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HSBC Asia Holdings B.V

Management Report

Principal activities

HSBC Asia Holdings B.V. {'the Company’) incorporated in the Netherlands as a limited liability company, with the Dutch Chamber
of Commerce, registration number 33236181 and is registered and domiciled in the United Kingdom as an overseas company
{with a statutory seat in Amsterdam). The Company is wholly owned by HSBC Finance (Netherlands), incorporated in England and
Wales. lts ultimate parent company is HSBC Holdings plc, incorporated in England and Wales.

In November 2018, the Company changed sole swnership from HSBC Asia Holdings {UK) Limited to HSBC Finance [Netherlands).

Review of the Company’'s business
During the year ended 31 December 2018, the Company continued to be an investment holding company.

The business is funded principally by its immediate parent, HSBC Finance (Netherlands).

Performance

The performance and position of the Company for the year ended 31 December 2018 and the state of the Company’s financial
affairs at that date are set cut on pages 4 1o 29.

The net asset value of the Company as at 31 December 2018 reduced to $601m (2017: $60,764m) as a result of restructuring the
Group's Asia operation to meet resolution and recovery requirements. In November 2018, the Company disposed of its
investment at cost in The Hongkong and Shanghai Banking Corporation Limited and HSBC Bank Bermuda Limited whereby
ownership was transferred from the Company to HSBC Asia Holdings Limited and HSBC Overseas Holdings (UK} Limited,
respectively. In addition, The Hongkong and Shanghai Banking Corporation Limited redeemed irredeemabile preference shares at
a total nominal value of $2,678m at par. Following, which the Company made a distributions in-specie to the equity shareholder
HSBC Finance (Netherlands) for the same amount.

The results of the Company show a profit before tax of $5,486m (2017: profit before tax of $7,586m).
The Company received the following dividends from other group undertakings:

2018 T 2017
~ $'000 $'000
Dividends from ordinary shares 7 7 ’ 7 )

The Hengkong and Shanéjhai Banking Corporation Limited 4.664,673 . 7.123.218
HSBC Bank Bermuda Limited B } - 104,000 202,750
“HSBC Software Development {India) Private Limited - . 176,527 j 981639

) ) ) 4,945,205 7,424,607
Dividends from associate . X .
HSBC Saudi Arabia Limited '" 14,611 16,430
Div_idends from preference sha__res ~ ~
The Hongkong and Shang;las Banking Corpofation Limited' ) ) B 86,700 88.353

! in 2018, disclosed withie Changes in fafr value of other finaachal instruments mandatorily measured at faw value through profit or loss.

Key performance indicators

As the Company is managed as part of the global bank, there are no key perfarmance indicators that are specific to the Company.
The key performance indicatars are included in the annual report of HSBC Holdings ple. Ongoing review of the performance of the
Company is carried out by monitoring the subsidiary performance, including cash flows from and to each subsidiary.

Principal risks and uncertainties

The principal financial risks and uncertainties facing the Company together with its financial risk management objectives and
policies, and an analysis of the exposure to such risks, are set out in Note 25 of the financial statements.

Being an investment holding company, the Company is subject to the risks of the performance of its subsidiaries which could
result in impairment of these investments. The Company's accounting policy for impairment of investments in subsidiaries is set
out in Note 1.2 on the Financial Statements.

The Company's exposures to credit, liquidity, market and foreign currency risks are limited due to the nature of its business,
which is predominantly investing in or financing of subsidiaries. These transactions are generally funded by way of capital or debt
obtained from the parent or other group companies.
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Directors

The Directors of the Company who were in office during the year and up to the date of signing the financial statements were as
follows:

el —— T Resigned
G A Francts T S
R .J Hennity T T _ - S
IF MacKinpon - o -
| J Mackay _ ) . 31 December 2018

B J 5 Mathews 17 December 2018

Appointments to the Board are made on merit and candidates are considered against objective criteria, having due regard to the
benefits of the diversity of the Board. A rigorous selection process is followed in relation to the appointment of Directors. The
Board of Directors keep the skills and technical expertise required on the Board under continuous review, taking account of key
and emerging risks issues affecting the business. The Board of Birectors will keep the Board composition requirement proposed
by "Wet Bestuur en Toezicht' under review assessing future Board appaintments.

Corporate Responsibility

The Corporate Social Responsibility Activities are deseribed in detail in the HSBC Holdings plc’s Annual Report and Account 2018,
which is available on www_hsbc.com.

Specific codes of conduct
HSBC's statement on Conduct is available on www . hsbc.com.

Dividends

The Company paid dividends to HSBC Asia Holdings (UK} Limited of $4,980m (2017: $7.975m) and HSBC Finance {Netherlands}
of $57,934m {2017: N/A).

Significant events since the end of the financial year

There are no significant events after the balance sheet date.

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 and capital resources.

Capital management

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

The Company detines capital as total shareholders’ equity. It is the Company's objective to maintain a strong capital base to
support the development of its business and to meet regulatory capital requirements at all times. There were no changes to the
Company’s approach to capital management during the year.
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Independent auditors

Pursuant to Part 9 of Book 2 of the Dutch Civil Code, the independent auditors will be deemed to be reappeinted and
PricewaterhouseCoopers Accountants N.V._will therefore continue in office.

This report and the financial statements were approved by the Board of Directors on 22 May 2019,
London, 22 May 2018

Board of Directors

. 1
(A RN
G A Francis R J Hennity I F MacKinnon

Registered Office
8 Canada Square
London E14 5HQ
United Kingdom




HSBC Asia Holdings B.V

Financial statements

Income statement for the year ended 31 December 2018

T 2018 2017
Notes $°000 $'000
Interest income ) 26 125,023 274,348
Interast expense . _ e B 26 o t1g3,949) (264,963)
Net interest income 1,074 9,385
Loss on disposal of associate - - (3.304)
Changes in fair value of other financial instruments ma-ﬁ-cilatcrily measured at fair value through profit or loss 2 545,923 N/A
Dividend income " 4,959,816 7,529,390
Other operating (expenselfincome B B 3 {26,024) 44,218
Net operating income B B 5.480.789 7,579,689
General and administrative income ) 4 5,456 6,354
Total operating expenses T 5,456 6,354
Profit before tax 5,486,245 7,586,043
Tax expense 4 {1,855) _ 18,302)
Prafit for the year o 5,484,390 7,579,741
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Statement of comprehensive income for the year ended 31 December 2018

2018 2007
Mores $000 $'000
T ’ ] 5,484,390 7,579,741

Profit for the yeé: o o
_Other comprehensive (expensslfincome B . o
Items that will be reclassified subsequently to profit and loss when specific conditions are met: . B

Available-for-sale investments

- fair value gains o ' - ' o WA 350481
- defer[t_e_d - 7 1a . N/A {930)
“Hems that will not be reclassified subseguently to profit o!: loss ) o i
Actuarial (‘Osse_:s)lgaas on defined benefit plans ) & (8.838) 48,062
_Current tax ) s 2,400 2,176
“Other o B ) {6,438} 399,789

