o 'HSBC Overseas Holdmgs

- (UK) Limited

,4.Rg stration No:1656361

. Annual Report and Financial Statements for the year ended

31 December 2022

OOOOOOOOOOOOOO



HSBC Overseas Holdings (UK) Limited

Annual Report and Fmancnal Statements for the year ended
31 December 2022

Contents

3.
o
(-]
®

Strategic Report "

Report of the Directors

Independent auditors’ report to the members of HSBC Overseas Holdings (UK) Limited
Income statement

Statement of comprehensive income

Balance sheet
Statement of cash flows

Statement of changes in equity

[ [ ..
IN I-l lO 1D 100 is |lem (1 |l=a

Notes on the financial statements .




. HSBC Overseas Holdings (UK) Limited

Strategic Report

Principal activities

HSBC Overseas Holdings (UK) Limited (‘the Company’) is domiciled and incorporated in England and Wales as a pnvate company, limited
by shares. Its trading address is 8 Canada Square, London E14 5HQ, United Kingdom.

During the year ended 31 December 2022 HSBC Overseas Holdings (UK) Limited continued to be an investment holdlng company:
Review of the Company’s busmess

The business is funded principally by its parent, HSBC Holdings ple:

-The reserves available for distribution as at 31 December 202_2 yvere $4,652m (2021: $5,318m).
Dividends of $3,832m were declared and paid during the year (2021: $2,085m).
Performance '

The performance and position of the Company for the year ended 31 December 2022 and the state of the Company's fmanaal affairs at
that date are set out on pages 7 to 27.

The net asset value of the Company as at 31 December 2022 was $26,486m (2021: $27 147m).

The results of the Company show a profit before tax of $3,201 m for the yéar (2021: $1,752m). This is primarily driven by reversal of
impairment on investment in HSBC North America Holdings:Inc (HNAH) of $2,495m during the year.

-

On 29 November 2022, the Company entered into an agreement for the planned sale of its banking business in Canada ('HSBC Bank -
Canada') to Royal Bank of Canada {('RBC’)-under which RBC will.acquire 100% of the issued common equity of HSBC Bank Canada for a
base cash'consideration of CAD13.5bn. In addition, RBC will acquire all the preferred shares and the outstanding subordinated debt
issued by HSBC Bank Canada. An estimated gain on sale of $3.7bn will be recognised on completion of the transaction, which was
originally expected to complete in late 2023 (subject to regulatory and governmental approvals). As at 31 December 2022, the
investments in HSBC Bank Canada were classified as held for sale in accordance with IFRS 5. We now expect the transactlon to
complete in the first quarter of 2024 and continue to classify the investments as held for sale.

The Company received the following dividends from other Group undertakings :

2022 2021
$'000 $'000
Dividends from ordinary shares :
HSBC Software Development (Guangdong) Limited . : 60,253 . . 50,152
HSBC Insurance (Bermuda) Limited i . 170,000 -
HSBC Bank Bermuda Limited - . ‘ . - . 170,000 132,000 -
HSBC Bank Canada ] . . 298,476 347,072
. ) : 698,729 . 529,224
Dividends from preference shares . .
HSBC North America Holdings Inc. . ) © 111,933 132,307
HSBC Bank Canada i C 39,497 36,197
151,430 ' 168,504

Section 172 statement

Section 172 of the Companies Act 2006 requires a directors of a company to act in the way they ¢onsider, in good faith, would be most
likely to promote the success of the Company for the benefit of its members as a whole. In doing this, section 172 requires directors to
have regard, amongst other matters to: the Ilkely consequences of any decision in the long term; the interests of the company's

- employees; the need to foster the company's business relationships with suppliers, customers and others; the impact of the company's
operations on the community- and the environment; the desirability of the company maintaining a reputation for high standards of
business conduct; and the need to act fairly as between members of the company.

- As’a Group, HSBC considers its stakeholders to be the people who work for us, bank with us, own us, regulate us and live in the societies
we serve. The Board recognises that building strong relationships with our stakeholders will help us to deliver our strategy in line with our
long-term values, and . operate the business in a sustainable way.

As a non-tradmg, intermediate investment company, the principal stakeholder of the Company is the Company s parent entity. The
principal decisions taken by the company during the year were: :

¢ The Company entered into an agreement for the planned sale of its banking busmess HSBC Bank Canada (HBCA) to Royal Bank of
Canada with an estimated gain on sale of $3.7bn to be recognised on completion of transaction in the first quarter of 2024.

e The Company declared and paid dividends of $3.8bn during 2022 to its holding company.

In making the decisions, the Board took into consideration the long-term interests of the Company and the interests of the Group as a
whole. For the dividends, the consideration included the profits ava||able for dlstnbutlon the dividend policy and the capital position.”

Stakeholder engagement .

The Board understands the importance of effective engagement with all of its stakeholders to the long-term success of the Company. For
further information on the Company’s key stakeholders and the manner in which the Board takes their interests into consideration when
making decisions, see the section 172 statement, above. .




HSBC Overseas Holdings (UK) Limited

Key performance indicators

As the Company is managed as part of HSBC Group. there are no key performance indicators that are specnﬁc to the Company The'key
performance indicators are included in the annual report of HSBC Holdings plc. Ongoing review of the performance of the Company i is
carried-out by monrtorlng the subsidiary performance, including cash flows to and from each subsidiary.

Principal rlsks and uncertainties

The financial risk management objectives and policies of the Company, together wrth an analysus of the exposure to such risks are set out
in Note 22 on the financial statements. .

The Company has entered into FX forwards to hedge the risk of adverse changes in CADJUSD exchange rates on the expected cash
consideration of CAD13.5bn'to be received from the plannedrsale of its banking business in Canada (please see Note 8 Derlvatuves to
the financial statements).

Being an investment-holding company, the Company is also subject to the nsks of the performance of its subsidiaries which could result ‘
in impairment of these investments. The Company s accounting pollcy for |mpa|rment of investments in subsidiaries is set out in Note
.1.2(b} on the Financial Statements.

The Company's exposures ‘to liquidity and market risks are limited due to the nature of its busmess which is predommantly investing in’
or fmancmg of group companres These transactlons are generally funded by way of caputal or debt obtained from the parent Company.

On behalf of the Board

A@W

. J Blnqham
Director

29 June 2023

Registered Office
8 Canada Square
London

E14 5HQ -

United Kingdom




HSBC Overseas Holdings (UK) Limited

Report of the Directors
Dlrectors .

The D|rectors of the Company who were in office durmg the year and up to the date of signing the financial statements were as follows:

Name . . : Appointed
J Bingham . ) - . : 1 July 2020
RBoyns 1 July 2020
Braulio N Villela ) ) 29 July 2021

The Articles of Association of the Company contain a qualifying third-party indemnity provision, which entitles Directors and other
officers to be indemnified out of the assets of the Company against claims from third parties in respect of certain liabilities arising in
connection with the performance of their functions, in accordance with the provisions of the UK Companies Act 2006. Indemnity -
provisions of this nature have been in place during the financial year and up to the date of approval of the financial statements but have
not been utlhsed by the Directors: Addmonally, all Directors have the benefit of Directors’ and officers’ liability insurance.

Dividends '
Dividends of $3,832m were declared and paid during the year (2021: $2, 085m).
Slgmflcant events since the end of the financial year

In November 2022 we announced the planned sale of our banking business in'Canada whlch was orlglnally expected to complete in late
2023 (subject to regulatory and governmental approvals). As at 31 December 2022, the investments in HSBC Bank Canada were
classified as held for sale in accordance with IFRS 5. We now expect the transaction to complete in the f|rst quarter of 2024 and continue
to classify the investments as held for sale.

In relation to the hedging arrangements to mitigate the foreign exchange risk on the consideration of CAD13.5bn in relation to the
planned sale of the banking business in Canada, post year end we transacted deal contingent overlays for CAD6bn and converted
CAD3bn of the CADSbn designated in a qualifying fair value hedging relationship to deal contingent FX forwards. Currently we have
CAD7.5bn deal contingent FX forwards, CAD6bn designated in a qualifying fair value hedging relationship and CAD6bn deal contingent
overlays. This hedging arrangement is intended to protect the Company from potential losses on the FX hedges in the event thatthe
planned sale does not complete. .

The Company received ordinary dnwdends from HSBC Bermuda Bank Limited ($74m)

The Company received preference dividends: from HSBC North America Holdings Inc.($56m) and HSBC Bank Canada ($28m)
The Company paid preference dividends of $4.6m to HSBC Holdings plc. | .

- No other significant events affecting the Company have occurréd since the end of the financial year.

Future developments ,

No change in the Company s activities is expected

Going concern basis

The financial statements are prepared on a'going concern basis, as the Directors are satisfied that the Company has the resources to
continue in business for the foreseeable future. In making this assessment, the Directors have considered a wide range of information

. relating to present and future conditions, including future projections of profitability, cash flows, capital requirements and capital
resources. '

Fmanclal risk management

The fmancnal risk management objectives and pohcues of the Company, together with an analysis of the exposure to such risks, are. set
out in Note 22 of the Notes on the financial statements.

Capital management

The Company is not subject to externally imposed capital reqmrements and is dependent on the HSBC Group to provnde necessary capital
resources which are therefore managed on a group basis.

The Company defines capital as total shareholders’ equity. It is the Company's objective to maintain a strong capital base to suoport the
development of its business and to meet regulatory capital requnrements at all times. There were no changes to the Company's approach
“to capltal management during the year.

Corporate governance statement . ’ : ' . -

The Company is, together with the wider HSBC Group, committed to high standards of corporate governance. The HSBC Group has a-
comprehensive range of principles, policies and procedures influenced by the UK Corporate Governance Code with requirements in
respect of Board independence, composition and effectiveness to ensure that the Group is well managed, with appropriate oversight and
control. These governance requirements surpass those of the alternative governance codes, as such the Company-did not apply any -
specific corporate governance code during the financial year.

During the year, the Company complled with all of HSBC’ s corporate governance principles, policies and procedures
Independent auditors

Pursuant to section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and PricewaterhouseCoopers LLP
("PwC’) will therefore continue in office.




HSBC Overseas Holdings (UK) Limited

Statement of directors’ responsnbllltles in respect of the fmanclal statements

The Directors are responsible for preparing the Annua/ Report and Financial Statements in accordance with appllcable law and
regulations. .

Company law requires the Dlrcctor.. to prepare financial statements for cach financial year. Under that Iaw the Directars have prepared
the financial statements in accordance with UK-adopted international accounting standards:.

Under company law the Directors must not approve the financial ctatemente unlese they are satisfied that they give a true and fair view:
of the state of affairs of the company and of the profit or loss for that penod In preparing these financial statements, the Dlrectors are
required to: . .

= acloct suitable acoounting policioc and thon apply thom. consistently; )
* make judgements and accounting estimates that are reasonable and prudent;

* state whether applicable UK-adopted international accounting standards have been followed, subject to any material departures

" disclosed and explained in the fmancnal statements and .

* prepare the fmanmal statements on a going concern basis unless itis mappropnate to presume that the Company WI|| contmue in
business. .

The Directors are’also respon5|ble for safeguardmg the assets of the Company and hence for taklng reasonable steps for the prevention -
and detection of fraud and other irregularities.

