change risk 137 Risk Weighted Assets
Risk management of Insurance operations 137 Credit Risk 25,972 22,446
Reputational risk management 141 Counterparty Credit Risk 3,627 3,036
Capital & Leverage Management 142 Market Risk 3,455 5188
All Pillar 3 and regulatory documentation is available on the Operational Risk 3.194 3,385
Internet websites www.hsbc.com and www.hsbc.fr. Basel 1 floor impact - 1,324
Total Risk-Weighted Assets 36,248 35,379
Loan Impairment Charges/Impaired Loans
At
31 Dec 2018 31 Dec 2017
(in million of euros / %) €m €m
Total Gross loans 53,788 50,234
Total Impaired loans ) 990 971
Impaired loans % 1.84% 1.93%
Total loan impairment charge at 31 December 10 (81)
Impairment allowances (A)' (522) (535)
Impairment ratio: A/B 52.73% 55.10%

1 Including only stage 3.
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Our risk appetite

Throughout its history, HSBC has maintained a conservative risk
profile. It is central to our business and strategy. The following
principles express the group’s overarching risk appetite and
fundamentally drive how the business and risks are managed:

Enterprise-wide application

e Qur risk appetite encapsulates consideration of financial and
non-financial risks and is expressed in both quantitative and
qualitative terms.

e |tis applied at the global business level, at the regional level,
and to material operating entities.

Financial position

e Strong capital position, defined by regulatory and internal
ratios.

¢ Liquidity and funding management for each Group entity on a
stand-alone basis.

Operating model
® Returns generated in line with risk taken.

e Sustainable and diversified earnings mix, delivering consistent
return for shareholders.

Business practice

e Zero tolerance for knowingly engaging in any business, activity
or association where foreseeable reputational risk or damage to
the Group has not been considered and/or mitigated.

* No appetite for deliberately or knowingly causing detriment to
consumers arising from our products and services or incurring
a breach of the letter or spirit of regulatory requirements.

¢ No appetite for inappropriate market conduct by a member of
staff or by any group business.

Areas of special interest

Brexit risk - Process of UK withdrawal from the
European Union

Uncertainty regarding the terms of the United Kingdom's exit
agreement and its future relationship (including trading) with both
the European Union and the rest of the world is ongoing. The
United Kingdom is due to formally leave the European Union in
March 2019. Before then, the United Kingdom and the European
Union have to finalise the Article 50 Withdrawal Agreement, which
will need to be approved by their respective Parliaments. A
comprehensive trade deal will not be concluded within this time
frame. A period of transition until 31 December 2020 has been
agreed between the United Kingdom and the European Union.
However, there will be no legal certainty until this is enshrined in
the Withdrawal Agreement, which is unlikely before the end of the
first quarter 2019. Uncertainty therefore continues and with it the
risk of significant market volatility.

Mitigating actions

Throughout this period, HSBC Group will continually update its
assessment of potential consequences for its customers, products
and banking model and re-evaluate the mitigating actions
accordingly. HSBC Group's objective in all scenarios is to continue
to meet customers’ needs and minimise disruption. The scale and
nature of the impact on HSBC Group will depend on the precise
terms on which HSBC Group and its customers will be able to
conduct cross-border business following the United Kingdom's
departure from the European Union.

As described in Report of the Board of Directors on page 8, HSBC
Group has put in place a robust contingency plan. It is based on a
scenario whereby the UK exits the EU in March 2019, without
access to the single market or customs union, and without a
transitional arrangement. HSBC Group and HSBC France have
made good progress in terms of ensuring HSBC Group is prepared
for the UK leaving the EU in first quarter 2019 under the terms

described above, but there remain execution risks, many of them
linked to the uncertain outcome of negotiations and potentially
tight timelines to implement significant changes to our UK and
European operating models. Risks are monitored continuously,
with vulnerable industry sectors reviewed by management to
determine if adjustments to HSBC Group and HSBC France's risk
policy or appetite are required.

Top and emerging risks

Our approach to identifying and monitoring top and emerging
risks is described on page 86. During 2018, we made a number
of changes to our top and emerging risks to reflect our
assessment of the issues facing HSBC. Our current top and
emerging risks are as follows.