Other Comprehensivei(t;);;;ense)fincome for the year, netof tax .
Total comprehensijve income for the year

5.477.952 7,979,530
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Balance sheet at 31 December 2018
Registered No: 33296181

2018 2017
Notes $'000 $'000
_.-ASSBB B - ) o o _ T o ) o )
_Cash and cash equivatents - 2 a1,128 118,151
Loans and advances to other group undertakings T 2,504.04; 6,287,911
Loans and advances to HSBC undenaklagé designated and m_tmgg'vv_ignar;diaitorilg measured at fair value 16 - Tsa,ﬁ_— N/A-
Financial investments o 15 - 2413251
Trade and other recevables o o o T mg_@ 86,702
Otherassets - s 484,101 511,156
Current tax assets - ) 617 T T a7
Investments in subsidiaries - T 18 10,800 57,799,879
ﬁ:fesls in associates T T - - I T ”__36,575 30.751é
Total assets B 3,289,529 67,227,925
Liabilities and equity - o
Liabilities - o -
Trade and other payables o ) 0 2,133 391
Loans fro@iothﬂgrtmipy@al-;ins s o A4 2,684,999 6?31 ,52
Deferred tax liahilites - I 1,000 1,869
Total liabikties - 2,688,132 6,463,892
Equity . A
Called up share capital 23 23 24
Preference share capital S T 23 25,815,127 2-7;,02-{,073
“Share premium account T T ) = 2apmsan79
Other reserves T - (25,703,378) (4,765,153
TRetained earnings - T T 7 ameezs | 14623310
Total equity B T 601,397 80,764,033
Total liabilities and equity 3,289,529 67,227,925

The accompanying notes on pages 10 to 29 form an integral part of these financial statements.
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Statement of cash flows for the year ended 31 December 2018

2018 2017
Notes $'000 $°000
Cash flows from operating activities - - - -
_Profit before tax_ S - 5438245  7.586043
_Adjustments for: T ' ] T T : L -
Non-cash items included in profit before tax T N - 2 (433,325) . (45.9387]
@?_ge n operating ass_;e-ts __ - — T e 35,202 @T}
“Change in operating liabilities - - 1742 (11563
Tax paid e - (584) i2.681)
Neot cash generatéﬁ;m operalinmvities - T T 5,089,280 7,496,530
_Cash flows from investing activities i o - S
Net lpans and advances from other group undert;ir:g-s T T o L 33,868 7 1,5‘87,54\5
ﬂel [ﬂqut‘flow from ms_tments- in_subiiﬂ iaries _7 77i - 18 . '7{2725,000}
Proceeds from sals of associate ) T o o _ . - 31,363
“Proceads from the redemption of firancial inyes-tmjl-t-g - o 77_ 18 2,573,000 7”___ 775,20@
Net cash generated from investing activities '__ T - } 2,711,865 7,568,906
Cash flows from financing activities } L . o .
Loans repayments to other group L{ndertakings‘; T 7_- T B T o L . (ZG{_GQZJI o __@94@
Dividends paid T - ]  (7.851,536)  (7,975.000)
Net cash uged in financing activities -~ {7.878,168) {9,968,155)
Net (decrease)increase in cash and cash equivalents o o 77023y 96,281
“Cash and cash equivalents brbught forward T o o 118.151 . 21,870_
Cash and cash eguivalents carried forward o o 12 41,128 k7ﬁ8,1—51;
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Statement of changes in equity for the year ended 31 December 2018

Other reserves

ﬁnanci;l’
asseots at Capital Capital Capital
Called up Preferance Share Retained FVOCI  contribution exchange redemption
share capital share ital Premi earnings reserve roserve rosorve reszerve  Total equity
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
As at 31 Dec 2017 24 27,021,073 23,884,779 14,623,310 {431,202) 4,346 (4.338,297) - 60,763,033
Impact on transition to
IFRS 9 - - - {431,202} 431,202 - - —_
At 01 Jan 2018 24 27,021,073 23,884,779 14,192,108 - 4,346 (4,338,297} - 60,764,033
Profit for the year - - - 5,484,320 - - - - 5,484,390
Other comprehensive
expense {net of tax}
- Other comprehensive
expense (net of tax} - - - {6,438} - - - - {6,438)
Total comprehensive
income for the year - - - 5,477,952 - - - - 5,477,952
Dividends to
sharcholders - — {23,884,779) (19,180.435) - - — (22,575,374} (65,640.588)
Exchange movement (1) {1,205,946) - - - - 1,205,947 - -
At 31 Dec 2018 23 25,815,127 - 489,625 - 4,346 (3.132,350) (22,575.374) 601,297

Share Premium & Capital redemption reserve

Following a restructure of the Group's Asia operation to meet resolution and recovery requirements, ownership in The Hongkong
and Shanghai Banking Corporation Limited and HSBC Bank Bermuda Limited, was transferred from the Company to HSBC Asia
Holdings Limited and HSBC Overseas Holdings (UK} Limited, respectively, the Company made a distributions in-specie to the

equity shareholder HSBC Finance (Netherlands), which was net cash settled (Note 18}.

Capital exchange reserve

The capital exchange reserve represents other reserve which is distributable and relates to movements on translation of share

capital.

Capital contribution reserve

The capital contribution reserve represents the net of contribution by HSBC Holdings plc to the Company in respect of share

options.

Dividend per share

Dividend per share for the year was $154.9m (2017: $13.6m).

Equity is wholly attributable to equity shareholders of HSBC Asia Holdings B.V.
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Statement of changes in equity for the year ended 31 December 2018
(continued)

Other raserves

Available for Capital Capital Capital
Called up Preference Share Retained sale fair value  contribution exchange redemption
share capital  share capital Premium earnings reserve reserve resarve reserve Tetal equity
$'000 $'000 $'000 $'C00 000 B $'000 $'000 - S'OQ? $'0(£
AtO1 Jan 207 21 23754876 23884779 14,968,331 _ {780,753) 4,367 (1,072,097) — 60.759.524
ﬂrof'ﬂ for the year . — = = 7,‘579_!741 B - ) - — ) — 7‘579.?417
Other comprehensive
income {net of tax)
- available-for-sale B
Investments - — — 350,481 — — - 350,481
- Other comprehensive
income {net of tax} — - - 50,238 (930) — — — 49,308
Total comprehensive
income for the year — — — 7.628,979 349,551 — - - 7.979.530
Dividends to
shareholders — — — 17,975,000} - — - - {7.975,000)
Exchange movement 3 3.266,197 ] - - - 2n ) (3,266,200 —_ i 21}
At 31 Dec 2017 24 27,021,073 23,884,779 14,623,310 (431,202) 4,346 4.338.297) — 50,764,033
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Notes on the financial statements

1 Basis of preparation and significant accounting policies

HSBC Asia Holdings B.V. {the ‘Company’} incorporated in the Netherlands as a limited liability company, with the Dutch Chamber
of Commerce, registration number 33296181 and is registered and domiciled in England as an overseas company {with a
statutory seat in Amsterdam}.