The Directors are respons1ble for keeping adequate accounting records that are sufficient to show and explain the Company‘s
transactions, and disclose with reasonable accuracy at any time the fmanc:al position of the Company and enable them to ensure that the
financial statements comply with the Companies Act 2006. :

. Directors' confirmations

* In accordance with section 418 of the Companies Act 20086, the Directors’ report mcludes a statement In the case of each Director in
office as at the date the Report of the Directors is approved, that:
» so far as the Director is aware, there is no relevant audit information of which the Company s audltors are unaware; and

. they have taken all the steps they ought to have taken as a Director in order to make themselves aware of any relevant audit
information and to estabhsh that the Company's auditors are aware of that information.

On behalf of the Board

J Bingham
Director
29 June 2023

Registered Office
8 Canada Square
London E14 5HQ
United Kingdom




" HSBC Overseas Holdi_an*(UK) Limited

‘Independent audltors report to the members of HSBC Overseas
Holdings (UK) Limited

Report on the audit of the financial statements
Opinion ' )
In our opinion, HSBC Overseas Holdings (UK) Limited's financial statements:

" a. give-a true and fair view of the state of the company’s affairs as at 31 December 2022 and of its profit.and cash flows for the year
then ended; . .

b. have been properly prepared in accordance with UK—adopted international accounting standards; and
c. have been prepared in accordance with the requlrements of the Compames Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual Heport") which
comprise: the balance sheet as at 31. December 2022; the income statement, the statement of comprehensive income, the statement of
cash flows and the statement of changes in equity for the year then ended; and the notes to the financial statements which include a
description of the significant accounting policies.

Basis of opmlon - N

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law. Our
responsibilities under ISAs (UK} are further described in the Auditors' responsibilities for the audit of the financial statements section of
our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our oplnnon

Independence

We remained |ndependent of the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. .

" Conclusions relating to going concern

Based on the work we have performed we have not identified any material uncertainties relating to events or conditions that, mdlvudually
or collectively, may cast significant doubt on the company’s ability to continue as a going concern for a period of at least twelve months
from when the finaricial statements are authorised. for issue.

.In audmng the financial statements, we have concluded that the directors’ use of the going concern basis of accounting in the
preparation of the financial statements is appropriate.

However, because not all future events or conditions can be predicted, this conclusmn is not a guarantee as to the company s ability to-
continue as a gomg concern.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this
report.

Reportlng on other |nformat|on

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’ report
thereon. The directors are responsible for the other information. Our opinion on the financial statements does not cover the other
information and, accordingly, we do not express an audit opinion or, except to the extent otherwuse exphcntly stated in this report, any
form of assurance thereon. . .

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, con5|der
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or

- otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement, we are required-
to perform procedures to conclude whether there is a material misstatement of the financial statements or a material misstatement of the
other information. If, based on the work we have performed we conclude that there is a material misstatement of this other mformatlon
we are required to report that fact. We have nothing to report based on these responsmllut'es

~ With respect to the Strategic report and Report of the Directors, we also considered whether the dnsclosures required by the UK
Companies Act 2006 have been |nc|uded B
Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain opinions and matters
as described below.

Strateglc Report and Report of the Directors

In our opinion, based on the work undertaken in the course of the audit, “the information given in the Strategic report and Report of the
Dlrectors for the year ended 31 December 2022 is conwstent with the fmancnal statements and has been prepared in accordance with
applicable legal requirements. ]

In light of the knowledge and understandmg of the company and its environment obtained i in the course of the audit, we did not identify
any material misstatements in the Strategic report and Report of the Directors.




"HSBC Overseas Holdings-(UK) Limited

Responsibilities for the financial statements and the audit
Responstbllmes of the directors for the financial statements

" As explained more fully in the Statement of Directors' responsibilities in respect of the financial statements the directors are responsmle

- for the preparation of the financial statements in accordance with the applicable framework and for being satisfied that they give a true

“and fair view. The directors are also responsible for such internal control as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error. .

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going concern,
disclosing, as apphcab!e matters related to going concern and using the going concern basis of accounting unless the d|rectors either
intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

. Auditors’ responsibilities for the audit of the financial statements

QOur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.

Irregularities, mcludmg fraud, are instances of non-compliance with laws and regulatlons We design procedures in line with our
_responsibilities, outlined above, to detect material misstatements in respect of irregularities, |nclud|ng fraud. The extent.to which our
procedures are capable of detecting irregularities, including fraud, is detailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws and
regulations related to UK tax legislation, and wé considered the extent to which non-compliance might have a material effect on the
financial statements. We also considered those laws and regulations that have a direct impact on the financial statements such as .
Companies Act 2006. We evaluated management’s incentives and opportunities for fraudulent manipulation of the financial statements
(including the risk of override of controls), and determined that the principal risks were related to posting inappropriate journal entries
and management bias in accounting estimates. Audit procedures performed by the engagement team included:

« Identifying and testing journal entries posted that have greater risk of fraud such as those featuring unexpected account
combinations, journals prepared and approved by the same users, jourhals created by unexpected users and journals featunng
unusual words. We also incorporated an element of unpredlctablllty into our testing.

o’ challenging estimates and judgements made by management in their accounting estimates;
* reviewing minutes of meetings of those charged with governance; and ,'
* review of the financial statement dlsclosures to underlying supporting documentatlon

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of non-

compliance with laws and regulations that are not closely related to events and transactions reflected in the financial statements. Also,

the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud
 may involve deliberate concealment by, for example, forgery or intentional misrepresentations, or through collusion.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at: www. frc org.uk/
auditors responsibilities. This description forms part of our auditors’ report. ) .

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with Chapter 3
of Part 16 of the Companies Act 2006 and for'no other purpose. We do not, in giving these opinions, accept or assume responsibility for
any other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by
our pnor consent in writing.

Other required reporting

N

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
« - we have not obtained all thé information and explanatlons we require for our audit; or

* adequate accounting records.have not been kept by the Company, or returns adequate for our audit have not been received from
branches not visited by us; or .

* certain disclosures of directors’ remuneration specified by law are not made; or
* the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.-

ﬁou‘v Lawwrence

Timothy Lawrence (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

29 June 2023




HSBC Overseas Holdings (UK) Limited

Financial statements

' Income statement for the year ended 31 ‘De(:e'mber 2022 '

2022 2021
Notes $'000 $'000
Interest income ) 8,005 -~
Interest expense 23 (457,384) (412,458)
Net interest expense (449,379), (412,458}
Net incomce from financial instruments held for tradmg or managed on a fair value basis 2 {21,752); © o (952)
Changes in fair value of long-term debt 2 993,928 . 292,244
Changes in fair value of other financial instruments mandatonly measured at fa:r value through profut orloss 2 {665,641) 22,023 ..
Gains less losses from investments in subsidiaries " 37,081 -~
Dividend income 253 850,159 697,728
" Net operating incomc before loan impairment charges and other credit risk provision | . 744,396 . 598.585
" Net operating income . 744,396 ¢ 598,585
General and'administrative expenses (3,465) | (44
Net reversal of impairment of subsidiaries 5 2,460,493 1,153,860
" Total operating (expense)/income 2,457,028 1,153,816.
Operating profit 3,201,424 1,752,401
Profit before tax 3,201,424 1,752,401
Tax credit/(expense) 6 6,802 (15,238)
Profit for the year ' 3,208,226 .

1,737,163




HSBC Overseas Holdings (UK) Limited

Statement of (:ombr,ehensive inco'mé for the year ended- 31 December 2022

. 202.2 . ' 2021

. . . . . - $'000 . $'000

Profit for the year - i ' . - 3,208,226 1,737,163
items that will not be reclassified subsequently to profit or loss . K ) ) :
- fair value losses ’ - : . ) . L (27 . (10)

Other comprehensive expense for the year, net of.tax L ) : : L (2D, ) {10}
Total pret ive i for the year T o . 3,208,199 ©1,737.153




HSBC Overseas Holdings (UK) Limited

Balance sheet at 31 December 2022

Registration No: 1656361

2022

2021,
. Notes $'000 $'000

Assets . o
Cash and cash equivalents 322,870 1,266,757
Derivatives 8 24,818 -
Financial assets designated and otherwise mandatorily measured at fair value through profit or loss 2 8,315,673 10,756,404,
Financial investments 2 29
Prepayments, accrued income and other assets 13 79,185, 84,210
Current tax assets 6 16,047 11,231 °
Investments in subsidiaries. %5 20,918,732 27,973,228

- Assets held for sale 4 7,870,042 . -
Total assets - 37,547,369 . 40,091,859
Liabilities and equity .
Liabilities .
Loans from other Group undenaklngs 16 2,827,327 4,191,328
Financial liabilities designated at'fair value 17, 8,062,040 8,671,740
Derivatives 8 84,376 —

Accruals, deferred income and other liabilities 8 ' 84,086 67,713
Deferred tax liabilities 7 3,749 . .14,384
Total liabilities 11,061,578 12,945,165
Equity
Called up share capital 20 1 1
Share premium account 21,639,879 21,639,879
Other equity instruments 20 ' 188,743 188,743
Other reserves’ 978,807 1,690,103
Retained earnings 3,678,361 3,627,968
Total equity . 26,485,791 27,146,694
Total liabilities and equuty 37,547,369 . 40,091,859

: The financial statements and its accompanymg notes on pages 12 to 27 were approved by the Board of Durectors on 29 June 2023 and

signed on its behalf by

J Bingham
Director




HSBC Overseas Holdings (UK) Limited

Statement of cash flowé for the year ended 31 December 2022

Dividends received

. 2022 2021
Notes . $'000 $'000
Cash flows from operatmg actlvmes ! )
Profit.before tax 3,201,424 : 1,752,401
Adjustments for: -
Non-cash items included in profit before tax .
- Impairment (reversal)/charge of investment in sub5|d|ar|es 15 {2,460,493) (1,153,860}
- Fair value movements ' 30,343 15,255
Change in operating assets
- Change in prepayment, accrued income and other assets -~ ‘(17,051) 32,091
- Change in derivative assets k:] . {24,818) —
Change in operating liabilities - - <
- Change in accruals, deferred income and other llabllmes 16,373 (31,191)
- Change in derivative liabilities '8 84,376 —
Net {gain) from investing activities {37,081) —
Foreign Exchange movements on investments (held for sale) {37,705) -
Tax credit received ' 13,425 9,764
Net cash generated from operatmg actlvmes . 768,793 624,460
Cash flows from investing activities . ) .
-Nct loans and advances from other Group undertakings de"lgnatod and.othorwiso mandatonly measured at fair valug . 625,000 1,350,000
Net cash inflow /(outflow) from investments in subsidiaries 8 - (1,336,891)
Repayment of Capital from Subsidiaries 2,468,422 2,758,667
Net cash generated from investing activities 3,093,422, 2,771,776
Cash flows from financing activities i -
Loans repayments to other Group undertakings 16 {1,312,000) {2,200,000)
Loans from other Group undertakings designated at fair value 7 375,000, . 250,000
Capital Contribution = 1,336,891
Dividends paid (3.832,021) (2,084,836)
Foreign exchange realised loss on capital repaymem {37,081) -
Net cash used in financing activities . (4,806,102) {2,697,945)
Net (decrease)/increase in cash and cash equivalents co. . . S {943,887) 698,291
Cash and cash equivalents as at 1 January ’ i 1,266,757 568,466.
Cash and cash equivalents as at 31 December 322,870 1,266,757
. Cash and cash equivalents comprise R
Cash at bank with HSBC Group undertakings 322,870 - 1,266,757
Interest and dividend received/paid
: ’ 2022 2021
. $'000 -$000
__Interest and dividends .
Interest paid . {444.481)- (443,637)
Interést received 351,065 367,120
839