Externally Driven

Macroeconomic risks

Economic growth in the Eurozone has been disappointing in 2018
and notably in France. In addition to a less dynamic external
environment, idiosyncratic factors in some European countries and
sectors (the automotive industry in Q3 and Q4) contributed to
weak readings in domestic demand, with consumer spending
unexpectedly tepid in France in particular.

In France, the consequences of the "yellow vests" crisis on
consumption in the 4th quarter has not been fully assessed yet.
The government measures to give back purchasing power in
particular to low-income families in 2019 will weigh on public
deficit this year and their potential impact on GDP growth are
uncertain, at a time where investments are slowing down and
support to consumption will be welcome.

In this context, the evolution of companies' demand for financing
remains uncertain and interest income from sigh deposits should
not show any significant increase. The banking intermediation
business will therefore need to look for other sources of growth.

In addition, externally driven factors could impact growth in
France, including notably a no-deal Brexit, which would impact
companies operating in crossborder business with the UK. The
commercial dispute between the United States and China could
also result in a global slowdown in international trade. Other
political factors, including the European elections in May, could
generate additional risks to the economic prospects.

Also, although a compromise has been reached with the EU
authorities on the Italian budget, the weaknesses of the Italian
bank sector remain a cause of concern, which prevents dismissing
altogether the risk of a renewed financial crisis in Europe, even
though systemic risk in the Eurozone is now moderate.

Lastly, the low level of interest rates, which pushes investors to
look for yield, potentially against a relaxation of risk criteria,
continues to expose the financial system to the building-up of
“bubbles” in certain asset classes.
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Since the ending of the ECB's quantitative easing programme, the
ECB has continued to renew its stock of financial assets, bought
over the past several years, without increasing it; the forecast of a
slowdown in the economic outlook in the Eurozone has resulted in
the ECB differing the scheduled increases in interest rates which
are necessary for a progressive return to normality.

Mitigating actions

Faced with these challenges, HSBC France has continued with the
roll-out of the initiatives started since 2016 to improve its
profitability and reinforce the sustainability of its economic model.

In addition to the continuation of the extremely strict cost control
it has been exercising for years, HSBC France has started to
benefit in 2017, and even more so in 2018, from important costs
savings from the IT modernisation programme launched in the
beginning of 2016. This programme should also provide additional
efficiency benefits to the Retail and CMB operations.

In Retail banking, HSBC transformed in 2018 its sales
organisation, which resulted in providing its customers with
better performing remote and internet banking services, while
maintaining its physical branch network. Relationship
management teams specialised in specific lending products or
dedicated to customers with specific needs, as well as the
development of numerous digital services, are intended to provide
a quicker and enhanced quality service and to free up time for
relationship managers to entertain a deeper dialogue with their
clients. Regarding its global banking and markets operations,
HSBC France is expecting and is actively preparing itself for
capturing a share of the transfer to France of part of the
businesses that have been so far provided from London to EEA
companies. The end of the quantitative easing could also restore
liquidity in the sovereign and corporate debt markets and support
greater volumes and improve the bank's profitability is these
markets.

Beside, HSBC France will focus on further developing commercial
relationships established with the corporate clients of the various
branches and subsidiaries of the Eurozone whose activities have
been transferred or will be transferred to it in 2019 by its UK
parent. HSBC France thereby intends to reinforce its position as
the main international bank in France in the global banking and
markets businesses.

Confronted itself to the payment of negative interest rates on its
own deposits, and in accordance with market practices now
established in France, HSBC France applies negative interest rates
on overnight deposits to customers which have a status of bank or
of financial institution.

In terms of life insurance activities, HSBC France continues to
apply a long term management strategy of its assets and hedging
which have for effect to mitigate the impact of the decline in
yields. It is worth noting in this respect that HSBC Assurances Vie
(France) is the only insurance company in France that integrates in
its profit and loss account the variations in Present Value In Force
(‘PVIF’), which is the net present value of the profits expected to
be generated by its current portfolio of investment assets.

