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Important notice and Forward-looking statements 

The information set out in this presentation and subsequent discussion does not constitute a public offer for the purposes of any 
applicable law or an offer to sell or solicitation of any offer to purchase any securities or other financial instruments or any 
recommendation in respect of such securities or instruments. 

This presentation and subsequent discussion may contain projections, estimates, forecasts, targets, opinions, prospects, results, returns 
and forward-looking statements with respect to the financial condition, results of operations, capital position and business of the Group 
(together, “forward-looking statements”). Any such forward-looking statements are not a reliable indicator of future performance, as they 
may involve significant assumptions and subjective judgements which may or may not prove to be correct and there can be no 
assurance that any of the matters set out in forward-looking statements are attainable, will actually occur or will be realised or are 
complete or accurate. Forward-looking statements are statements about the future and are inherently uncertain and generally based on 
stated or implied assumptions. The assumptions may prove to be incorrect and involve known and unknown risks, uncertainties, 
contingencies and other important factors, many of which are outside the control of the Group. Actual achievements, results, 
performance or other future events or conditions may differ materially from those stated, implied and/or reflected in any forward-looking 
statements due to a variety of risks, uncertainties and other factors (including without limitation those which are referable to general 
market conditions or regulatory changes). Any such forward-looking statements are based on the beliefs, expectations and opinions of 
the Group at the date the statements are made, and the Group does not assume, and hereby disclaims, any obligation or duty to update 
them if circumstances or management’s beliefs, expectations or opinions should change. For these reasons, recipients should not place 
reliance on, and are cautioned about relying on, any forward-looking statements. Additional detailed information concerning important 
factors that could cause actual results to differ materially is available in our Annual Report on Form 20-F for the year ended December 
31, 2014 filed ith the SEC, including the section entitled “Risk Factors” on pages 111a through 111k and Note 40 (Legal proceedings and 
regulatory matters) to the consolidated financial statements included therein on pages 446 through 455, and the section entitled “Risk 
Factors” in the prospectus and preliminary prospectus supplement for the offering of the Securities, each of which is available on the 
SEC’s website at http://www.sec.gov. 

This presentation contains non-GAAP financial information. The primary non-GAAP financial measure we use is ‘adjusted performance’ 
which is computed by adjusting reported results for the year-on-year effects of foreign currency translation differences and significant 
items which distort year-on-year comparisons. Significant items are those items which management and investors would ordinarily 
identify and consider separately when assessing performance in order to better understand the underlying trends in the business. 
Reconciliation of non-GAAP financial measures to the most directly comparable measures under GAAP is provided in the ‘reconciliations 
of non-GAAP financial measures’ supplement available at www.hsbc.com. 
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Disclaimer 

This presentation has been produced by HSBC Holdings plc (“HSBC”) solely for use at this presentation held in 
connection with the offering of the Securities and may not be reproduced or redistributed, in whole or in part, to any 
other person. HSBC has filed with the SEC a registration statement (including a prospectus) and a preliminary 
prospectus supplement for the offering of the Securities. Before you invest in the Securities, you should read the 
prospectus and the preliminary prospectus supplement, each of which are available on the SEC’s website at 
http://www.sec.gov. 

This communication is only being distributed to and is only directed at (i) persons who are outside the United 
Kingdom or (ii) investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (the “Order”) or (iii) high net worth companies, and other persons to whom it may 
lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being referred to 
as “relevant persons”).  The Securities are only available to, and any invitation, offer or agreement to subscribe, 
purchase or otherwise acquire such Securities will be engaged in only with, relevant persons.  Any person who is not 
a relevant person should not act or rely on this document or any of its contents. 
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Disclaimer (continued) 