The financial statements of the Company have been prepared in accordance with the Dutch Civil Code as applicable to companies
using International Financial Reporting Standards {'IFRSs’). The principal accounting policies applied in the preparation of these
financial staterments have been consistently applied to all of the years presented, unless otherwise stated.

1.1 Basis of preparation
(a) Compliance with International Financial Reporting Standards

The financial statements of the Company have been prepared in accordance with International Financial Reporting Standards
{'IFRSs’) as issued by the International Accounting Standards Board {|ASB'), including interpretations issued by the IFRS
Interpretations Committee, and as endorsed by the European Union ("EU’} and in accordance with Book 2, Title 9 of the Dutch
Civil Code.

At 31 December 2018, there were no unendorsed standards effective for the year ended 31 December 2018 affecting these
financial statements, and the Company application of IFRSs results in no differences between IFRSs as issued by the IASB and
IFRSs as endorsed by the EU.

Standards adopted during the year ended 31 December 2018

The Company has adopted the requirements of IFRS 9 'Financial Instruments’ from 1 January 2018. The effect of its adoption is
not considered to be significant, IFRS 9 includes an accounting policy choice to remain with 1AS 39 hedge accounting, which the
Company has exercised. The classification and measurement and impairment requirements are applied retrospectively by
adjusting the opening balance sheet at the date of initial application. As permitted by IFRS 8, the Company has not restated
comparatives, Adoption at 1 January 2018 had nil impact to net assets,

In additian, the Company has adopted the requirements of IFRS 15 'Revenue from contracts with customers’ and a number of
interpretations and amendments to standards which have had an insignificant effect on the financial statements of the Company.
{b}) Future accounting developmentis

Minor amendments to IFRSs

The IASB published a number of minor amendments to IFRSs which are effective from 1 January 2019, some of which have been
endorsed for use in the EU. The Company expects they will have an insignificant effect, when adopted, on the financial
statements of the Company.

Major new IFRSs

The {ASE has published IFRS 16 ‘Leases’ and IFRS 17 ‘Insurance contracts’. IFRS 16 has been endorsed for use in the EU and
IFRS 17 has not yet been endorsed. In addition, an amendment to I1AS 12 ‘Income Taxes' has not yet been endorsed.

These are not expected to have any significant effect on the results or net assets of the Company when adopted.

{c} Foreign currencies

The functionat currency of the Company is US dollars, which is also the presentational currency of the financial statements of the
Company. Unless otherwise specified, all $ symbols represent US dollars.

Transactions in foreign currencies are recorded at the rate of exchange on the date of the transaction. Assets and liabilities
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 included in other comprehensive income or in the income statement depending on where the gain or loss on the
underlying item is recognised.

The share capital of the Company has been restated into US Dollar using the relevant EURO/USD year-end closing rate. The
movements in exchange of the share capital remain within equity and are captured in the capital exchange reserve, which is a
distributable reserve.

{(d} Presentation of information

The financial statements have been prepared on the historical cost basis, modified by revaluation of financial assets designated at
fair value and available-for-sale financial assets.

All amounts have been rounded to the nearest thousand unless otherwise stated.

The Campany is exempt from the requirement to prepare group consolidated financial statements. All subsidiaries held by the
Company are taken up within the consolidated financial statements of the ultimate parent company. Under the exemption
provided by paragraph 4(a) of IFRS 10, the Company does not prepare consolidated financial statements and, in lieu thereof, files
with the Trade Register of the Chamber of Commerce in Amsterdam the audited annual group financial statements of HSBC
Holdings plc.

The financial statements present information about the Company as an individual undertaking.

10
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(e} Critical accounting estimates and jutdgements

The preparation of financial information requires the use of estimates and judgements about future conditions. In view of the
inherent 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 to follow, 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 conclusions from
those reached by management for the purposes of these financial statements.

Management's selection of the Company's accounting policies which contain critical estimates and judgements reflects the
materiality of the items to which the policies are applied and the high degree of judgement and estimation uncertainty involved,
{fi Going concern

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 and capital resources.
1.2 Summary of significant accounting policies

{a} Income and expense

Interest income and expense

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

The eftective interest rate is the rate that exactly discounts estimated future cash receipts or payments through the expected life
of the financial instrument or, where appropriate, a sharter periad, to the net carrying amount of the financial asset or financial
ability.

Interest on impaired financial assets is recognised using the rate of interest used to discount the tuture cash flows for the purpose
of measuring the impairment loss.

Non-interest income and expense

Dividend income is recognised when the right to receive a payment is established. This is the ex-dividend date for listed equity
securities and usually the date when the shareholders approve the dividend for unlisted equity securities.

{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 jts invoivements
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 may be impaired. Impairment testing
involves significant judgement in determining the value in use, and in particular estimating the present values of cash flows expected to arise from
continuing to hold the investment and the rates used to discount these cash flows,

{c) Interests in associates

The Campany classifies investments in entities over which it has significant influgnce, and that are neither subsidiaries nor joint
ventures, as associates.

Investments in an associate are assessed at each reporting date and tested for impairment when there is an indication that the
investment may be impaired. Goodwill an acquisition of interests in associates is not tested separately for impairment but is
assessed as part of the cartying amount of the investment.

The Company carries its investments in associates at historical cost less provisions for any impairment.

(d} Valuation of financial instruments

All finangial 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 orderly transaction between market participants at the measurement date. The fair value of a financial
instrument on initial recognition is generally its transaction grice {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 either untii the transaction matures or is
closed out and the valuation inputs become observable or the 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 accarding 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.

1
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Critical accounting estimates and judgements

The majority of valuation techniques employ only observable market data. However, certain financial instruments are valued on the basis of
valuation technigues that feature one or more significant market inputs that are unobservable, and for them the measurement of fair value 1s more
judgemental. An instrument in its entirety is classified as valued using significant unobservable inputs if. in the opinion of management, a
significant proportion of the instrument’s inception profit or greater than 5% of the instrument’s valuation 1$ driven by uncbservable inputs,
‘Unobservable’ in this Gontext means that there is little or no current market data available from which ta determine the price at which anarm’s
length transaction would be likely to occur. It generally does not mean that there is no data available at all upon which to base a determination of
fair value lconsensus pricing data may, for example, be used).

(e} Financial instruments measured at amortised cost
Leans and advances to other group undertakings

Loans and advances to other group undertakings are those that have not been classified either as held-for-trading or designated
at fair value. These loans are recognised when cash is advanced and are derecognised when the undertakings repay their
obligations, or the loans are sold or written off, or substantially all the risks and rewards of ownership are transferred. They are
initially recorded at fair value plus any directly attributable transaction costs and are subsequently measured at amortised cost
using the effective interest method, less impairment losses.

Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment. A provision for impairment is established when there is objective evidence that the
Company will not be able to collect all amounts due according to the original terms of the receivables. The amount of the
provision is the diference between the asset’s carrying value and the present value of estimated future cash flows, discounted at
the original effective interest rate. When a trade receivable is uncollectable, it is written off against trade receivables and the
amount of the loss is recognised in the income statement. Subsequent recoveries of amounts previously written off are credited
to the income statement,

Loans from other group undertakings

Loans from other group undertakings are recognised when cash is advanced or centractual 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 provision 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.

{i Impairment of amortised cost assets

Expected credit losses are recognised for loans and advances to other group undertakings and other financial assets held at
amortised cost. At initial recognition, allowance is required for ECL resulting from default events that are possible within the next
12 months or less, where the remaining life is less than 12 months, {"12-month ECL’). In the event of a significant increase in
credit risk, allowance {or provision) is required for ECL resulting from all possible default events over the expected life of the
financial instrument (’lifetime ECL"). Financial assets where 12-month ECL is recognised are considered to be ‘stage 1'; financial
assets which are considered to have experienced a significant increase in credit risk are in ‘stage 2'; and financial assets for
which there is objective evidence of impairment so are considered to be in default or otherwise credit-impaired are in "stage 3.

All of the Company's exposures are with other HSBC group undertakings. An assessment of whether gredit risk has increased
significantly since initial recognition is performed at each reporting period by considering the change in the group company’s
customer risk rating ['CRR’}). The CRR of group companies have been virtually the same over the past few years, therefore the
exposures are in stage 1. No ECL is recognised as no loss was incurred for HSBC group undertakings.

Further detaifs can be found in HSBC Holdings ple Annual Report and Accounts 2018 Note 1.2 (i),
(g) Loans and advances designated and otherwise mandatorily measured at fair value

Loans and advances are classified in this category it 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 loans and advances assets are recognised when the Company enters into contracts with counterparties, which is
generally on trade date, and are normally derecognised when the rights to the cash flows expire or are transferred.. 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'.

(h) Employee compensation and benefits
Share-based payments

The Company enters into both equity-settied and cash-settled share-based payment arrangements with its employees as
compensation for the provision of their services.
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The vesting period for these schemes may commence before the grant date if the employees have started 1o render services in
respect of the award before the grant date. Expenses are recognised when the employee starts to render service to which the
award relates.

Cancellations result from the failure to meet a non-vesting condition during the vesting period, and are treated as an acceleration
of vesting recognised immediately in the income statement. Failure to meet a vesting condition by the employee is not treated as
a cancellation, and the amount of expense recognised for the award is adjusted to reflect the number of awards expected to vest.

Post-employment benefit plans
The Company operates a number of pension schemes including defined benefit and defined contribution.

Detined benefit pension obligations are calculated using the projected unit credit method. The net charge to the incoms
statement mainly comprises the service cost and the net interest on the net defined benefit asset or liability, and is presented in
operating expenses.

Remeasurement of the net defined benefit asset or liability, which comprise actuarial gains and losses, return on plan assets
excluding interest and the effect of the asset ceiling {if any, excluding interest], are recognised immediately in other
comprehensive income. The net defined benefit asset or liability represents the present value of defined benefit obligations
reduced by the fair value of plan assets, after applying the asset ceiling test, where the net defined benefit surplus is fimited to the
present value of available refunds and reductions in future contributions to the plan.

Whilst the Company is the official sponsor of certain defined contribution plans, the obligations for contributions to defined
contribution plans are not recognised as an expense in the Company's income statement as these are recognised in the income
statement of the ultimate employing company of the individuals concerned.

{if Tax

Income tax comprises current tax and deferred tax. Income tax is recognised in the income statement except to the extent that it
relates to items recognised in other camprehensive income or directly in equity, in which case the tax is recognised in the same
statement in which the related itern appears.

Current tax is the tax expected to be payable on the taxable profit for the 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. Payments associated with any incremental base erosion and anti-abuse tax are reflected in tax
expense in the period incurred.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liahilities in the balance sheet,
and the amounts attributed to such assets and liabifities for tax purposes. Deferred tax is calculated using the tax rates expected
to apply in the periods as the assets will be realised or the liabilities settied.

Current and deferred tax are calculated based con tax rates and laws enacted, or substantively enacted, by the balance sheet date.

Critical accounting estimates and judgements

The recagaition of a deferred tax asset relies an an assessrnent of the probability and sufficiency of future taxable profits, future reversals of
existing taxable temporary differences and angoing tax planning strategies. In the absence of a history of taxable profits, the most significant
judgements relate to expected future prefitability and to the applicability of tax planning strategies, including corporate reorganisations.

()} Provisions and contingent liabilities
Provisions

Provisions are recagnised when itis probable that an outflow of economic benefits will be required to settle a present legal or
constructive obligation that has arisen as a result of past events and tor which a reliable estimate can be made.

Critical accounting estimates and judgements

Judgement is involved in determining whether a present obligation exists and in estimating the probabifity, timing and amount of any outflows.
Professional expert advice is taken on the assessment of litigation, property (including onerous contracts) and similar obligations. Provisions for
legal proceadings and regulatory matters typically require a higher degree of judgement than cther types of provisions. When matters are at an
early stage, accounting judgements can be difficult because of the high degree of uncertainty associated with determining whether a present
ohiigation exists, and estimating the prababhility and amount of any cutflows that may arise. As matters progress, management and legal advisers
evaluate on an ongoing basis whether provisions should be recognised, revising previous judgements and estimates as appropriate. At more
advanced stages, it is typically easier 10 make judgements and estimates around a better defined set of possible cutcomes. However, the amount
provisioned can remain very sensitive to the assumptions used. There could be a wide range of possible outcomes for any pending legal
proceedings, investigations or inguiries. As a result, it is often not practicable to quantify a range of pessible cutcomes for individual matters. It is
also not practicable to meaningfully quantify ranges of potenitial outcomes in aggregate for these types of provisions because of the diverse nature
and circumstances of such matters and the wide range of uncenainties involved. Provisions for customer remediation alse require significant
leveis of estimation and judgement. The amounts of provisions recognised depend on a number of different assumptions, such as, the volume of
inbound complaints, the projected period of inbound complaint velumes, the decay rate of cemplaint volumes, the population identified as
systarmically mis-sold ard the numbeér of policies per customer complaint.

Contingent liabilities

Contingent liabilities, which include certain guarantees and letters of credit pledged as collateral security, and contingent
liabilities related to legal proceedings or regulatory matters, are not recognised in the financial statements but are disclosed
unless the probahility of settiement is remote.

{k) Called up share capital

Financial instruments issued are generally classified as equity when there is no contractual obligation o 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.