As concerns industry sector risks, HSBC France has long
established procedures and a control framework which includes
the review, in detail, of all significant exposures to customers
operating in a higher risk sector, the establishment of sector
‘Caps’ and a programme of stress tests designed to regularly
evaluate the effect of an exceptional deterioration occurring in
certain sectors which the bank is particularly exposed to. The
lending guidelines are updated as necessary in the event of any
material change observed in particular sectors as well as in
consideration of any conclusions that could be drawn from these
‘stress tests’. Bank wide stress tests are undertaken annually to
measure the impact of a major economic downturn on the bank’s
results and its balance sheet.

Lastly, in consideration of persistent imbalances in economic
situations across countries in the EU and of the uncertainties
generated by Brexit, HSBC France continues to maintain limited
market risk positions in its trading book portfolio. These are
subject to frequent stress tests based on a number of different

scenarios which the bank modifies according to the observed
trends and possible evolutions of the economic environment. Also,
risk calculations and the limits set to the ‘front office’ teams take
into account the relative illiquidity of certain markets.

Competition risk

The banking industry is beginning to find itself confronted in some
of its traditional banking products and services by the arrival of
mobile banks, GAFAs and new non-banking entrants (‘Fintechs’,
‘Insurtech’, ‘Supply Chain Specialists’...) which have innovative
and customer centric technologies.

These potential competitors are capable of capturing a part of the
‘value chain’ of the services and products offered by the banking
sector by offering to their customers potentially more flexible and
innovative services, greater reactivity leveraging new technologies
(e.g. automated customer risk assessment using algorithms),
inferior pricing, or services better adapted to an online banking
world via smartphones or tablets, with a risk for traditional players
to have obsolete and outdated platforms.

This challenge is made steeper by several regulations and market
evolutions, both in the payment (PSD2, Instant Payment, NFC
payment, blockchain) and data management landscape (General
Data Protection Regulation - "GDPR"), Open Banking, Atrtificial
Intelligence).

Payments: The adoption and the extension of the legal perimeter
of the European payment services '‘PSD2’ regulation will open up
access to the bank’s electronic payment platforms to two new
types of entrants such as Account Information Service Provider
("AISP’, aggregators of data relating to a user’s accounts held
across different banks) and Payment Initiation Service Provider
("PISP’, receive and handle payment requests of clients once
authorised by the clients to do so).Yet, two of the most contentious
measures in the rule-book, relating to more stringent security
measures for payments transactions and the abolition of 'screen-
scraping’, will only be considered actionable in September 2019,
18-months after the relevant Regulatory Technical Standards (RTS)
are published in the Official Journal of the EU. Banks will need to
find secure solutions to open access to their customers’
information to third parties, while remaining central players for
customer transactions. The Payments landscape is also evolving
with the increasing use of blockchain representing a strong risk of
disintermediation despite being in its early stages.

Data Management: GDPR, Open Banking and Al will also
trigger a change in the way bank will use customer data and will
establish a new paradigm in data management.

One of the major risks for traditional banks, who are less flexible
than the new entrants, is the potential for a progressive loss of
business in an environment in which customers increasingly
expect exemplary service.

Mitigating actions

HSBC Group is fully aware of these technology innovations and
maintains high level contacts with the ‘Fintech ecosystem’. The
PSD2 project is well structured in France and Europe to ensure the
bank will comply with its obligations and is also looking at key
business opportunities. GDPR is now applied in a structured
manner within HSBC France. Open Banking projects in the UK can
also be leveraged in France. The bank is looking into strategic
Fintech partnerships to ensure that value is appropriately captured
for each of HSBC France’s businesses, especially in the area of
mobile payment and data management. HOST with its IT
Modernisation programme and HSBC France Labs are also looking
at strategic solutions and technologies to accelerate readiness and
‘digitalise’ its products and services.
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As an example, the bank already offers its clients the ability to
consult their accounts at other banks via a contract entered by
HSBC France with an AISP, and is currently working on improving
data analysis on our Personal Economy app to offer personalised,
best-in-class products and services to our customers. HSBC
France is also considering developing APIs with third-party
providers to extend the reach of its products and services and
enhance its offer. In addition to that, several projects at the Group,
Region, and France level are implemented to adapt HSBC's
payment strategy in a post-PSD2 and Instant Payment
environment, and identify related growth opportunities.