The Securities are complex financial instruments and are not a suitable or appropriate investment for all investors. In some jurisdictions, 
regulatory authorities have adopted or published laws, regulations or guidance with respect to the offer or sale of securities such as the 
Securities to retail investors. In particular, in August 2014, the United Kingdom Financial Conduct Authority (the "FCA") published the 
Temporary Marketing Restriction (Contingent Convertible Securities) Instrument 2014 (as amended or replaced from time to time, the 
"TMR") which took effect on 1 October 2014. Under the rules set out in the TMR (as amended or replaced from time to time, the "TMR 
Rules"), certain contingent write-down or convertible securities, such as the Securities, must not be sold to retail clients in the EEA and 
nothing may be done that would or might result in the buying of such securities or the holding of a beneficial interest in such securities by 
a retail client in the EEA (in each case within the meaning of the TMR Rules), other than in accordance with the limited exemptions set 
out in the TMR Rules. HSBC and each underwriter is required to comply with the TMR Rules. By purchasing, or making or accepting an 
offer to purchase, any Securities from HSBC and/or any underwriter, each prospective investor represents, warrants and undertakes to 
us and each of the relevant underwriters that: (a) it is not a retail client in the EEA (as defined in the TMR Rules); (b) it will not sell or offer 
the Securities to retail clients in the EEA or do anything (including the distribution of this prospectus supplement or the accompanying 
prospectus) that would or might result in the buying of the Securities or the holding of a beneficial interest in the Securities by a retail 
client in the EEA (in each case within the meaning of the TMR Rules), other than (i) in relation to any sale of or offer to sell Securities to a 
retail client in or resident in the United Kingdom, in circumstances that do not and will not give rise to a contravention of the TMR Rules 
by any person and/or (ii) in relation to any sale of or offer to sell Securities to a retail client in any EEA member state other than the 
United Kingdom, where (1) it has conducted an assessment and concluded that the relevant retail client understands the risks of an 
investment in the Securities and is able to bear the potential losses involved in an investment in the Securities and (2) it has at all times 
acted in relation to such sale or offer in compliance with MiFID to the extent it applies to it or, to the extent MiFID does not apply to it, in a 
manner which would be in compliance with MiFID if it were to apply to it; and (c) it will at all times comply with all applicable laws, 
regulations and regulatory guidance (whether inside or outside the EEA) relating to the promotion, offering, distribution and/or sale of the 
Securities, including any such laws, regulations and regulatory guidance relating to determining the appropriateness and/or suitability of 
an investment in the Securities by investors in any relevant jurisdiction. Where acting as agent on behalf of a disclosed or undisclosed 
client when purchasing, or making or accepting an offer to purchase, any Securities from HSBC or any underwriter, the foregoing 
representations, warranties, agreements and undertakings will be given by and be binding upon both the agent and its underlying client. 
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Assuming a 12-13% CET1 ratio (end point basis): 
· Return on Equity  >10% 
· Adjusted2 jaws   Positive 
· Dividend   Progressive3 

Strategy 
An unrivalled global position and platform for growth 

· A leading international bank with a presence in 73 countries and territories 
· Balanced global business model with universal banks in key global geographies 
· Strong capital position and resilient results in 2014 

HSBC 
today 

· World economy shifting to Asia, Latin America and Middle East and North Africa1 

· Unique international franchise to support economic development and facilitate 
global trade and capital flows 

· Difficult to replicate global position 

Unrivalled 
global 
position 

· Grow business and dividends capitalising on our global platform 
· Implement Global Standards and increase quality of earnings 
· Further streamline processes and procedures to create capacity for growth 

2014-16: 
Strategic 
priorities 

Financial 
targets 

The HSBC Group 

1. Based on HSBC analysis on Global Insights data and HSBC Global Research – The world in 2050 (JAN12) 
2. Excludes currency translation and significant items 
3. Progression of dividends should be consistent with the growth of the overall profitability of the Group and is predicated on the ability to meet all capital requirements in a timely manner 
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Strong profit generation 
FY14 

18.7 

2.5 

(41.2) 

(3.9) 

61.2 

0 10 20 30 40 50 60

Consolidated statement of income1,2 

The HSBC Group 

Revenue3 

Loan 
impairment 
charges 

Operating 
expenses 

Profit 
before tax 

USDbn 

Associates4 

1. Source: HSBC Holdings plc Annual Report and Accounts 2014 
2. On a reported basis 
3. Net Operating Income before loan impairment charges and other credit risk provisions 
4. Share of profit in associates and joint ventures 
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Assets managed 
by Balance Sheet 

Management2 

Loans to 
customers Trading 

assets 

Reverse 
Repos3,4 

Derivatives 

Insurance 

Other4 

Conservative Balance Sheet1 
31 December 2014 

Equity 
Debt 

securities5 

Customer 
accounts 

Trading 
liabilities6 

Repos 

Derivatives 

Other6 

The HSBC Group 

Total 
USD2.6trn 

Assets 

Liabilities 
and equity 

1. Source: HSBC Holdings plc Annual Report and Accounts 2014 
2. These primarily include financial investments, cash and balances at central banks and reverse repurchase agreements – non-trading 
3. Reverse repurchase agreements – non-trading. Excludes agreements managed by Balance Sheet Management 
4. Excludes some assets managed by Balance Sheet Management. Excludes Insurance in Other 
5. Includes all Debt securities in issue, Subordinated liabilities and Preferred securities 
6. Excludes Debt securities in issue and Other debt securities in issue 
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10.9 

1.0 

(0.6) 

(0.6) 

(0.4) 

0.8 11.1 

31 December 2013 Profit for the period
(including regulatory

adjustments)

Dividends
net of scrip

Corporate lending
growth

Regulatory change:
LGD Floors

Management initiatives 31 December 2014
4 

1. Source: HSBC Holdings plc Annual Results 2014: Presentation to Investors and Analysts 
2. This includes dividends on ordinary shares, quarterly dividends on preference shares and coupons on capital securities, classified as equity 
3. This includes the 2014 fourth interim dividend net of planned scrip 
4. This includes legacy reductions and run-off, portfolio and entity disposals and initiatives with respect to risk weighted assets (‘RWAs’)  

Growing equity base driven by retained earnings 
With strong and increasing capital ratios  

The HSBC Group 

Common equity tier 1 ratio (end-point) movement (%)1 

USDbn 

2,3 
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Future Regulatory Capital Developments 
The HSBC Group 