703.068

.10



HSBC Overseas Holdings (UK) Limited

Statement of changes in equity for the year ended 31 December 2022

Other reserves

X Financial
: assets at Capital
Called up Share Other equity Retained FVOCi1  contribution .
share i }‘. i instr eamings reserve reserve- Total equity
$'000 $'000 $'000 $'000 $'000 $'000 $'000

At 1 Jan 2022 1 21,639,879 188,743 3,627,968 - {58) 1,690,161 27,146,694
Profit for the year — - - 3,208,226 - — 3,208,226
Other comprehensive losses {net of tax) ‘

- equity instruments designated at fair value through .
other comprehensive income - - - - 27 . - 27)
Total comprehensive income for the year — —. — 3,208,226 27) - 3,208,199
Dividends to shareholders . - - - (3,120,752) - {711,269) (3.832,021)
Other movements’ - - - {37,081) - - (37,081)
At 31 Dec 2022 1 21,639,879 188,743 3,678,361 {85) 978,892 26,485,791

At 1 Jan 2021 1 21,639,879 188,743 3,975,640 (48) 353270 26,157,485

Profit for the year - — - 1,737,163 - — 1,737,163

Other comprehensive losses {net of tax) :

-’equity instruments designated at fair value through :

other comprehensive income - - - - (10) - (10)
' Total comprehensive income for the year — — — 1,737,163 (10) — ' 1,737,153

Dividends to shareholders - — - (2,084,835) — — {2,084,835)

Capital contribution - — - — — 1,336,891 1,336,891

At 31 Dec 2021 1 21,639,879 188,743 3,627,968 {58) 1,690,161 27.146,694

7 Forei_qh exchange realised loss on the capital repayment to jts parent.

Financial assets at FVOCI reserve

This Reserve is not distributable as it is not readily realisable.

~ Capital Contribution Reserve

During the \}ear 2022 the Company paid dividends of $711m fo its parent, HSBC Holdings plc out of the capital contribution reserve

{2021: the Company received a gift of $1,337m from HSBC Holdlngs plc)

Dividend per share

Dividend per ordinary share issued for the year was $3.4m (2021: $1. 8m)

Other equity mstruments

Preference shares |ssued to HSBC Holdings plc

Equity is wholly attnbutable to equity shareholders of HSBC Overseas Holdmgs (UK} Limited.

The accompanying notes on pages 12 to 27 form an integral part of thesé financial statements.

11



HSBC Overseas Holdings {(UK) Limited

Notes on the Financial Statements

1 Basis of preparation and srgnlflcant accountmg pollcles
‘1.1 Basis of preparatuon
(a) Compliance with International Fmancual Reporting Standards

The financial statements of the Company have been prepared to comply with UK-adopted international accounting standards and with
~ the requirements of the Companies Act 2006. There were no unendorsed standards effective for the year ended 31 December 2022
affectmg the Company’s financial statéments.

Standards adopted during the ycar ended 31 December 2022

There were no new accountnng standards or mterpretatrons that had a srgnmcant effect on the Company in 2022 Accounting pohcres
have been consistently applied. .

(b) Future accounting developments
Minor amendments to IFRSs

The IASB has not published any minor amendments effective from 1 January 2022 that are applrcable to the Company However the
IASB has published a number of minor amendments to IFRSs that are effective from 1 January 2023 and 1 January 2024. Company
expects they will have an insignificant effect, when adopted, on the financial statements-6f the Company.

-New IFRSs

There are no new IFRSs publlshed by the IASB whrch are effectrve from 1 January 2022 that are expected to have an impact on the
financial statements of the Company.

(c) Foreign currencies

. The functional currency of the Company is US dollars, which is aluo the prcucntat(onal currency uf the funanual slatemeuts ul the
Company. Unless otherwise speclfred all $ symbols represent US dollars.

Transactions in foreign currencies are recorded at the rate of exchange on the date of the transaction. Assets and ||abrI|t|es denominated
.in foreign currencies are translated at the rate of exchange at the balance sheet date, except non-monetary assets and liabilities
measured at historical cost, which are translated using the rate of exchange at the initial transaction date. Exchange differences are -
includéd in other comprehensive income or in the income statement dependmg on where the gain or Ioss on the underlying item is
recognised.

(d) Presentation of information

The financial statements have been prepared on the historical cost basis, modified by the revaluatlon of financial assets desrgnated at fair
value. .

All amounts have been rounded to the nearest thousand un!ess otherwise stated.

The financial statements present information about the Company as an individual undertaking and not about its group. The Company is
not required to prepare consolidated financial statéments by virtue of the exemption conferred by section 400 of the Companies Act
2006. The consolidated financial statements of the ultimate parent company, HSBC. Holdings plc, are available at www.hsbc.com.

(e) Critical accounting estimates and judgements

The preparation of financial mformauon requ|res the use of estimates and judgements about future condltlons In view of the mherent
uncertainties and-the high level of subjectivity involved in the recognition or measurement of items, highlighted as the ‘critical accounting -
estimates and judgements’ in section 1.2 below, it is possible that the outcomes in the next financial year could differ from those on
‘which management'’s estimates are based. This could result in materially different estimates and judgements from those reached by
management for the purposes of these fmancral statements . .

Management's selection of tho Company S accountmg policics that contain critical estimates and judgenents reflects the matenahly ul .
the items to which the pohcres are applied and the high degree of ]udgement and estimation uncertainty |nvolved .

) Gomg concern

The financial statements are prepared on a going, concern basis, as the Directors are satisfied that the Company have the resources to
continue in'business for the foreseeable future. In making this assessment, the Directors have considered a wide range of information
. relating té present and future conditions, including future projections of profitability, cash flows, capital requirements and capital
résources. . .

1.2 Summary of significant accounting pollmes
(a) Income and expense
Interest income and expense

Interest income and_expense for all financial instruments, excluding those classified as held for trading or designated at fair value, are
recognised in ‘Interest income’ and ‘Interest-expense’ in the income statement using the effectrve interest method.

However, as an exception to this, interest on debt instruments issued by HSBC for fundmg purposes that are designated under the farr
value option to reduce an aooountmg mismatch and on dcrwatlvcu managed in conjunction with thuse debl instiuinents is included in
interest expense.

“Interest on credlt—lmpalred financial assets is recogmsed usnng the rate of interest used to discount the future cash flows for the purpose
of measuring the impairment loss..

Non-interest income and expense
Dividend income is recognised when the right to receive payment is establlshed
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(b) Investments in subsidiaries

The Company classifies investments in entities which it controls as subsidiaries. For the purpose of determining this classification, the
Company is considered to have control of an entity when it is exposed, or has rights to variable returns from its involvements with the
entity and has the ability to affect those returns through its power over the entity.

The Company’s investments in subsidiaries are stated at cost less impairment losses. *
Critical accounting estimates and judgements

Investments in subsidiaries are tested for impairment when there is an indication that the investment mav be impaired. which involves estimations of value
n use retlecting management'’s best estimate of the future cash flows of the investment and the rates used to discount these cash flows, or fair value less
cost to seil. Both of which are sub)ect to uncertain factors as follows

Juilgsments

" Estimates

e The accuracy of forecast cash flows is subject to a high degree of * The future cash flows of each investment are sensitive to the cash flows

. uncenrtainty in volatile market conditions. Where such circumstances are
determined to exist, management re-tests for impairment more frequently
than once a year when indicators of impairment exist. This ensures that
the assumptions on which the cash flow forecasts are based continue to
reflect current market conditions and management's best estimate of

projected for the periods for which detailed forecasts are available and to
assumptions regarding the long-term pattern of sustainable cash flows
eébnnmlc data, but they reflect management s view of future busmess
prospects at the time of the assessment.

future business prospects. ¢ The rates used to discount future expected cash flows can have a
significant effact on their valuation, and arc based on the costs of capital
assigned tn tha inveatment, The cost of capital percentago is generally
derived from a capital asset pricing modcl, which incorporates inputs
refllecing d numbet of financiai and e¢onomic Variablés, including the
risk-free interest rale in Lhe counlry cuncerned and a premium for the risk
af the hiisiness heing evaluated. These variables are subject to
fluctuations in external market rates and economic conditions beyond
management's control. ’

= Fair value ig based on the best information available to reflect the amoum
that an entity could obtain at the reporting date from the sale of the
assets in an arm's length transaction between two knowledgeable, willing
parties, after deducting costs of disposal.

* Key assumptions used in estimating impairment in subsnd:anes are
described in Note 15.

Impairment is reversed only when there has been a change in the estimates used to determine the value in use since the last impairment loss was
recognised, and management can rely upon those estimates ‘with reasonable certainty.

(c) Valuation of financial instruments

All financial instruments are initially recognised at fair value. Fair value is the price that would be received to sell an asset or paid to
transfer a liability'in an orderlytransact'ion between market participants at the measurement date. The fair value of a financial instrument
on initial recognition is generally its transaction price (that is, the fair value of the consideration given or received). However, if there is a
difference between the transaction price and the fair value of financial instruments whose fair value is based on a quoted price in an

- active market.or a valuation technique that uses only data from observable markets, the Company recognises the difference as a trading
gain or loss at inception (a ‘day 1 gain or loss’). In all other cases, the entire day 1 gain or loss is deferred and recognised in the income
statement over the life of the transaction until the transaction matures, is closed out, the valuation inputs become observable or
Company enters into an offsetting transaction.

The fair value of financial instruments is generally measured on an individual basis. However, in cases where the Company manages a

- group of financial assets and liabilities according to its net market or credit risk exposure, the fair value of the group of financial
instruments is measured on a net basis but the underlying financial assets and liabilities are presented separately in the financial
statements, unless they satisfy the IFRS offsetting criteria.

Financial instruments are classified into one of three fair value hierarchy levels, described in Note 10, ‘Fair values of financial instruments
carried at fair value'.

(d) Financial instruments measured at amortised cost
Loans from other Group undertakings

Loans from other Group undertakings are recognised when cash is advanced or contractual arrangements are entered into, which is
generally on the trade date. These liabilities are initially measured at fair value less directly attributable transaction costs.The Company
derecognises the financial liability when the Company obligations specified in the contract expire, are discharged or cancelled.
Subsequent to initial recognition, financial liabilities are measured at amortised cost using the effective interest rate method.