Cyber threats and unauthorised access to
systems

The threat from cyber-attacks remains a concern for our
organisation, and failure to protect our operations from internet
crime or cyber attacks may result in financial loss, business
disruption and/or loss of customer services and data or other
sensitive information that could undermine our reputation and our
ability to attract and keep customers.

Ransomware and Distributed Denial of Service ('DDOS') attacks
are an increasingly dominant threat across the industry. The
phishing technique remains the most effective way to spread
malware and other viruses. As such, many tests are conducted
internally to raise awareness of HSBC employees.

Mitigating actions

The security of our information and technology infrastructure is
crucial for maintaining our banking applications, processes,
protecting our customers and the HSBC brand. We continue to
strengthen and significantly invest in our ability to prevent, detect
and respond to the ever-increasing and sophisticated threat of
cyber attacks.

Cyber risk is a top priority of the Board and is regularly reported to
ensure appropriate visibility, governance and executive support for
our ongoing cyber security programme.

Tax Transparency Risks

In common with all companies, HSBC France is potentially
exposed to the risk that tax rules could be misinterpreted or
incorrect application of the increasingly complex tax rules that
apply. In particular, the tax authorities are increasingly attentive to
the transfer pricing that apply between member companies of
large international groups such as HSBC. HSBC France runs the
risk of a tax adjustment or penalties in the event that the bank
does not respect these rules and in particular the requirement to
transact with its parent company at normal commercial
conditions.

Moreover, certain clients of HSBC France could use some of its
services with the objective of tax evasion which could expose the
bank to charges of collusion and which, if confirmed, could also
lead to severe financial, legal and reputational risks.

Mitigating actions

HSBC France Tax department works closely with other central
Functions and the various Global Businesses as well as with other
Group entities to verify that the transactions undertaken for the

bank’s own account or by our clients are consistent with the spirit
and letter of the tax laws (tax transparency principles).
Furthermore, it also monitors that the transfer pricing conditions
applied by other Group entities is properly justified and
documented.

Regulatory Compliance including Conduct

Following a number of conduct-related incidents and subsequent
financial penalties in the industry, there is an increased focus by
regulators on Conduct matters, such as the fair treatment of
customers and the adequate conduct on financial markets (thus
covering the market abuse framework).

The regulatory change environment also continues to be
challenging in 2018, with significant EU projects coming into force
and setting high standards for the industry. Following the UK's
decision to withdraw from the EU, HSBC adjusted its European
strategy to ensure the smoothest transition for our customers, as
well as our organisation. Compliance with regulatory standards
must be ensured in every step, both towards our internal and
external stakeholders (including HSBC's regulators).

Mitigating actions

In line with Group initiatives, and the Global Conduct Policy, HSBC
France has implemented the Conduct framework: the Conduct risk
is now managed in all Lines of Business as any other risk.

Regulatory Compliance provides oversight of the implementation
actions, with a focus on employee training, to address any item for
attention or possible delay in the application of the regulatory
requirements. We engage with internal and external stakeholders,
including our Regulators, as part of our role as Risk Stewards in
achieving HSBC's strategic priorities.

Financial crime risks

HSBC has no appetite to see its products being used to transform
the profits of crime and corruption into legitimate assets, to
finance terrorism or to transfer money to sanctioned countries or
individuals. The risk of financial crime remains a top risk for HSBC
which continuously reinforce their framework to detect and defer
all suspicious activities.

Mitigating actions

The framework is built to observe the letter and spirit of all
relevant laws, codes, rules, regulations and standards of good
market practice. These include those relating to financial crime
compliance such as Anti-Money Laundering (‘AML’), Counter
Terrorist and Proliferation Financing, Sanctions, Anti-Bribery and
Corruption ("AB&C’) and Fraud Prevention, with the following top
priorities:

e A suitable Customer Due Diligence ('CDD’) framework, which
incorporates Customer Identification and Verification ('ID&V’)
and Know Your Customer (‘KYC’) principles, as well as
Enhanced Due Diligence ('EDD’) on customers assessed as
higher risk, such as Politically Exposed Persons (‘PEPs’) in
senior positions, their relatives and close associates;

e A good Financial Crime Risk culture from the top management
to each single staff member, with regular training of employees
and contractors;

e A suitable Transaction Monitoring framework, designed to
monitor customer transactions for the purpose of identifying
suspicious activity to be reported to Tracfin;

e The suitable screening of customers, third parties and
transactions globally against the sanctions lists, with the
associated investigations being conducted in a reasonable
timeframe;
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e Ensure prohibition of business activity that HSBC believes may
violate applicable sanctions laws or HSBC's Global Sanctions
Policy;

e A suitable ‘AB&C’ framework compliant with the HBSC Group
policy and the requirements of the law Sapin 2 and the AFA;

e Appropriate Fraud prevention systems to deter and detect all
fraud attempts.