The preference share capital is classified as equity if it is non-redeemable and any dividends are discretionary, or when it is
redeemable but only at the Company’s option. Dividends on preference share capital classified as equity are recognised as
distributions within equity.
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{I} Cash and cash equivalents

Cash and cash equivalents include highly liquid investments that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of change in value. Such investments are normally those with less than three months’ maturity
from the date of acquisition.

2 Net income from financial instruments measured at fair value through
profit or loss

T 2018 2017

$'000 $'000

“Met income arising on: - N - o

Changes in fair value of other financial?s[rumems mandatorily measured at fair value through profit or loss 545,923 N/A

Year ended 31 Dec j S T 777 545,923 NiA

3 Other operating {expense)/income

2018 2017

$'000 $'000

Fareign exchange (loss)/gain o T - T 126,024}_ 44,047

Othar operating income T ST T o - o 7 1

Total biﬂér:’be;éti;l’g {expense}ﬁncom-e_- -0 7 66.0241 44,218
4 General and administrative expenses

T 218 2017

$'000 $'00C

Etg;;aigngj-gtﬂ;pension income D o 7 _7 o oo 12,474 o 11,797

Company staff - pension expense T {4,646) t4,66(-])_

Total defined benefit pension plan income ’ T 7,828 - i 7.1 37"

Other administrative expenses T T (2,372) {783)

Year ended 31 Dec T T T 5,456 6,354

The Company is the official employer and sponsor of the International Staff Retirement Benefits Scheme ('ISRBS’), and it is Group
palicy that all payments made to the ISRBS and any other charges incurred by the Company in respect of the members will be
reimbursed to the Company by the Group and associated entities where the members of the ISRBS have been seconded to.

The pension expense is different from the recharges received from other group and associated comjpanies and these intra-year
variations are not unusual and are caused by timing differences. Ultimately, there will have been no effective cost to the Company
in respect of the ISRBS.

Whilst the Company is the official sponsor of certain defined contribution plans, the obligations tor contributions to these defined
contribution plans are not recognised as an expense in the Company's income statement and are recognised in the income
statement of the employing company of the individuals concerned.

5 Employee compensation and benefits
The Company has no employees and hence no staff costs {2017 nil}.

6 Retirement benefits
Post-employment henefit plans

HSBC operates pension plans throughout the world for its employees. Further details on the policies and practices asscciated
with these pension plans can be found in the HSBC Holdings plc’s Annual Report & Accounts 2018 on page 87 'Pension risk
management’.

Defined benefit plan

The Campany operates a closed defined benefit plan that provides pension benefits for employees upon retirement called the
International Staff Retirement Benefits Scheme ('ISRBS).

The defined benefit plan was closed to future benefit accrual in 2016. The plan is overseen by an independent corporate trustee,
who has a fiduciary responsibility for the aperation of the plan. Its assets are held separately from the assets of HSBC group.

The investment strategy of the plan is to hold the majority of assets in bonds.

The latest funding valuation of the plan at 31 December 2017 was carried out by Hymans Robertson LLP. At that date, the market
value of the plan’s combined assets was £1,198m ($1,618m), and this exceeded the value placed on its liabilities on an ongoing
basis by £179m {$242m)}, giving a funding level of 117.6%. The main differences between the assumptions used for assessing the
defined benefit liabilities for this funding valuation and those used for IAS 19 are more prudent assumptions for discount rate,
inflation rate and life expectancy.
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There are no plan for the Company to make further contributions as the defined benefit plan is in surplus.

The actuary also assessed the value of the liabilities if the plan were to be stopped and an insurance company asked 1o secure all
future pension payments. This is generally larger than the amount needed on the ongoing basis described above because an
insurance company would use more prudent assumptions and include an explicit allowance for the future administrative

expenses of the plan. Under this approach, the amount of agsets needed was estimated to be £1,156m ($1,5661m) at 31
December 2017,

Defined contribution plans

Whilst the Campany is the official sponsor of certain defined contribution plans, the obligations for contributions to defined
contribution plans are not recognised as an expense in the Company's income statement as these are recognised in the income
statement of the ultimate employing company of the individuals concerned,

Defined benefit pension plan

Net assets recogrised on the balance sheet in respect of defined benefit plan

2018 o017
. ) . ] $'000 $000
_Present value of defined benefits abligations 972,193 1,109,896

Fair value of plan assets

. 6,294 1621053
Net retirement benefits asé? T T 484,101 511,157
Movements in the liability for defined benefit obligations recognised in the balance sheet

Sz 207
$'000 $'000

“Liability for defined benefit obligations at 1 Jan T T 7 T 4109,886 1098435
M_miémenls inexcﬁange 7 - T T :_; _: __;7 ) (62.25:;]”‘_ ‘1_01,f53373
Tct-uaTb_eneﬁtshmyr:e;;s made T - — — o o 7 lGQ,(EﬂL _;7(1@)0]
_Expense recognised i_nﬂ?ﬂc&me @Eﬂseeﬁloﬁ_; o - . %3 SQE_
_Qtrﬁombfeheﬁt_siv_eincc_)me ) ) T T ) (37.472) 6.193)
Liabilityfordeﬁned berw_ﬁ?oh?g\atiomt.ﬁﬁéck - T T T 7 T Bi'IZ,‘l??._ _I,ESSBw
_Present value of defined benefit obligation relating to: _ o _ L _
-vested terminess - - o 2es30 3204
vetrees . o ey __ 79785
Movements in the fair value of plan assets recognised in the balance sheet

T o018 007
$'000 $°000

“Fair value of plan sssets at 1 Jan T T - 1,621,053 T 1512,236
Movements inmchangs T T T T T T T T T eazom  1aaeso
iA;tual ber}eﬁilsﬂjments rmé T T - _ _7_ ; _ !4H css.mﬁiﬂ@
@Mplaﬁéﬁee nextpa@ - T 7'_ - ) 38,860 ) 41,698
91he£n{prehensiveincc£1£ 7 - e {46,310} ¥*@Si
Fair value of plan assets at 31 Dec 1,456,294 1,621,053

Remeasurement effects recognised in cther comprehensive income

- 2008 2017
$'000 $'000

‘Actua-yia]@(gam)due 14] experiencé on DBO__' T T _7j_ - 7ﬁ - T ‘_: ‘_32,121- T ‘_(3@
Actuaméin due tpd_en-mgraphic assumption changesinDBO o o _;ﬁ N (3.32_L_ ES)

Ictuar'lal {gainiloss due to ﬁnanclras‘xsurnT)ﬁon chanrgeﬂiDB? T 7_ 7_7_ - (65.667)_ T ﬁ!ii
Actuarial gain on DBO arising during the period T T 37,4724 (6193

“Return on pfan-wa_sset‘si:sf(gaer]t_tﬁn dis:unra(-e - 0 e " 46.310 ‘_(41.T6‘91

‘Remeasurement effects recogmsedinocl ] ] 8,838 (48,067)
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Cost recognised in comprehensive income