Financial liabilities

Amounts owed to other Group undertakings represent financial liabilities and are included within trade and other payables. Financial
liabilities are initially measured at fair value less any transaction costs that are directly attributable to the purchase or issue. Financial
liabilities are recognised when the Company becomes party to the contractual provisien of the instrument. The Company derecognises
the financial liability when the Company's obligations specified in the contract expire, are discharged or cancelled. Subsequent to initial
recognition, financial liabilities are measured at amortised cost using the effective interest rate method. ’

(e) Equity securities measured at fair value with fair value - movement presented in OCI

The equity securities for which fair value movements are shown in other comprehensive income are business facilitation and other similar
investments where the Company holds the investments other than to generate a capital return. Dividends from such investments are
recognised in profit or loss. Gains or losses on the derecognition of these equity securities are not transferred to profit or loss. Otherwise,
equity securities are measured at fair value through profit or loss.
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() Financial instrﬁments designated and otherwise mandatorily measured at fair value through profit or loss

Financial instruments are classified in this category if they meet one or more of the criteria set out below, and are so designated
- irrevocably at inception:

* where the contractual cash flows of the asset fail Solely Payments of. Principal and Interest;
* the use of the designation removes or significantly reduces an accounting mismatch;

Designated financial assets are recognised when the Company enters into contracts with counterparties, which is generally on trade
date, and arc normally derecognised when the rights to the cash flows expire or are transforrod. Dosignatod financial liabilities are
recognised when the Company enters into contracts with counterparties, which is generally on settlement date, and are normally
derecognised when extinguished. Subsequent changes in fair values are recognised in the income statement in ‘Changes in fair value of
other financial instruments mandatorily measured at fair value through profit or loss’ or ‘Net income from financial |nstruments held for
trading or managed on a fair value bagis through profit or loss or 'change in fair value of long-term debt".

(g) -Derivatives
Hedge accountmg

- When derivatives are not part of fair valué designated relatlonehlps if held for risk managcmcnt purpo..0° they are designated in hedge
accounting rclationships where the required criteria for documentation and hedge effectiveness are met. HSBC uses these derivatives or,
where allowed, other non derivative hedging instruments in fair value hedges, cash flow hedges or hedges of net investments in foreign
operations as appropriate to the risk being hedged. .

" Fair value hedge

. Fair value hedge accounting does not change the recording of galns and losses on derivatives and other hedging instruments, but results
in recognising changes in the fair value of the hedged assets or liabilities attributable to the hedged risk that would not otherwise be
recognised in the income statement. If a hedge relationship no longer meets the criteria for hedge accounting, hedge accounting is
discontinued and the cumulative adjustmont to the carrying amount of the hedged item is amorticed to the income statement on a
recalculated cffeotive interest rate, unless the hedged item.has been derecogniced, in which cace itic recognised in the income
statement immediately.

_Derivatives that do not qualify for hedge accounting

Non-qualifying hcdgc.. are derivatives entered into as cconomic hodgos of assets and liabilities for which hedge accounting was not
applied. . . 7 ] .

{h) Tax

Income tax comprises ourront tax and deferred tax. Income tax is regognised in the income statement except to the evtent that it ralates
to items recognised in other comprechensive income or diroctly in-oquity, in which cace the tax is recognised in the same statement as the
related item appears. .

Current tax is the tax expeoted to be payable on the taxable profit for tho year and on any adjustment to tax payable in respect of
previous years. The Company provides for potential current tax liabilities that may arise on the basis of the amounts expected to be paid
to the tax authorities. .

Dcferred tax is recognised on temporary differencos botwoon the carrying amounte of agsets and.liabilities in the balance sheet, and the
amounts attributed to such assets and liabilities for tax purposes. Deferred tax is calculated using the tax rates expected to apply in the
periods in which the assets will be realised or the liabilities settled.

In assessing the probability and sufficiency.of future taxable profit, management consider the availability of evidence to support the
recognition of deferred tax assets taking into account the inherent risks in long-term forecasting and drivers of recent history of tax losses
where applicable. We also consider the future roversal of oylctlng taxable temporary differences and tax planning strategies, including
corporate reorganisations.

Current and deferred tax are calculated based on tax rates and laws enacted, or substantively enacted, by the balance sheet date.
(i) Provisions, contingent liabilities and guarantees
Provisions ’

Provisions arc rccognised when it is probable that an outflow of cconomic bonefits will be required to settle a present legal or
constructive obligation that hao ari'*en as a result of pact evonts and for which a reliable estlmato can be made. ’

Contingent liabilitics, contractual commltments and guarantees
Contingent liabilities

’ Contmgent liabilities, which include certain guarantees and letters of credit pledged as co||ateral security, and contingent liabilities related
to legal proceedings or regulatory matters, are not recognised in the financial statements but are disclosed unless the probability of
settlement is remote.

{I) Non-current assets and disposal groups held for sale

The Company classifies non-current assets or disposal groups {including assets and liabilities) as held for sale when their carrying
amounts will be recovered principally through sale rather than through continuing use. To be classified as held for sale, the non-current
asset or disposal group must be available for immediate sale in its present condition subject only to terms that are usual and customary
for sales of such assets (or disposal groups}, and the sale must be highly probable. For a sale to-be highly probable, the appropriate level
of management must be committed to a plan to sell the asset (or disposal group) and an active programme to locate a buyer and

" complete the plan must have been initiated. Further, the asset (or disposal group) must be actively marketed for sale at a price that is
reasonable in relation to its current fair value. In addition, the sale should be expected to qualify as a completed sale within one year from

- the date of classification and actions required to complete the plan should indicate that it is unlikely that significant changes to the plan
will be made or that the plan will be W|thdrawn
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Held for sale assets and disposal groups are measured at the lower of their carrying amount and fair value less costs to sell except for

- those assets and liabilities that are not within the scope of the measurement requirements of IFRS 5. If the carrying amount of the non-
current asset-(or disposal group) is greater than the fair value less costs to sell, an impairment loss for any initial or subsequent write
down of the asset or disposal group to fair value less costs to sell is recognised. Any such impairment loss is first allocated against the
non-current assets that are in scope of IFRS 5 for measurement. This first reduces the carrying amount of any goodwill allocated to the
disposal group, and then to the other non-current assets of the disposal group pro rata on the basis of the carrying amount of each asset
in the disposal group. Thereafter, any impairment loss in excess of the carrying value of thé.non-current assets in scope of IFRS 5 for
measurcmont is recognised agamst the total assets of the disposal group. . :

Critical accounting judgements

I'he elassification as held for sale depénds on certain judgements:

Judgemants

» Management judgement is required in determining whether the IFRS 5 held for sale criteria are met, including whether a sale is highly probable and .
expected to complete within one year of classification. The exercise of judgement will normally consider the likelihaod of successfully securing any
necessary regulatory approvals which are almost always required for sales of banking businesses. For large and complex plans judgement will also
include an assessment of the enforceability of any binding sale agreement, the nature and magnitude of any disincentives for nonperformance, and the
ahility of the counterparty to undertake necessary pre-completion preparatory work, comply with conditions precedent, and otherwige be able to comply
with cantractual undertakings to achieve completion within the expected timescale. Once classified as held for sale, judgement is requlred to be apphed
on a continuous basis to ensure that classification remains appropriate in future accounting periods. o . :

)] Called up share capital

Financial instruments issued are generally classified as equity when there is no contractual obligation to transfer cash or other financial
" assets. Incremental costs directly attributable to the issue of equity instruments are shown in.equity as a deduction from the proceeds,
net of tax. .

{k) Cash and cash equivalents .

Cach and cach oquivalontc include highly liquid investments that aro readily convertible to known amounts of cash and which arg subjoct
to an ingignificant rigk of change in value. Such investments aro normally those with less than'three months’ maturity from the date of
acquisition. .

2 Netincome from financial mstruments measured at fair value through proflt or loss

2022 2021
 $'000 $000

: Net income arising on: . . .
Mot income from financial instrumentc hald for trading or managed on a fair valuo basis . {21,752} . (952}
Changes in fair value of long-term debt . . 993,928 292,244
Changas in fair value of other financial.instruments mandatorily measured ot fair valuc through profit or loas . {665,641) 22,023
Year ended 31 Dec . 306,535 : 313,315

3 Employee compensation and benefits
The Company has no employees and hence no staff costs {(2021: nil).

4 Directors’ erholum_ents-

Monc of the Dircotors of the Company rcccived any ecmoluments in respect of their services as Directors of the Company (2021: nil). The
- Directors are employed by other companies within the HSBC Group and consnder that their services to the Company are incidental to
_their other responsibilities within the HSBC Group.

5 Auditors’ remuneration

" Certain expénqu including auditars’ remuneration have .h'ppn horne by HSRC Hnldings plc and are therefara not charged in arriving at
profit beforo tax. Audit fees are disclosed in the financial statomonts of HSBC Holdlngc plo The amount incurred in rcopcct of the audit of
these financial statements was $38k (2021: $39k)

There were no other audit procedures, tax and non- audlt servnces provnded where fees were incurred during the year (2021: nif).
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6 Tax o )

Tax (credit)/expense ’
: ' 2022 . 2021
. $'000 . $'000
Current tax i - . )
- For this year s B ’ (16,047) (16,126)
- Adjustments in respect of prior years . {2,928) 4,482
Overseas tax : . )
- For this year - ) . 22,808 23,564
Total current tax | 3,833 11,920
Deferred tax . .
- For this year i . i '(5,765) (581)
- Effects of changes in tax rates . - (1,821) 3,452
‘- Adjustments in respect of prior years - i (3,049) 447
Total deferred tax - . (10,635) 3.318
Yeéar ended 31 Dec . . . (6,802) 15,238

The UK corporation tax rate applying to the Company was 19.00% (2021: 19.00%).

An increase in the UK corporation rate from 19% to 25% (effective. 1 April 2023) was substantively enacted on 24 May 2021. This will
increase the company's future current tax charge accordingly. The deferred tax liability at 31 December 2022 has been calculated based
on these rates, reflecting the expected timing of reversal of the related temporary differences (2021: 25%).

Tax reconclllatlon

2022 : 2021
- $'000 {%) $'000 {%)
Profit before tax - 3,201,424 ] © 1,752,401 '
Tax at 19.00% (2021: 19.00%} ) . 608,271 ) 19.00 332,956 . 19.00
Adjustment in respect of prior years {2,928) {0.09). . 4,482 0.26
Expenses not deductible 6,537 : 0.20 471 0.03
Adjustments in respect of share-based payments {3.049) {0.10) - 447 0.03
Non-taxable income and gains : . {636,069) (19.87) -(351,802) © {20.08)
Tax rate change (1.821) . " (0.06) 3,452 0.20
Effects of overseas tax rules ) . 22,257 0.70 23,204 1.32
Year ended 31 Dec ) . (6,802) (0.21) . 15,238 0.87

7 Deferred tax
The followmg table shows the net deferred tax liabilities recognised in the balance sheet and the related amounts recognised in the

income statement:

. ‘ : ) 2022 - 2021

. . . $'000 $'000

At 1 Jan ) i ‘ : . 14,384 11,066
Income statement (credlt)/charge ' R ) T " (10,635) 3,318
At 31 Dec ' I 3,749 14,384

Net deferred tax liabilities exist in relation to the fair value gams and Iosses from loans and advances desngnated at fair value which
comprise gross deferred tax liabilities of $1 58m and gross deferred tax assets of $1 54m.

" Potential deferred tax assets of $5,364k (2021: $5,505k) in relation to capital Iosses and $5k (2021: $5k) in relation to excess management
expenses have not been recognised.