Climate change

HSBC is aware that climate change and transition to a low carbon
economy will generate climate risks in the short, medium and long
term. HSBC France also meets French regulatory requirements by
assessing its exposure to climate change risks.

Climate-related risks are divided into two major categories: (1)
risks related to the transition to a lower-carbon economy and (2)
risks related to the physical impacts of climate change, and will
materialise over different time horizons depending on the country
and the sector considered.

Transition risk, in the context of climate change, is the risk that the
ability of a customer/counterparty to meet its financial obligations
deteriorates as a consequence of the transition from a high-carbon
to a low-carbon economy. This transition could be driven by
policies and regulations, adoption of energy efficient technologies
and market changes.

Transition risk could manifest itself as lost revenues, declining
asset values, increased costs (including higher inputs cost,
investment in new technology, CO2 tax, regulatory related costs/
fines, legal claims) and by reputational risk.

HSBC may assume exposure to material climate-related risks
through lending or market dealing activities with companies which
have direct exposure to climate-related risks (e.g., fossil fuel
producers, intensive fossil fuel users, real estate owners, or
agricultural/food companies). The bank could also become subject
to reputational risk and litigation related to its financing activities
to CO2 intensive businesses. At the same time, as the markets for
low-carbon and energy-efficient alternatives grow, HSBC may
pursue opportunities with firms making investments in ‘green
assets’.

Mitigating actions

HSBC is developing risk policies and procedures consistent with
Group Risk Appetite to (1) protect the Group from climate change
risk and (2) enable business supporting a transition to a low
carbon economy.

It is developing processes to measure and report exposure
(defined as Cat A limits/outstanding) to (1) carbon intensive and (2)
low carbon business activities. Transition risk will be measured
and monitored by the client facing teams and the credit teams,
and exposure to Transition Risk will be reported to the RMM
including regular review of sensitive sectors/clients.

This process will help to align the Group's portfolio to a de-
carbonation scenario.

Internally driven

IT & Operational risk resilience risks

Apart from malicious activities, the bank’s IT systems are also
exposed to malfunction or breakdown risk, which would affect
HSBC France’s clients, operations or its ability to comply with
regulatory obligations.

Mitigating actions

HSBC France is implementing a regular data and software
migration programme onto new servers. In some instances, the
Bank decided to outsource some IT services to third party
companies whenever it is safer and more efficient. Finally, it must
be stressed that HSBC France is implementing a major
programme of IT systems upgrade, which is leading to the
complete overhaul and replacement of its current banking IT
infrastructure. The new system is being developed by a third party
undertaking.

People risks

The various transformation programs at HSBC France impact a
significant proportion of the bank’s staff which could create an
environment that certain staff may feel as complex and uncertain.
At a time where HSBC France's financial results may be
deteriorated compare to previous years due to low interest rates
and challenging times in Markets, this situation could potentially
lead to a decrease in staff engagement, increased sick leave and
unwanted staff turnover. In addition the current transformation
and increasing complexity of the bank industry make the skills and
competencies evolving in all Businesses and Functions. Staff have
to adapt themselves and to develop new competencies, which
could create a feeling of unsuitability for some of them.

Mitigating actions

In order to mitigate the above risks, HSBC France is making
regular and clear communications to all staff concerning the re-
organisations and projects in progress. The bank also monitors
with attention the workload and stress levels of its employees via
bi-annual surveys and adapted questionnaires for its executives
(‘Cadres a forfait jours’). Line managers are equally made aware of
this risk regularly and are encouraged to take appropriate action
when necessary. HSBC strategy focused on a 'Healthiest Human
System' and an efficient way of working in order to reduce the
risk; HSBC France has declined this strategy in a series of
collaborative workshops (“Boost ta bank"”) to collect feedbacks and
concrete action plans. In addition, HSBC France has deployed
specific learning courses (technical, management, soft skills) for
staff to develop new competencies and adapt themselves.