2018 2017

$'000 $'000
Cost recognlsed in mcomes_tate_m_en_t T _______ (7,828} ’ o {7130
Remeasurement etfects recognised in OC! o 8838 (48062
fomost recognised_in c;mprehensive income o T T 116‘]0 {55,199)
Expenses recognised in income statement

218 2017

%7000 $'000
Interest on oblngatron o T T S 777772763586 29,901
Adm\nnstrallon_c;st_s and taxes o S T T ’ 4,65-67 o 4,660
- - - s 31,032 34,561
Return on plan assets T (38,860} " (41,698)
Year ended 31 Dec {7,828} {7,137}

Fair value of plan assets by asset classes

2018

No quoted
markst price in

Quoted market
price in active

2017
Quoted market
price in active

No quoted market
price in active

Value market active market Value market market

$000 $'000 $'000 $'000 $'000 $'000
Bonds T T 449363 1,327,163 122,200 1425534 1,289645 135889
Property - - - T 38,277 - 36,277
Cash and cash equivalents 41,320 4,320 - 187399 187,399 =
“other’ (34,389) _ - _(34,389) 2si1sn - (28157)
Fair value of plan assets 1,456,284 1,368,483 87.811 1,621,053 1,477,044 144,009

T Income tax due on investments owed by the scheme

Post-employment defined benefit plan actuarial financial assumptions

HSBC determines the discount rates to be applied to its obligations in consultation with the defined benefit plans’ actuaries, on
the basis of current average yields of high-quality (AA-rated or equivalent) debt instruments with maturities consistent with those

of the defined benefit obligations.
Key actuarial assumptions for the principal plan

Assumpuons as at 31 December

Inflation

Pension increases

Discount rate

Mortaiity tables and average life expectancy at age 55 for the principal plan

2018 2017
3% 3.40%
~ 2a0%  250%
2.80% 2.50%

" Male mortallty “Life & expectancy at age 65 for a male Formals moﬂall}y

Life axpectanc ‘at age 6% for a

table member cut‘rentlv femals member currently:
Aged 66 _ Ag.d 45- Aged 65 Aged 45
At 31 Dec 2018 _ BO% 52NMA 248 264 80% S2PFA_L 25.8 27.3
Wz B _ B80% 52NMA _ %4.9 26 2 BO% S2PFrA_L - 252 214_
* with core CM{ 2017 improvements and a 1 25% long-term rate
The effect of changes in key assumptions on the ISRBS pension scheme 1s detalled below:
T 2008 2017
_ $'000 $'DOQ
Change in n defined benefit obligation at year-end from a 25bpslngease in discount rae _ 35,347 41686
Increase in defined bensfit obligation from sach additional year ot longevity 2 assumed 28,946 ~ 35733

Estimated contributions and benefit payments in next financial year

In 2019, the estimated Company contribution is nil. The estimated benefits payments are expected to be $43.6m.
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7 Directors’ emoluments

None of the Directors of the Company received any emoiuments in respect of their services as Directors of the Company (2017;
nil). The Directors are employed by other companies within the HSBC Group and consider that their services to the Company are
incidental to their other responsibilities within the HSBC Group.

8 Auditors’ remuneration

Certain expenses including auditors’ remuneration have been borne by HSBC Holdings plc and are therefore not charged in .
arriving at profit before tax. The amount incurred in respect of the audit of these financial statements was $42k (2017: $45k).

There were no non-audit fees incurred during the year (2017: nil}.

9 Tax
Tax expense
S s a7
$'000 $'000
‘ewrettax  _________ ——-———-——----—-" -
B 1810 181
dﬁst;engirrrespiectafpnoryears - T 00 0 0 = ) - 183 294
" withholding tax suffered - 731 4189
Totalgurrenttax I > - =)
Deferred tax — —_ —
“forthisyear ___ _ _ ~— ~— —— — - o oo @y
- Effects of changes in n tax rates o [ 103 &7 o
TJotal deferred tax_ - - 00 T {863} I
Year ended 31 Dec 1,855 £,302

The UX corporation tax rate applying 1o the Company was 19.00% (2017: 19.26%).

In the UK Budget on 8 July 2015, the UK Government proposed to reduce the main rate of UK corporation tax to 19% with etfect
from 1 April 2017. Additionally in the Budget on 16 March 2016 a turther rate reduction to 17% was proposed from 1 April 2020
and this was enacted in the Finance {(No2) Act 2016 on 6 September 2016 . This has therefore been taken into account in the
calculation of the UK related deferrad tax balances as these balances will materially reverse after 1 April 2020.

In addition to the amount charged to the income statement, the aggregate amount of current and deferred tax relating to items
that are credited directly to equity is $2.dm (2017: $1.2m} .

Tax reconciliation

2018 T om7

o $°000 %%} $000 %)

Proftbeforetax T 7 T 7 7 "sasezas _ _  _  7pegeoea3
Taxal 1900% 2017: 9200 T 1,042,386 1900 1480083 1935
Adjustments in r;;pe?t o—ﬁlr&; p;;od I\abllmes - 0 00 = _:::‘183 T - ﬁ‘Z_fMiﬁ - =
Permanent disaliowaples . as,m 003 _ _ (8@_ _ _ _0d0
"Etfects ot changes inEx;te? - - -0 1wz - 0 _— -
Nontaxable incomeandgains T (1,046,492 (19.08)  (1.450392)  {181%)
“Withholding tax suffored R~ B Y | R BT )
Yearended31Dec T T T T 1,855 0.03 6302 009

10 Deferred tax

T TeesT T T T oaow7

$'000 $000
Ny - )
ncome statementoredt o o 869 000000 —
‘Other comprehensive income: o o o
- Avpilable-for-sale investments N/A (930)
“At31Dec208 T T T ST T T T T ey ees)
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11 Dividend income

2018 2017
$'000 7i$'0£
“Dividend income from associates } - T aet . 1843
Dividend inceme irom other group undertakings B : 3} o o B 4,945,205 7424607
Dividend income from preference shares’ o o - 88.363
“Year ended 31 Dec___ B T 4,959,816 7,529,390

" in 2018, disclosed within Chnanges in fair value of other financial instrumenis mandatorily measured at faw value through profit or foss (Note 2)

12 Reconciliation of profit before tax to net cash flow from operating

activities
2018 2017
o $'000 8000
Non-cash item incluéed in profit and foss - a S 777
Amount writ?qgﬁffiof investment in subsidiaries B S - 7 26 -

Charge/icredi) for defined benefit plans T - 18217 (49.292)
Loss on disposal 6_Tass_oc_;iale_ T - - o o _ - 3,304

"Fair value movements in financial assgdesignated at fair value - {451,568) —

T — T T o B {433,325} {45,988)
Change in o_p_erng_assets o o
Change in trade and other receivables T T 35202 129,281)
Change in operating liabilities I . _

"Change in trads and other payables S T T 1,742 {11,563
Cash and cash equivalents comprise = .