8 Derivatives ‘ R B

Motienal centraot amounts and fair values of dcrivatives by product contract type hetd Ly the Cumpény

Notional contract Fair value - Assets Fair value — Liabilities
Trading Hedgi Trading Hedgi i Total Trading Hedging " Total
$'000 . $'000 - $'000 $'000 $'000 3'600 $'000 - $'000
Foreign exchange 3,341,567 6,635,945 24,818 - 24,818 56,957 27,419 84,376
Gross total fair values 3 . 3,341,567 6,635,945 24,818 - 24,818 - 56,957 27,419 84,376

On 29 November 2022, the Company entered into an agreement for the planned sale of its banking business in Canada for a cash
consideration of CAD13.5bn. The Company subsequently entered into hedging arrangements to mitigate the foreign exchange risk for-a
notional amount of CAD13.5bn, of whlch CADSbn were designated in qualifying fair value hedgmg relatlonshlp and CAD4.5bn were deal

contingent FX forwards.
Hedge accounting derivati\)es
The compahy applied hedge accounting to manage the foreign exchange risk as stated above.
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adjustments : .
R included in : Change in fair Recognised in
Carrying amount carrying amount . value profit and loss
) Balance sheet Profit and loss
Assets A pr i i presentation
$'000 $'000 $'000 $'000
Hedged Risk ’
Net income
. from financial
instruments
Assets held for held for trading
Foreign currency ' 6,255,669 37,705 sale 37,705 . - qr‘mav_negefi on
.9 Analysis of financial assets and liabilities by measurement basis
Financial assets and financial liabilities are measured on an ongoing basis either at fair value or at amortised cost.
Amortised
- FVPL FvocCt cost Total
At 31 Dec 2022 $'000 $'000 $'000 $'000
Assets .
Cash and cash equivalents - . - 322,870 322,870
Derivatives - 24,818 - - 24818
Financial assets designated and otherwise mandatorily measured at fair value through profit or loss - 8,315,673 — - 8,315,673
Financial investments - 2 - ) 2
) Prepayments, accrued income and other assets — - 79,185 79,185
Total financial assets 8,340,491 2 402,055 8,742,548
Assets held for sale e 7,870,042
Total non-financial assets 20,934,779 -
.Total assets 37.547,369
Liabilities
Loans from other group undertakings - - 2,827,327 2,827,327
Financial liabilities designated at fair value 8,062,040 - — 8,062,040
Derivatives 84,376 -_ - 84,376
Accruals, deferred income and other liabilities - - 84,086 84,086
Total financial liabilities 8,146,416 —. 2,911,413 11,057,829
Total non-financial liabilities : 3,749
Total liabilities 11,061,578
At 31 Dec 2021 $'000 $'000 $'000 $'000
Assets ) -
Cash and cash equivalents — - 1,266,757 - 1,266,757 -~
lMiaincial assets designated and otherwise mandatorily measured at fair value through piofit oitloss - 10,756,404 — - 10,750,904
Financial investments = 29 - 29
Prepayments and accrued income - - 84,210 84,210
Total financial assets 10,756,404 29 1,350,967 12,107,400
Total non-financial assets 27,984,459
Total assets 40,091,869
Liabilities . ’
Loans from other group undertakings - — 4,191,328 4,191,328
Financial liabilities designated at fair value 8,671,740 — — 8,671,740
" Accruals, deferred income and other liabilities = — 67,713 67,713
+Total financial liabilities 8,671,740 — 4,259,041 12,930,781
Total non-financial liabilities : ) i 14,384
Total liabilities 12,945,165

HSBC Overseas Holdings (UK) Limited

Hedging instrument by hedged risk

Hedging Instrument

Carrying amount

Balance sheet

Change in fair

. Notional amount’ Assets Liabilities presentation value?

. . $'000 $'000 . $'000 ‘ $'000

Foreign currency . . o 6,635,945 — 27,419 Derivatives (37,705)
- 27,419 (37,705)

At 31 Dec 2022 - . . 6.635,945

1 The notional contract amounts of derivatives designated in qua//fy/ng hedgc accounting relationships indicate thc nominaf valuc of transactions
outstanding at the balance sheet date; they do not represent amounts at risk.
2 Uscd in effectiveness testing; comprising the component hedging the risk. -

Hedged item by hedged risk

Hedged item

In-effectiveness

Accumulated
fair value hedge
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10 Fair values of financial instruments carried at fair value

[Fair values of financial assets and liabilities are determined according to the followmg hlerarchy

(a) Leve! 1 - valuation technique using quoted market price: financial mstruments with quoted prices. for identical mstrumems in actlve

markets that HSBC can access at the measurement date.

(b) Level 2 - valuation technique using observable |nputs financial mstrurnents with quoted prlces for similar instruments in active

markets or-quoted prices for identical or similar mstruments in inactive markets and financial instruments valued using models where all

significant inputs are observable.

’

(c) Level 3 - valuation technique with sugmflcant unobservable inputs: financial instruments valued using valuation technlques where one -

or more significant inputs are unobservable:
Financial instruments carried at fair value and bases of valuation

Valuation techsiiques

Level 2 - using

Level 3 - with
significant non-

Level 1 - quoted observable observable
market price inputs inputs Total
$'000 $'000 $'000 $'000
At 31 Dec 2022,
' Assets
Loans and advances to HSBC under\akmgs desxgnated and otherwise mandatorily .
measured at fair value - - 8,315,673 —— 8,315,673
Derivatives ) . - 68 24,750 24,818
Liabilities L
Loans from other group undertakings designated fair value . —_ 8,062,040 - 8,062,040
" Derivatives . - - 86 84,290 84,376
At 31 Dec 2021
Assets i
Financial assets designated and otherwise mandatorily measured at fair value through
profit or loss . - - 10,756,404 - 10,756,404
Liabilities
Loans from other group undertakings designated fair value . . . — — 8,671,740

8,671.740

. Loans and advances to/from group undertakings

Fair values were determined.using valuation techniques with observable |nputs (Level 2). The fair values of these loans and advances are
estimated using pricing inputs including first call date, nominal yield curve, credit spread and coupon information.

Derivatives

.Over the Counter (OTC) derivative valuation models calculate the present value of expected future cash flows, based upon ‘no arbitrage’
principles. For many vanilla derivative products the modelling approaches used are standard across the industry. For more complex
derivative products, there may be some differences in market practice. Inputs to valuation models are determined from observable
market data wherever possible, including prices available from exchanges, dealers, brokers or providers of consensus pricing. Certain
_inputs may not be observable in the market directly, but can be determined from observable prices via mode! calibration procedures or

esnmated from historical data or other sources.

Movement in Level 3 financial instruments

Assets Liabilities
Bv- N . ‘cw. N .
$'000 $'000
At 1 Jan 2022 - -
Settlements . 24,750. 84,290
At 31 Dec 2022 24,750

84,290

Sensitivity of fair values to reasonably possible alternative assumptions by instrument type

Reflected in profit or loss

. ' changes un changes
$'000 $'000
At 31 Dec 2022 .
Derivatives - 18,562 .
Total - 18,562

The sensitivity analysis aims to measure a range of fair values consistent with the application of a 95% confidence interval.

Methodologies take account of the nature of the valuation technique employed, as weII as the avallablllty and reliability of observable

proxy and historical data.

When the fair value of a financial instrument is affected by more than one unobservable assumption, the above table reflects the most

favourable or the most unfavourable change from varymg the assumptlons individually.
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Quantitative information about significant unobservable inputs in Level 3 valuations

The following table licts key unobgorvable inputs to Level 3 financial instruments and provides the range of thoso inputg at
31 December 2022. ‘

Fair value . Full range of inputs
Key R
unobservable
Assets Liabilities  Valuation techniq input: Lower Higher
$'000 . $'000 % %
At 31 Dec 2022 ]
~_Foreign exchange derivatives : 24,750 84,290 .
Probability
. .o of deal )
- FX-Others - ) 24,750 .. 84,290 Market Proxy  completion (4] 100
Total Level 3 . R 24,750 84,290 ’ ¢

11 Fair value of financial instruments not carried at fair valué

Fair value hierarchy
Fair values at the balance sheet date of the assets and liabilities set out below are estimated for the purpose of disclosure as follows:

Fair values

Valuation techniques

With significant

Using observable unobservable
Carrying amount Quoted price inputs inputs
' Level 1 Level 2 Lovel 3 Total
. . . $'000 ,. : '$'000 : $'000 $'000 $'000
At 31 Dec 2022 * ) : :
Liabilities . .
Loans from other group undertakings ’ ' 2,827,327 L - 2,951,259 — 2,951,259
At 31 Dec 2021
Liabilities . : .
Loans from other group undertakings i 4,191,328 . — - 4,414,767 - 4,414,767

12 Financial assets designated and otherwise mandatorily measured at fair
value through profit or loss

Nominal interest

rate Maturity date 2022 2021

: . . ) ) % $'000 $000

HSBC North America Holdings Inc. ’ . 495 09/12/2027 1,958,399 2,217,202
-HSBC North America Holdings Inc. .. . . 4.968 03/08/2028 ° 1,460,550 1,676,988
HSBC North America Holdings Inc.! - . SOFR +1.68 21/12/2027 . - - 1,011,563
HSBC North America Holdings Inc. . SOFR +1.96 09/12/2027 1,017,804 1,047,181
HSBC North America Holdings Inc.! i 6.215 09/12/2029 501,725 . —
HSBC North America Holdings Inc. . -1.506 04/06/2025 1,810,218 1,978,057
HSBC North America Holdings Inc.! _ SOFR +0.50 16/05/2024 ° - 250,078
HSBC North America Holdings Inc. ) 2.625 04/06/2032 1,180,867 1,502,233
HSBC Bank Canada? . CDOR +1.92 . 05/12/2028 - 811,066
HSBC Private Bank Suisse SA SOFR +1.91 18/12/2032 253,633 262,036
HSBC Insurance {Bermuda) Limited® . ) - 7.405 30/06/2030 132,477 ) —
At 31 December - 8,315,673 10,756,404

1 During the year, HSBC North America Holdings Inc. repaid loans of $1,250m to the Company and the Company entered into new loan agreement
with HSBC North America Holdings Inc. for $500m and HSBC Insurance (Bermuda) Limited for $125m.
2 The subordinated loan W/’th HSBC Bank Canada was classified as "Assets held for sale” in 2022, please see note 14 - Assets held for sale.