Notes: 
1. The Capital Conservation Buffer (CCB) will be 2.5%. The Countercyclical Capital Buffer (CCyB) is currently 0% and is dependent on the buffer rates set by regulators applicable at the time. The G-SII buffer rate is still to be 

confirmed by the PRA – we currently assume a 2.5% G-SII buffer. The Systemic Risk Buffer has not yet been set – it is to be applied to the ring fenced bank from January 2019; if applied at the group level, we expect the higher of 
the G-SII and Systemic Risk buffer to apply. Sectoral Capital Requirements (SCR) are currently not deployed in the UK. The requirements for G-SII, SCR and CCyB are subject to change, dependent on circumstances at the time 

2. Pillar 2A guidance is a point in time assessment of the amount of capital the PRA consider the bank should hold, to meet the overall financial adequacy rule and is subject to change, pending periodic assessment and supervisory 
review process; Individual Capital Guidance (‘ICG’) was recently revised and a total Pillar 2A of 2% of RWAs is in effect from February 2015, of which 1.1% (56% of total P2A) is to be met with CET1 capital 

3. As per CP1/15 (under consultation), to the extent there is duplication of risks being covered, the PRA buffer would be offset by some of the CRD IV buffers – namely, the G-SII and CCB. The risk management and governance 
scalar, if implemented and where applicable, would not be allowed to offset 

4.5 

1.1 

5.0 

2019 end point

10.6 

11.1% CET1 ratio at  
31 Dec 2014 (end-point) 
 

CCB+G-SII1 

Pillar 2A (56% CET1)2 

CET1 CRD IV minimum 

§ We exceed known, quantifiable, CET1 regulatory 
requirements on an end point basis (10.6%) 

§ Inherent uncertainty will be a continuing feature of the 
regulatory capital framework, particularly due to time-
varying elements 

– Countercyclical Capital Buffer (CCyB) 

– Hong Kong CCyB rate of 0.625% from January 
2016, possibly up to 2.5% over time  

– Impact on Group weighted average CCyB rate is 
currently estimated as not significant  

– Pillar 2, including the PRA buffer3 

– Potential for Sectoral Capital Requirements  

§ Proposals for a revised RWA framework and related capital 
floors – under consultation 

 

Required common equity tier 1 ratio, %  

Regulatory 
uncertainty 
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In overview 
Targeted at institutional investors: minimum denominations $200,000 

Item Details 

Issuer HSBC Holdings plc 

Distributions Non-cumulative, discretionary, payable semi-annually 
[%] fixed with Reset on the 1st call date, and every 5-years thereafter 

Distribution cancellation Mandatory if insufficient distributable items or insolvency 

Maturity Perpetual 

Redemption at par1 On any coupon reset date, or  
Loss of: tax deductibility on change of law; or full loss of capital eligibility 

Loss absorption 7% CET12 ratio,  
Conversion into ordinary shares at USD equivalent of GBP2.70 per share 

Listing Irish Stock Exchange (Global Exchange Market) 

Governing law State of New York except subordination provisions (English Law) 

Bail in Statutory UK bail in powers  

HSBC’s Perpetual Subordinated Contingent Convertible Securities 

1. In all cases subject to HSBC Holdings having obtained the prior permission of the UK Prudential Regulatory Authority 
2. HSBC Holdings plc consolidated CET 1 ratio as measured on an end-point basis  
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Mitigating the key risks 
 

Item Details 

Distributable items USD48.9bn at 31 Dec 14 

Distributions -  
priority intention 

“It is the current intention of our board of directors to take into account the 
relative ranking in our capital structure of our ordinary shares and 
outstanding additional Tier 1 securities whenever exercising its discretion 
to declare dividends on the former or to cancel interest on the latter. 
However, our board of directors may depart from this policy at any time in 
its sole discretion.”                                                                         Prospectus   

Capital buffers “We place great importance on our ability to maintain and grow 
distributions to our investors derived from business profit generation. It 
remains our intention to maintain a buffer above regulatory minimum 
requirements.”                                    HSBC’s 2014 Interim results call with analysts 

CET1 ratio USD47.8bn buffer to trigger at 31 Dec 14 

Conversion Price GBP2.70 per share - 10-year low 

Maturity Callable - subject to regulatory approval 

HSBC’s Perpetual Subordinated Contingent Convertible Securities 



Conclusions 
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Assuming a 12-13% CET1 ratio (end point basis): 
· Return on Equity  >10% 
· Adjusted1 jaws  Positive 
· Dividend  Progressive2 

HSBC’s Perpetual Subordinated Contingent Convertible Securities 
Investment case  

· Grow business and dividends  
· Implement Global Standards  
· Streamline processes and procedures 

Clear 
strategy 

“Our approach to managing Group capital is designed to ensure that we exceed 
current regulatory requirements and that we respect the payment priority of our 
capital providers.”                                      HSBC Holdings 2014 Annual Report and Accounts 

Clear 
financial 
targets 

· Investor-friendly capital management history 
· USD49bn distributable items 
· USD48bn buffer to trigger 

Attractive 
issuer 

Capital 
Management  

Conclusions 

1. Excludes currency translation and significant items 
2. Progression of dividends should be consistent with the growth of the overall profitability of the Group and is predicated on the ability to meet all capital requirements in a timely manner 
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