"Cash at bank with other group undertakings e T “a1,128 118,151
Interest and dividends o o o
interestpaid T - - (150,582) (269.118)
Interest received T T o o 158.888 261,891
Dividends received - "_ o - 4,959,816 7,441,037

1 Cash and cash equivalents comarise cash and short time deposits which are immediately avadable at no additional break costs should the need arise. The fair value is not
significamtly different ta the carrying value in the balance sheet as they ere shoit term in nature
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13 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 cost Total
At 31 Dec 2018 o $'000 $'000 $'000
posets T T o T e
Cashendeashsquivalems T T T T T T U itz aiazs
_‘L@?@vancesrm_omr group undertakings o - S — 2,604,046 2.6504,046
Loans @a{ﬂaﬂcesﬂs&ndérﬁﬁgs designatﬂ anﬁﬁe@e mmamle- measured atfairvalue 186,818 - 186,819
Finangial iﬁvestmen;s 7_i - T = - - -
Trade and other receivables - — 31500 31,500
Total financial assets - - ~_186.819 _2,576.674 2,763,493
_Total non-financial assets o e 526,036
Total assets - _ ) 3,289,529
Liahilities o
Trade and otherpeyables  _ __  _ __ — _ — —— - 2133 2133
_Loans from other gmﬁp undertakig{ T T 7_ o — 2,684,999 2,684,999
Total financial liabilities - - — 2,687,132 2,687,132
Total non-financial liabilities e B 1000
Total fiabiliies T T C 2,688132

Categories of financial instruments are disclosed under IFRS 9 at 31 December 2018. These are not directly comparable with 31
December 2017, where the instruments were categorised in accordance with IAS 39.

Financial

assets and

Available-far- Labilitias at

Leans and sale amortised
recevables securities cast Total
At 31 Dec 2017 . . o o $ﬂ $'000 $'000 $00C
Heew T T T T o oo T e
Cash and cash equivatents - = = _1i815) 118,151
“Loans and advances to Votherigroup undenakringsir - o 6.287.911 = = 6_2{5‘91_1
Fencialmesments T T T T T T haim = amaos
Trade and other receivables - = = eeae2 e6I02
Total financial assets ) S 287,911 241325t 184853 8,886,015
Tot_mknar\_—iinan@_ssets* . L 58,341,910
Total assets - T T T ) T T T T Bipozess

Liabilities )

Todeanastrpavas o T T
_Loans from other group undertakings 0~ — 6461632 6461.632
Total financial liabilities S = — = 6462023 6462023
_Total non-financial liabilities - - 1.869
Total liabilities T T o T 6463892
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14 Fair value of financial instruments not carried at fair value

Fair value hierarchy
Fair values of financial assets and liabilities are determined according to the following hierarchy:

{a) Level 1 - valuation technique using quoted market price: financial instruments with quoted prices for identical instruments in

active markets that HSBC can access at the measurement date.

(b) Level 2 - valuation technigue using observable inputs: financial instruments with quoted prices for similar instruments in active
markets or quoted prices for identical or similar instruments in inactive markets and financial instruments valued using models

where all significant inputs are observable.

{c) Level 3 - valuation technigue with significant unobservable inputs: financial instruments valued using valuation technigues

where one or more significant inputs are unobservable.

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

Valuaﬁbn ltochniquus

Significant
Observable unobservable
Carrying amount Quoted price inputs inputs
Level t Level 2 Leval| 3 Total
$'000 $'000 $'000 $'000 $'000
At 31 Dec 2018 - T T S -
Assets - 77 - - - s o
_Loans and adva;ce_s t;bﬁer group undertakings B 2,5_047056 - - 2,659,8?(_3____ _ - -2.659,890
Liabilities - '
“Loans from other group undertakmgs 2,684,999 - 2846151 = 2,848,151
T T - Fair values N i -
T o 7\;‘_a_|uglion techmc;ue: e
Sigmificant
unohservable
Carrying amount Quoted price  Observable inputs nputs
Level 1 Level 2 Level 3 Total
$°000 $'000 $'000 $'000 $'000
At31 Dec 2017 - T -

Assets ST T T B - 7__7 7 B T
Loans and advances to other group urGéEak_iﬁg-é N 6287,911 o _____—;;7_2,4-49.913 T T T o T@E 3
Liabilities - - 0
Eﬂsﬁrﬂng_th_er group underta(@; 7 77 o 6,461,632 T _“ _ _6.644,335 = 6,644,335

15 Loans and advances to other group undertakings
Nominal interest

rate Maturity date 2018 2017

(%o} $'000 _ _$'000
I:uﬁ_gkt;ng_é:d Shanghai Banking Corporation Limited T LIBOR +2.48 02/03/2027 - ‘“.:1"25,000 725.000
“Hongkong and Shanghai Banking Corporation Limited ~ LBOR+246 25/08/2026 630,000 630,000
Hongko;;;;:n-‘ld Shanghai Banking Corporaticn Limited j LIBOR +2.31 26/09/2023 575,000 _EQ_OQ
Hongkeng and Shanghai Banking Corporation Limited UBOR +1.87  24/09/2021 570,000 570,000
“Hongkong and Shanghai Banking Corporation Limited' ~  uBOR+1.73 os/o1z022 - 3,750,000
Accrued interest receivable j B o - 4.046 B 37,911
At31Dec T 2,504,046 6,287,911

1 Loans and advance to Hongkong and Shanghst Banking Corporation Limited were net cash settied with foans and advance from HSBC Asia Holdings (UK} Limitsd {Note

21)

The loans are denominated in US dollars and the effective interest based in LIBOR rates is accrued. The nominal rate is equal to

the effective rate of interest as there have been no fees charged on these loans.
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16 Lloans and advances to HSBC undertakings designated and otherwise
mandatorily measured at fair value & Financial investments

" Nominalvalte  Dividsndbasis 2018 T 207

% $'000 $000

“Noncumulative shares' T 7T 1000000 LBOR+1.26 = 7837
Movcumulativeshares'  — T 7 T " Tojgp0  LIBOR«18E _ —  88gls
Noncumlative shares’ 7 boopoo . ueoR+as =7 7 Taadgas
Cumulativesheres' T T T T T 200,000 LIBOR +1.00 = T harem
Subloan® T 80000 DBOR+254 186,819 150997
A31Dec T T - T eme8pO0 T T B89 2,413,251

frredeemable prefsrence shares: Redemption 1s at the issuer’s option. subjsct to 30 days’ notice in writing to shareholders and with prior consent of the Hong Keng

7
Menatary Authority.
2 Sub-ordinated loan: HSBC Asia Holdings B.V. has provided & Tier2 sub-ordinated foan to The Hongkong Shanghat Banking Corporation Limtted,

The irredeemable preference shares and subordinated loans, previously classified as available-for-saie under IAS 39, did not mest
the Sofely Payments of Principal and Interest requirement for FV(QCI classification. As a result, these assets were classified as

FVPL upon adoption of IFRS 9 {Note 13).
In November 2018, The Hongkong Shanghai Banking Corporation Limited redeemed irredeemable preference shares at a total

nominal value of $2,678m at par.
Trade and other receivables {(Note 17} includes accrued preference share interest receivable on financial investments of nil (2017:

$35m).