The loans are carried at fair value, with any changes from remeasurcment to fair value recognised in tho income statement (Mote 2).
. hY

13 Prepayments, accrued income and other assets

2022 . 2021

$'000 i $'000

Dividend receivable on intra-group preference shares . 10,660 —
Amounts due from other group undertakings ) . ] . . 68,525 . 84,210

. At 31 Dec . ) ) . - i 79,185 ° 84,210

Amounts due from other group undertakings are unsecured and non-interest bearing. Fair value is not significantly different to the
carrying value in the balance sheet as thoy aro chort tarm in nature.
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14 Assets held for sale

2022 . 2021

) $'000 $°000

Disposal group ’ ) . . 7,870,042 . —

- Investment in subsidiaries . 7,121,354 -
- Loans and advances to HSBC undertakings desngnated and otherwise mandatorily measured at falr value o 748,688 -

Total Assets " 7,870,042 - =

Disposal group : L -
Planned sale of banking busmess in Canada

On 29 November 2022, the Company entered into an agreement for the planned sale of its banking business in Canada ((HSBC Bank
Canada’) to Royal Bank of Canada ('RBC') under which RBC will acquire 100% of the issued common equity of HSBC Bank Canada for a
base cash consideration of CAD13.5bn. In addition, RBC will acquire all the preferred shares and the outstanding subordinated debt
issued by HSBC Bank Canada. An estimated gain on sale of $3.7bn will be recognised on completion of transaction, which was ongmally
expected to complete in late 2023 (s ubject to regulatory and governmental approvals). As at 31 December 2022, the investments in
HSBC Bank Canada were classified as held for sale in accordance with IFRS 5. We now expect the transaction to complete in the first
quarter of 2024 and continue to classify the investments as held for sale. :

15 Investments in subsidiaries
Movements on investments

2022 2021

. $'000 $'000°
Cost . . . : .
At 1 Jan - X i . 44,203,605 45,625,382
Additions .~ - . : - 1,336,892
Disposals i i ] (2,431,340) (2,758,669)
Others! R . ' 37,705 —
At 31 Dec A . - 41,809,970 . 44,203,605 .
Provision for |mpa|rment o )
At 1 Jan . . " {16,230,377) {17,384,237)
Impairment loss . (35,000) -
Reversal of impairment ) 2,495,493 1,153,860
At 31 Dec i C - ) (13,769,884) (16,230,377)
Net carrying value at 31st Dec - 28,040,086 27,973,228
Out of which classified as asseéts held for sale? | o ) ) .7.121,354 . -
Ir itin

bsidiaries at 31st Dec . : 20,918,732 27,973,228

7 Others include foir value hcdgc adjustments to the carrying value of the equity investment in HSBC Bank Canada classified as "Assets held for
sale” in 2022, please see Note 14 - Assets held for sale and Note 8 - Derivatives.
2 Carrying value of Investment in HSBC Bank Canada-classified as "Assets held for sale”,please see Note 14 - Assets held for sa/e.
‘Additions
There were no additions during the year.
Disposals -

During the year HSBC North Amenca Holdmgs Inc. distributed $2,000m and HSBC Bank Canada distributed CAD600M ($431 m) asa
return of capital. The gain due to foreign exchange differences ($37m) on the return of capital from HBCA was recorded in income
statement line "Gains less losses from investment in subsidiaries”.

The principél subsidiary undertakings of the Company as at 31 December 2022 and 31 December 2021 are set out below:

éoumry of Interest in equity

incorp i pital (%) éhare class

. . ° : Ordinary shares
HSBC North' America Holdings Inc. : L USA 100.00 Preferred shares
HSBC Global Services (China) Holdings Limited {formerdy HSBC Canada Holdings UK Ltd) . UK . 100.00 Ordinary shares
. . : ’ Ordinary shares

HSBC Bank Canada ’ . Canada 100.00 Preferred shares
HSBC Bank Bermuda Limited ) ) Bermuda . 100.00 Ordinary shares
HSBC Insurance {Bermuda) Limited Bermuda 100.00 Ordinary shares
HSBC Software Development {(Guangdong) Limited . . i ' " China 100.00 Ordinary shares
Household International Europe Limited .- UK 100.00 Ordinary shares’
HSBC Private Banking Holdings (Suisse) SA Switzerland 100.00 Ordinary shares

Details of all subsidiaries, as required under section 409 of Companies Act 2006, are set in Note 26.
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Impairment testing of investment in subsidiaries
Impairment of investments

At each reporting period end, the Company reviews investments in subsidiaries for indicators of impairment which includes cof'nparison'
of the carrying value of the investment to the adjusted net asset value of the subsidiaries. Impairment testmg is performed if there is any
indicator of impairment or to test reversal of an existing impairment.

‘An impairment is recognised when the carrying amount exceeds the recoverable amount for that mvestment The recoverable amount is
the higher of the investment’s fair value less costs of disposal and its value in use (VIU), in accordance with the requirements of IAS 36.
The VIU calculation usos discounted oash flow projections based on management's beat estimates of futiie eaitiings. The cash flows
represent the free cash flows based on the subsidiary’s binding capital requirements.

- During the year 2022, impairment testing was performed on HSBC North America Holdings Inc., HSBC Insurance {Bermuda) Limited and
HSBC Bank Bermuda Limited.

We used a number of assumptions in our VIU calculation, in accordance with the requirements of IAS 36:

Management’'s judgement in estimating the cash flows: The cash flow projections for each investment are based on the latest
approved plans, which include forecast capital available for distribution based on the capital requirements of the subsidiary, taking into =
account minimum and core capital requirements. For the impairment test at 31 December 2022, cash flow projéctions until the end of
2027 were considered in line with our internal planning horizon.

Long-term growth rates: A long-term growth rate is used to extrapolate the free cash flows in perpetuity. The growth rate reflects
inflation for the country or territory within which the investmerit operates, and is based on the long-term average growth rates.

 Discount rates: The rate used to discount the cash flows is based on the cost of capital assigned to each investment, which is derived
- using a CAPM. CAPM depends on a number of inputs reflecting financial and economic variables, including the risk-free rate and a
" premium to reflect the inherent risk of the business being evaluated. These variables are based on the market's assessimeit of the
economic variables and management's judgement. The discount rates for each investment are refined to reflect the rates of inflation for
tho countrics or territories within which the investment operates. In addition, for thc purposcs of testing investivients foi impairinent,
. management supplements this process by comparing the discount rates derived using the internally generated CAPM, with cost of
capital rates produced by external sources for businesses operating in similar markets. .

HSBC North America Holdings Inc.

HSBC North America Holdiﬁgs Inc. (HNAH) provides banking and financial services. A comparison of carrying amount of $15,868m to
value.in use of $18,363m calculated using a discount rate of 10.0% and a growth rate_of 2.22% resulted in an |mpa|rment reversal of
$2,495m. It was assessed that there had been demonstrable performance in 2022 to support a reversal.

In 2021, fair value less costs to sell was considered appropriate in determining recoverable amount at 31 December 2021. Fair value less
costs to sell was calculated as $22,770m representing the aggregation of estimated fair values of all assets and liabilities held in HNAH.
This resulted in no impairment being recognised and we considered that there was not yet sufficient evidence of demonstrable
.performance to support a reversal.

Koy assumptions Change in pti Imp on value in use - (loss)/gain
Discount rate - +/- 100 basis points ($1,737)m/$2,234m
Change in cash flow . . +/- 10% $1,837m/$(1,839)m

HSBC Insurance (Bermuda) Lumlted

HSBC Insurance {Bermuda) prowdes banking and fmancual services. A comparison of carrying amount of $400m (2021: $400m} to value
in use of $365m (2021: $503m), calculated using a discount rate of 10.4% (2021: 9.5%) and a growth rate-of 1.87% (2021: 1.71%),
resulted in an additional impairment of $35m being recognised {2021: Nil).

Key assumptions ‘ Ch in mpti Impact on value in use {loss)/gain
Discount rate j - i +/- 100 basis points ($28)m/$17m
Change in cash flow +/- 10% $34m/$(37)m

'HSBC Bank Bermuda Limited

HSBC Bank Bermuda Limited provides banking and financial services. A comparison of carrying amount of $1,202m (2021: $1,091m) to
value in use of $2,471m (2021: $1,710m), calculated using a discount rate of 10.4% (2021: 9.5%) and a growth rate of 1 .87% (2021
1.71%), has resulted in no provision for impairment being required (2021: $111m impairment reversal).

Key assumptions . Ch in pti Imp on value in use - {loss)/gain
Discount rate +/- 100 basis points ($219)m/$289m
Change in cash flow : +/-10% R $255m/$(238)m

HSBC Bank Canada

HSBC Bank Canada provides banking and financial services. As the Company has entered into a sales purchase agreement with Royal
Bank of Canada to dispose of HSBC Bank Canada, the agreed consideration has been used to support the recoverable amount of $10.8bn
{inclucive of the preferred shares) under a fair value leas costs of disposal basis. The fair value less costs of dispusal of HSBC Bank
Canada is at a $3.7bn premium to the carrying value so no impairment was recognised.

In 2021, a comparison of carrying amount of $7,515m to value in use of $12,759m, calculated using a discount rate of 8.73% and a
growth rate of 1.86%, had resulted in an impairment reversal of $1,043m.
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16 Loans from other Group undertakings

l\'lominal interest .
Maturity date

rate 2022 2021

(%) $'000 $'000
HSBC Holdings plc SOFR+2.95 29/5/2026 1,840,000 1,840,000
HSBC Holdings plc SOFR+1.44 21/12/2027 - 1,000,000
HSBC Holdings pic CDOR+1.92 12/05/2028 737,327 789,328
HSBC Holdings plc SOFR+2.41 17/12/2022 - 312,000
HSBC Holdings plc SOFR+1.66 12/18/2032 250,000 - 250,000 °
At 31 Dec 2,827,327 4,191,328

During the year, the Company repaid loans of $1,312m to HSBC Holdings pl¢ (2021:-repaid $2,450m and new loan $250m).

The loans are denominated in US dollars and Canadian dollars and the effective interest based on US dollar SOFR or CDOR is accrued.

The loans are carried at amortised cost.
17 Financial liabilities designated at fair value

Nominal

interest rate Maturity date 2022 2021

% - $'000 $'000

HSBC Holdings plc. i . * 4.95 09/12/2027 1,958,399 2,217,202

HSBC Holdings plc i 4.968 03/08/2028 1,460,550 1,676,989
HSBC Holdings plc SOFR+1.96 09/12/2027 1,017,804 1,047,181 "

HSBC Holdings plc 2.625 04/06/2032 1,180,867 1,502,233

HSBC Holdings ple 1.506 04/06/2027 1,810,218 1,978,057

HSBC Holdings pic 7.405 30/06/2030 132,477 -

HSBC Holdings plc 6.215 09/12/2029 501,725 —
HSBC Holdings plc SOFR+0.5 16/05/2024 - = 250,078 -

At 31 December X X * 8,062,040 . 8,671,740

Durlng the year, the Company repaid loans of $250m to HSBC Holdmgs plc and entered mto new loan agreements wrth HSBC Holdmgs

plc for $625m {2021: repaid $3,500m and new loan $3,750m).
The loans are denominated in US dollars and the effective interest based on SOFR is accrued.

The loans are carned at fair value, with any changes from remeasurement to fair value recognlsed in the income statement (Note 2).