Execution risks

In order to deliver our strategic objectives and meet mandatory
regulatory requirements, it is important for HSBC to maintain a
strong focus on execution risk.

The different projects in progress at HSBC France could generate
conflicting priorities and conflicts vis-a-vis the allocation of
resources. This could impact on the management of each project,
its correct and timely completion and on the running of the bank
with possible consequences such as financial losses, reputational
damage or also regulatory sanctions.
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Mitigating actions

HSBC France provides the necessary means to manage its various
projects be they technical, financial or human. These are subject to
regular monitoring as part of the governance framework adapted
to the nature and complexity of the projects. The most important
projects are followed at the highest possible governance forums.

Finally, to strengthen the governance related to project a monthly
Oversight Project committee has been launched in the first
trimester of 2018.

Model risks

Within regulatory risks, model risk, a risk linked to the model
calculation of risk-weighted assets (‘RWA’), constitutes a specific
issue. First and foremost, regulatory requirements linked to
developing, validating and monitoring RWA models including
compliance issues, have substantially increased and require a
significant amount of upgrading with respect to data quality and
statistical work (in particular around the new requirement to
assess the performance of global models on the HSBC France
subset portfolio). Secondly, in the Eurozone, the ECB launched in
2017 a comprehensive programme to review, assess and, as far as
possible, harmonise both RWA models and theoretical approaches
and practical implantation for all banks under its direct
supervision. This programme, called Targeted Review of Internal
Models (‘TRIM’), will not conclude before 2019. Until then, it is
possible that many uncertainties will remain with respect to HSBC
France’s capacity to keep some of its internal models over the
long run or to have required or even necessary model upgrades
validated by the regulator. HSBC France is also subject to the
supervision of the UK regulator, the Prudential Regulation
Authority (‘PRA’) and the validation of its models requires
coordination, untested as yet, between the PRA, the ACPR and the
ECB, which certainly contributes to further uncertainty. A lack of
visibility on the future existence of the Joint Decision process
(between ECB and PRA) in the Brexit context is also to be noted.

Secondly, the Basel Committee of Banking Supervision finally
approved in December 2017 a package of reforms, applicable
gradually from 2022, which will limit the possible benefits of
internal models in terms of regulatory capital requirements. These
reforms concern inter alia the use of internal models for credit risk
as well as the establishment of a global capital floor calculated
using the regulatory requirements resulting from the use of the
standardised approach. The different modifications, which still
need to be transposed into European law, could lead to a
significant increase in the risk weighted assets (RWAs) of HSBC
France.

Taken together, against the backdrop of a volatile environment
(Brexit, new EBA definition of default, EBA guidelines on PD and
LGD definition), all these developments present for the bank a
serious risk of an increase in capital requirements, either because
its advanced internal models may be invalidated in the end and the
bank may be forced to return to ‘foundation’ models or even to the
‘standard’ method, or because the bank may have to include a
vast array of additional prudential adjustments (e.g. as a result of
on-site inspections), or adopt capital floors in its existing models.
Alternatively, capital requirements may also increase for the bank
following a change in regulatory RWA calculation incumbent on all
EU regulated banks.

Mitigating actions

To cope with these new constraints and to comply with the new
regulatory requirements, HSBC France is improving its internal
models and adjusting its corporate governance, in particular to
reflect the future HSBC France structure post-Brexit. To do so, the
bank is calling on specialist teams within HSBC Bank plc
whenever necessary. The internal validation of models, contingent
upon submission to the regulators, is carried out by an
independent and dedicated team from HSBC Group and meets
extremely strict standards, which are common to the rest of the
Group.

In addition, HSBC France is actively cooperating with the PRA and
the ECB on prioritisation of model submissions and is sharing the

submission stocktake regularly. A new policy covering model
notification requirements has been finalised to ensure alignment
with regulatory requirements. Finally, resources are being
mobilised to address additional regulatory requests (e.g. a project
has been set up to address the new EBA definition of default and
analysis is well underway).

Data management risks

HSBC France must ens