18 Accruals, deferred income. and other liabilities

- 2022 2021
: $'000 $'000
Amounts owed to other group undertakings 80,629 67,713
Other liabilities 3,457 =
At 31 Dec 84,086 67,713
Amounts due ffom other group’ undcr‘taklnga are unsccurcd and non-intcrcat bcurmg lair valug i3 not 3|gn|ftcantly dlffelent to the
carrying value in the balance sheet as they are short'term in nature.
19 Maturity analysis of assets and liabilities
The followmg is an analysis of assets and Ilabnlmes by residual contractual maturities at the balance sheet date.
Due within 3 Due bety Due bety Due after 5
On d d ths 3-12 th 1-5years years Undated Total
$'000 $'000 $'000 $'000 $'000 $'000 $'000
‘Assets -

' Cash and cash equivalents 322,870 - — — - - 322,870
Derivatives . 24,818 - - - - — 24,818
Loans and advances to HSBC undertakings
designated and otherwise mandatorily measured : . .
at fair value . - - -~ 4,786,421 3,529,252 - 8,315,673
Prepayments, accrued income and other assets - 71,836 7,349 - - - 79,185 .
Financial investments ) - -~ C = - - 2 2
Assets held for sale . . — - - - 748,688 . 7,121,354 7,870,042
Non-financial assets1 . - - ) - - — 20,934,779 20,934,779
At 31 Dec 2022 347,688 71,836 7,349 4,786,421 4,277,940 28,056,135 37,547,369
Liabilities and Equity
-Loans from other group undertakings - - - - 1,840,000 987,327 - 2,827,327
Financial liabilities designated at fair value . — - - 4,786,421 3,275,619 — 8,062,040
Derivatives 56.957 - 27,419 - - — 84,376

-. Accruals and other flnancual liabilities -~ 61,030 23,056 - - - 84,086
Non financial liabilities® - - nd - - 3,749 3,749
Equity ’ j T - -~ — — — 26,485,791 26,485,791
At 31 Dec 2022 56,957 ' 61,030 50,475 6.626, 421 4,262,946 26,489,540

.37,547,369

1 Non financial assets and liabilities with no contractual maturity are presented under bucket "undated”
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- Due within 3 Due between 3 Duse between 1 Due after 5

On demand months - 12 months - 5 years years Undated Total
" $'000 . $'000 $000 $'000 $'000 $'000 $'000
Assets i .. -
Cash and cash equivalents 1,266,757 - . - - ’ — .= - 1,266,757
Loans and advances to HSBC undertakings ) .
designated and otherwise.mandatorily measured . . : E
at fair value . - - - 250,078 10,506,326 - 10,756,404 /
Prepayments, accrued income and other assets — 78,389 5.821 — — . — 84,210
Financial investments - — = — - - ’ — . 29 29
Non-financial assets - — — . 11,231 — — 27,973,228 27,984,459
At 31 Dec 2021 1,266,757 78,389 17,052 250,078 10,506,326 27,973,257 40,091,859
Liabilities and Equity . :
Loans from other group undertakings . - — 312.000 1,840,000 2,039,328 ) — 4,191,328
Financial liabilities designated at fair value — — — 250,078 8,421,662 — 8,671,740 -
Accruals and other financial liabilities : — 56,579 11,134 — - — - 67,713 -
Non financial liabilities * - = - = = 14,384 — 14,384
Equity . — - ) — — — 27,146,694 27,146,694 .
At 31 Dec 2021 . = 56.579 . 323,134 2,090,078 10,475,374 . 27,146,684 40,091,859
20 Called up share capital and other equity instruments
' 2022 2021
- ' Number, of Issued ’ .
Nominal value per and fully paid Issued share Issued share
. . share shares capital - capital
Class of shares s i {£) ) $'000 $'000
Ordinary shares £1 each ] R 1 1,130 1 1
Balance as at 31 Dec . 1,130 - 1 1
Called up share capital is $1,486 (2021: $1,486).
During 2022 no new ordinary shares were issued (2021: Nil).
Other equity instruments .
HSBC Overseas Holdings (UK) Limited Preference shares
2022 2021
. . ) $'000 $'000
CAD250m 10,000,000 fully paid preference shares of Canadian Dollar 1CAD each ) 188,743 . 188,743
At 31 Dec . j 188,743 188,743

21 Contmgent liabilities, contractual commitments and guarantees

As a part of the acquisition of HSBC Insurance (Bermuda) Limited the Company become liable for the unpald share premium of $216m
(2021: $216m) that can be called upon at the discretion of HSBC Insurance (Bermuda) Limited.

There were no other contractual commitments or guarantees at 31 December 2022.-
22 Management of financial risk

Systems and procedures are in place in the HSBC Group to identify, control and report on the major risks associated with financial
instruments which include credit, liquidity and market risk. A.Group Risk Profile Report and Key Management Information (KMl),
.including dedicated metrics covering each of credit, liquidity and market risk, alongside all other risk types relevant to HSBC, is presented
ot cvery regular Group Risk Managoment Meeting (GRMM), which are held at least six times per year and are chaired by the Gennp Chief
Risk and Compliance Officer. Exposure to and management of treasury risks associated with fmancnal instruments is also monitored
‘through the HSBC Holdings Asset and Liability Committee (HALCO).

There were no changes in the Company’s.approach to risk management during the year.’
Credit risk management )
Credit risk is the risk of financial loss if a customer or counterparty of the Company falls to meet'a payment obligation under a contract.

Credit risk is managed within the overall framework of HSBC policy, with an established risk management process encompassing credit
approvals, the control of exposures (including those to borrowers in financial difficulty), credit policy direction to business units and the
monitoring and reporting of exposures both on an individual and portfolio basis. The Directors are-responsible for the quality of credit

* portfolios and follow a credit process involving delegated approval authontles and credit procedures the objectlve of which is to build
and maintain risk assets of high quality. . .

Regular reviews are undertaken to assess and evaluate levels of nsk concentration, including those to.individual industry sectors and
products. Credit risk is managed at a group level by business sector, rather than in respect of individual undertakings and it is therefore
not considered appropriate to disclose quantitative data about exposure to that risk.

The Company exposure to credit risk in relation to cash and cash equivalents and loans and advances to HSBC undertakings designated
and otherwise mandatorily measured at fair value relates to group undertakings that are wholly-owned subsidiaries of HSBC Holdings
plc. Such counterparties have no history of default and have been able to meet their liabilities as they fall due. On this basis the Company
considers the amounts due to be fully recoverable. Credit risk arising from default on other loans is not expected to have a material
impact on the Company's net assets.
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'Maxlmum exposure to credit risk

The maximum exposuro to credit rick is representod by tho carrying amount of cach fmancual assot in tho balanco shoot and contractual
commitments disclosed in Note 21.

. ) 2022

Maximum

.exposure * Net

$'000 - $'000

" Cashand cash equivalents 322,870 . .322870

Derivatives 24,818 24,818

Financial assets designated and otherwico mandatorily moasured at fair value through profit or locc 8,215,673 8,315,673

Prepayments, accrued income and other assets T 79,185 79,185

Financial investments ) : 2 2

At 31 Dec 8,742,548 - 8,742,548

Cash and cash equivalents 1,266,757 1,266,757

Financial assets designated and otherwise mandatorily measured at fair value through profit or loss . 10,756,404 . 10,756,404
Prepayments, accrued income and other assets ) . 84,210 84,210

Financial investments . ) 29 . - 29

At 31 Dec ) ) . ) . 12,107,400 12,107,400

Liquidity risk management

Lijuidity risk is the risk that the Company does not have sufficient financial resources to meet obligations as they fall due or will have
access to such resources only at an excessive cost. The risk arises from mismatches in the timing of cash flows. ’ -

The Company monitors its cash flow requirements on a monthly basis and will compare expected cash flow obllgatlons with expected

cash flow racoipts to ensure they are appropriately aligned. In light of thic the Company will borrow fundc as and when required from

group undertakings. The Company also has a line of credit with HSBC Bank plc which can be used for liquidity purposes. The following is
" an analysis of undiscounted cash flows payable under various financial liabilities by remaining contractual maturities at the balance sheet

date:

' Due within 3 Due bet Dus bet: " Dueafter 5

B ' On Demand months  3-12 months 1-5 years years - Total

. $'000 $'000 $'000 $'000 $'000 ‘$'000

Loans from other group undertakings . - 52,897 158,692 2,665,668 1,113,491 3,990,748
Financial liabilities designated at fair value . - © 87,437 262,310 6,682,795 3,897,059 10,929,601
Derivatives ) 56,957 - - 27419 . C = - 84,376
At 31 Dec 2022 © 56,957 140,334 448,421 9,348,463 5,010,550 15,004,725
.oans from other group undertakings " - 27,101 393,075 3,247,511 1,080,632 4,748,319
Financial liabilities designated at fair value L~ 66.566 199.698 6,522,631 3.188.322 9,977,217
At 31 Dec 2021 i — 93.667 592,773 9,770,142 4,268,954 14,725,536

‘Market risk management

Marlet rigk ic the risk that movemoents in market rick factore, including foreign oxchange rates and intoroct rates will reduce incomo
values. Exposure to these risks arises from short-term cash balances and funding positions with other group undertakings. The objective
of the Company risk management stratogy is to reduce exposure to those risks and minimice volatility in cconomic income; cach flows
and distributable rcscrves. The principal tool for managing this is scn.,mvnty analysns of changc., in profit before tax to future changes in
the exchange rates or interest rate. .

Foreign exchange risk . ‘
" The Company is exposed to foreign currency risk on assotc and liabilities that are denominatod in a curroncy other than tho US dollar:

In respect of monetary assets and liabilities held in currencies other than US Dollars, the Company ensures that the net exposure is kept
" to an acceptable level, by buying or sclling forcign currencios at spot; or forward ratec whore necessary to addreses.chort-term .

imbalances. ) . : ’

On 29 Movembor 2022, the Company-ontered inte an agreement for the planned sale of its banking business in Canada for a cagh
consideration of CAD13.5bn. The Company subsequently entered into hedging arrangements to mitigate the foreign exchange risk for a
notional amount of CAD13.6bn, of whioch CAD9bn wore docignated in qualifying fair value hedging relationchip and CAD4.6bn wero dcal
contmgent FX forwards.

Interest rate risk

The Company held net liabilities of $1,517m {2021; $885m) that are sensitive to interest fate movements. If all other variables are held
constant the effect of a 100 basic pointc increase/(decrease) in interest rates on thece net liabilities would bc a (docrease)/increace of

profit before tax of $15m (2021: $9m). . i -

24



HSBC Overseas Holdings (UK) Limited

23 Related party transactions
Transactions with other related parties _
Transactions detailed below include amounts due to/from other group undertakings

, 2022 o 2021
Highest balance » Balance at 31 Highest balance Balance at 31
during the year December during the year December
$'000 $'000 $'000 - ) $'000 .
Assets - ) = ]
Cash and cash equivalents' * ' 1,266,753 322,870 1,326,629 " 1,266,757
Financial assets designated and otherwise mandatorily measured at fair value through ) ) ' -
profit or loss? ) 10,568,370 8,315,673 12,379,971 10,756,404
Prepayments, accrued income and other assets2 . ’ 380,817 79,185 " 324,335 84,210
Derivatives® 27,035 24,818 C- L=
Financial investments' I . L 29 2 42 . 29
Liabilities ' |
Loans from other group undertakings® * ' . 4,201,041 2,827,327 - 6,388,071, 4,191,328
Financial liabilities designated at fair value® - 8,496,350 8,062,040 8,886,255 8,671,740
Derivatives® . - . . 118,623 84,376 — i —
Accruals, deferred income and other liabilities ) ) 151,806 84,086 - 173,891 67,713
. . 2022 2021
Income statement -$'000 $'000
Interestincome'? ' : 365,454 340,370
Interest expense® . ] : : ) (457,384) (412,458)
Dividend income? - - 850,159 . 697,727

1 These ba/ances are with other. re/atod parties comprising of othor HSBC Group Companies which are neither a pafent nor "ub::/d/ary of the
. Company. . .

2 These balances are with subsidiaries of the Company.

3 These balances are with the parent of the Company.

The above outstanding balances arose in the ordinary course of-business and are on substantially the same terms, mcludlng interest rates
and security, as for comparable transactions with third-party.counterparties. .
24 Parent undertakings
The ultlmatc and immediate parent undertaking and ultimate controlling party ic HSBC Holdings plo whigh'is tho paront undortaking of
the largest group to consolidate these financial statements.

HSBC Holdmgs plc is incorporated in England and Wales.
Copies of HSBC Holdmgs plc consolidated financial statements can be obtained from:

HSBC Holdings plc

8 Canada Square

London E14 5SHQ

United Kingdom

www.hsbc.com

~

25 Events after the balance sheet date ) V ‘ ' :

In November 2022, we announced the planned sale of our banking business in Canada whlch was ongmally expected to complete in late
2023 (subject to regulatory and governmental approvals). As at 31 December 2022, the investments in HSBC Bank Canada were
classified as held for sale in accordance with IFRS 5. We now expect the-transaction to complete in the first quarter of 2024 and continue
to classify the investments as held for sale. .
.In relation to the hedging arrangemonts to mitigate the foreign orchango rick on tho conmdoratlon of CAD13.5bn in rcl:mon to tho
planned gale of the banking business in Canada, post yoar ond we transacted deal contingent ovorlaye for CAD6bn and conveorted
CAD3bn of the CAD9bn designated in a qualifying.fair value hedging relationship to deal contingent FX forwards. Currently we have
CAD7.5bn deal contingont FX forwards, CAD6bn designated in a qualifying fair value hedging relationship and CAD6bn doal contingont
overlays This hedging arrangement is |ntended to protect the Company from potential losses on the FX hedges in the event that the
planned sale does not complete.. . .

The Company received ordinary dividends from HSBC Bermuda Bank Limitéd ($74m).

The Company received preference dividends from HSBC North America Holdings Inc.{$56m) and HSBC Bank Canada {$28m).
The Company paid preference dividends of $4.6m to HSBC Holdings plc. o

No other significant cvents affecting the Company have occurrod sinco the ond of tho financial yoar.
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26 HSBC Overseas Holdings (UK) Limited's subsidiaries, joint venture and associates

In accordance with section 409 of the Companies Act 2006 a list of the Company’s subsidiaries, the country of incorporation and the
effective percentage of equity owned at 31 December 2022 is disclosed below.

Subsidiaries . Interest (%) Footnotes Subsidiaries ' Interest (%) Footnotes
452 TALF Plus ABS Opportunities SPV LLC 100.00 % 418 HSBC Global Asset Management (Canada) Limited 100.00 % 2,3,14
452 TALF SPV LLC . 100.00 % . 418 - HSBC Global Asset Management (USA) Inc. . 100.00 % 2,26
Banco Nominees Limited -100.00 % 1,10 HSBC Global Services (China) Holdings Limited 100.00 % 1,17
Capco/Cove, Inc. 100.00 % 2,24 HSBC Institutional Trust Services (Bermuda) Limited 100.00 % 2.10
Card-Flo #1, Inc. ) 100.00% . 218 HSBC Insurance {Bermuda) Limited . 100.00 % 1,10 .
Card-Flo #3, Inc. 100.00 % 2,18 HSBC Insurance Agency (USA) Inc. : 100.00 % 2,26
CC&H Holdings LLC 100.00% - 4,21 HSBC International Finance Corporation {Delaware) 100.00 % 2,27
Decision One Mortgage Company, LLC 100.00 % 4,19 HSBC Investment Funds (Canada) Inc. 100.00 % 23,14
Giller Ltd. 100.00 % 2,24 * HSBC Markets {USA) Inc. 100.00 % 23,18
GPIF Co-Investment, LLC 100.00 % 4,18 HSBC Mortgage Corporation (Canada) 100.00 % 2,14
HFC Bank Limited (In Liquidation) . 100.00 % ) 1,9 HSBC Mortgage Corporation (USA) 100.00 % 2:18
Household International Europe Limited (In . : ) .
Ligquidation) 100.00 % 1,39 HSBC North America Holdings Inc. 100.00 % . 23,18
Household Pooling Corporation 100.00 % 2,20 HSBC Overseas Investments Corporation (New York) 100.00 % 2,23
Housing {USA) LLP . 100.00 % 5.21 ) HSBC Portfoy Yonetimi A.S. 100.00 % 1,38
HSBC Americas Corporation {Delaware) 100.00 % 2,18 HSBC Private Bank {Luxembourg) S.A. .. 100.00 % " 1,31
HSBC Bank (CHILE) '100.00 % 1.37 HSBC Private Bank {Suisse) SA ~100.00 % 1,30
HSBC Bank A.S. ) . 100.00 % 1,38 HSBC Private Banking Holdings {Suisse) SA 100.00 % 1,30
HSBC Bank. Bermuda Limited . 100.00 % 2,10 HSBC Private Investment Counsel (Canada) Inc, 100.00 % 23,14
HSBC Bank Canada . 100.00 % 2,314 " HSBC Securities {Canada) Inc. ) 100.00 % 2,16
HSBC Bank USA, National Association 100.00 % 2,3,25 HSBC Securities (Egypt) S.A.E. {In Liquidation) 100.0 % 1,36
HSBC Canadian Covered Bonds (Legislative} ’ . )
GP Inc. . . 100.00 % 2,15 _HSBC Securities (USA) Inc. 100.00 % 2,18
HSBC Canadian Covered Bonds (Legislative) . ) ) )
Guarantor Limited Partnership 100.00 % 6,15. HSBC Securities Services (Bermuda) Limited 100.00 % ° 2,10
HSBC Capital (USA) Inc. 100.00 % 2318 HSBC Services USA Inc. ) 100.00 % 2,22
HSBC Card Services Inc. i 100.00 % 2,18 HSBC Software Development (Guangdong) Limited 100.00 % 7.34
HSBC Cayman Limited . 100.00 % 1,11 HSBC Technology & Services (China) Limited 100.00 % - © 1,35
HSBC Cayman Services Limited 100.00 % 1,11 - HSBC Technology & Services {USA) Inc. 100.00 % 2,18
HSBC Columbia Funding, LLC 100.00 % 418’ HSBC Trust Company {Canada) - ) 100.00 % 2,14
’ HSBC Trust Company (Delaware), National )
HSBC Finance Corporation 100.00 % 2,318 Association 100.00 % 1,27
HSBC Finance Mortgages Inc. 100.00 % 2,16 HSBC USA Inc. 100.00 % 23,23
HSBC Financial Services {Lebanon) s.a.l. 99.70 % 1,33 " HSBC Ventures USA Inc. . 100.00 % 2,18
HSBC Financial Services (Uruguay) S.A. (In . . . ]
Liquidation) 100.00 % 1,28 HSBC Yatrim Menkul Degerler A.S. 100.00 % 1,38
HSBC Global Asset Management {(Bermuda) ’
Limited T R 100.00 % 23,10 HSI Asset Securitization Corporation . 100.00 % 2,18
MIL (Cayman) Limited . 100.00 % 1.11 Tropical Nominees Limited 100.00 % 1,12
R/CLIP Corp. 100.00 % 2,18 Westminster House, LLC 100.00 % 418
Real Estate Collateral Management Company - 100.00 % - 1,18 Woodex Limited 100.00 % 2,10
Sico Limited : 100.00 % 1,32 )
Somers Nominees (Far East) Limited 100.00 % 2,10
Joint Venture Interest (%) Footnotes Associates Interest (%) Footnotes

ProServe Bermuda Limited 50.00 % 2,13 The London Gold Market Fixing Limited 25.00 % 6.25
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Reference Description of Shares
1 Ordinary Shares

-2 Common Shares
3 Preference Shares
4 LLC, no shares )
5 LLP, no shares
6 LP, no shares
7. Registered Capital Shares

‘8 Limited by Guarantee '

Reference Registered Office
9 156 Great Charles-Street, Queensway, West Midlands, Blrmmgham United Kingdom; B3 3HN
10 37 Front Street, Hamilton, Bermuda, HM 11
11 P.Q. Box 1109, Strathvale House, Ground floor, 90 North Church Street , George Town, Grand Cayman, Cayman Islands, KY1-1102
12 103 South Church Street, George Town, Grand Cayman, Cayman Islands, KY1-1003 .
13 c/o MUFG Fund Services (Bermuda) Limited, Cedar House, 4th Floor North, 41 Cedar Avenue, Hamilton, Bermuda, HM12
14 " 885 West Georgia Street 3rd Floor, Vancouver, British Columbia, Canada, V6C 3E9
15 66 Wellington Street West, Suite 5300, Toronto, Ontario, Canada, M5K 1EG
16 16 York Street, 6th Floor, Toronto, Ontario, Canada, M5J OE6
17 8 Canada Square, London, United Kingdom, E14 5HQ
18 c/o The Corporation Trust Company 1209 Orange Street, Wilmington, Delaware, United States of America, 19801

.19 160 Mine Lake CT, Ste 200, Raleigh, North Carolina, United States of America, 27615-6417
20 The Corporation Trust Company of Nevada 311 S. Division Street, Carson City, Nevada, United States of Amenca 89703
21 Corporation Service Company 251 Little Falls Drive, Wilmington, Delaware, United States of America, 19808
22 C T Corporation System 820 Bear Tavern Road, West Trenton, New Jersey, United States of America, 08628
23 The Corporation Trust Incorporated, 2405 York Road, Suite 201, Lutherville Timonium, Maryland, United States of America, 21093

T 24 2929 Walden Avenue, Depew, New York, United States of America, 14043
25 1800 Tysons Boulevard Suite 50, Tysons, Virginia, United States of America, 22102
26 452 Fifth Avenue, New York, United States of America, NY10018
27 - 300 Delaware Avenue Suite 1401, Wilmington, Delaware, United States of America, 19801
28 World Trade Center Montevideo Avenida Luis Alberto de Herrera 1248, Torre 1, Piso 15, Oficina 1502, Montevideo, Uruguay, CP 11300
29 c/o Hackwood Secretaries Limited One Silk Street, London, United Kingdom, EC2Y 8HQ
30 Quai des Bergues 9-17, Geneva, Switzerland, 1201 :

-3 18 Boulevard de Kokelscheuer, Luxembourg, L-1821
32 Woodbourne Hall, Road Town, Tortola, British Virgin Islands, P.O. Box 3162
33 Centre Ville 1341 Building - 4th Floor Patriarche Howayek Street {facing Beirut Souks), PO Box Riad El Solh, Lebanon, 9597

+ 34 122, Office Tower 2, Taikoo Hui, 381 Tianhe Road, Tianhe District, Guangzhou, Guangdong, China
35 Room 3102, L31 HSBC Building, Shanghai ifc, 8 Century Avenue, China (Shanghai) Free Trade Zone, Shanghai, China, 200120
36 306 Corniche El Nil, Maadi, Egypt 11728
37 tsidora Goyenechea 2800 23rd floor, Las Condes, Santiago, Chile, 7550647
38

Esentepe mah. Biyitkdere Caddesi No.128, Istanbul, Turkiye, 34394
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