T T Tame T T a7

$'000 $000

Atiden  — T T T T T T T T T T T aaars 28370
Disposals . _ _ (2678000 (775000
Revaluation T 451568 35048
A3 Dec T T T T T T T T T T T T T T T T 86,818 2413951

Fair values were determined using valuation techniques with observable inputs (Level 2). The fair values of financial investments
in other group undertakings are estimated using a modelled security as a proxy for the preference shares as well as various
pricing inputs. Pricing inputs include nominal yield curve, credit spread, and coupon information.

17 Trade and other receivables

T 2018 2017

$'000 $000

“Dividend receivable an intra group preference shares )
Amounts due from other group undertakings - mso0 31363
At3iPec T T T T T T ST T T T T T ziee0 | eed02

Amounts due from other group undertakings are non-interest bearing and the fair value is not significantly different to the
carrying value In the balance sheet as they are short term in nature.
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18 Investments in subsidiaries
Movements on investments

~ Ta00s zo17
- ¥000 $o00
Cost o - . o
Atlldan e 57,799.879 57,626,234
Additions ] - = 225,000
Disposals S - _ (67.789,079) (51,355}
At 31 Dec o T 10,800 57,799,879
Provision of impairment o
Atldan S - - (51,355}
Disposals - - - 51,355
‘At31Dec T T T T T - —
Net book/carrying value at 31st Dec - 10800 57.799.879

Explanation of additions
In 2017, the Company invested $225m in The Hongkong Shanghai Banking Corporation Limited.
Explanation of disposals

As a result of restructuring the Group’s Asia operation to meet resolution and recovery requirements, in November 2018, the
Company disposed of its investment in The Hongkong and Shanghai Banking Corporation Limited and HSBC Bank Bermuda
Limited, whereby ownership was transferred from the Company to HSBC Asia Holdings Limited and HSBC Overseas Holdings
(UK} Limited, respectively. This was net cash settled with distributions in-specie made to the Company’s immediate parent HSBC
Finance {Netherlands).

In 2017, the previously fully impaired investment in Dar Es Salaam Investment Bank was disposed.

impairment testing of investment in subsidiaries
No investrents in subsidiaries wete impaired in 2018.

At each reporting period end, the Company reviews investments in subsidianes for indicators of impairment. An impairment is
recognised when the carrying amount exceeds the recoverable amount of that investment.

The recoverable amount is the higher of the investment's fair value less costs of disposal and its value in use. The value in use is
calculated by discounting management's cash flow projections for the investment.

»  The cash flow projections for each investment are based on the latest approved plans and a fong-term growth rate is
used 1o extrapolate the cash flows in perpetuity.

¢ The growth rate reflects GDP and inflation for the country within which the investment operates and is based on 20-year
forecast growth rates.

*  The rate used to discount cash flows is based on the cost of capital assigned to each investment, which is derived using
a capital asset pricing model ("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 assessment of the economic variables and management judgement. In addition, for
the purposes of testing investments for impairment, 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.

The principal subsidiary undertakings of the Company at 31 December 2318 were:

Country of Interest in equity

incorporation capital {%) share class
'HSBC Software Development {India) Private Limited India 100% Ordinary shares
HSBC Software Development (_Malayai’s‘dn Bhd - Malaysia 100% Ordinary shares
HSEC IM Pension Trust Limited T - S United Kingdom 100% Ordinary shares
HSBC Property (UK) Limited 7 United Kingdom 100% Ordinary shares

The principal countries of operation are the same as the countries of incorporation.
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19 Interests in associates

The Company classifies investments in entities over which it has significant influence, and that are neither subsidiaries (Note 18)
nor joint ventures, as associates,

The Company carries its investments in associates at historical cost less provision for any impairment.

The movements in the investments in associates can be analysed as follows:

2008 2017
$'000 $000
s _ e
AVen T T T T e zes18 66i8h
Disposals o = e
“At 31 Dac S T - 3051 30518

in 2017, the Company disposed its 31% direct and 1.5% owned indirect holding in SABB Takaful Company for consideration of
$31.4m, resulting in a loss of $3.3m.

The Company has the following investments in associates:

Country of Interest in equity

incorporation capital {%) Share class

GG SmdAaa ld " SediAbia _ 49% Ordinary shares
20 Trade and other payables

T Taee T a7

B - S $'000 . $'000

_Amounts due 1o other group undertakings el 2133 3™

At 31 Dec 2,133 391

Amounts due to other group undertakings are non-interest bearing amounts and repayable on demand.

The fair value of the amounts due to other group undertakings is not significantly different to the carrying value in the balance
sheet as they are short term in nature.

21 Loans from other group undertakings

Nominal interest

rate Maturity date 2018 2017
o . ) (%) $'000 $'000
580 Ao Holdngs 0K imied T T T moRess  mwiws  tmoons | ieoon
"HSBC Asia Holdings UK} timed " 1IBOR+248 V2032027 725,000 725000
HSBC Asia Holdings (UK) Limied "~ """ 1IROR+246 _  250%/202%6 630,000 630,000
'HSBC Asia Hoklings (UK} Limited ~LBOR+zA1 26M9/2023 6750086 575000
'WSBC Asia Holdings (UK) Limited LIBOR+1.97 24/09/2021 570,000 570,000
HSBC Asia Holdings (UK) Limited” ~ — — — — ™  LIBOR+1.73 0S/0N/2022 = 3.750.000
Recnmdmeesipoe T agm e
At31De¢ - - ' 2,684,999 6.161.632

1 loans and advance from HSBC Asia Holdings (UK) Limited were net cash settled with foans and advance to Hongkong and Shanghai Banking Corporation Lirmted iNote
15).

The loans are denominated in US dollars and the effective interest based on LIBOR rates is accrued. The nominal rate is equal to
the effective rate of interest as there have been no fees charged on these loans.
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22 Maturity analysis of assets and liabilities

The following is an analysis of assets and liabilities by residual contractual maturities at the balance sheet date.

Due within 3 Due bety

Due b Dues after 5
On demand months 3 - 12 months 1-5 years years Undated Total
%$000 $'000 $'000 2'000 $000 $000 $'000
Assets -
Cash and cash equivalents 41,128 - B — - - - 41,128
Loans and advances to other group T
undertakings - 4,046 - 1,145,000 1,355,000 — 2,504,046
Loans and advances to HSBC
undertakings designated and otherwise
mandatorily measured at fair value — 939 - — 185,880 - 186,819
Financial investments - - _ - -z - - -
Trade and other receivables - 148 31,352 - - - 31,500
Non-financial assets 7_7_7 _7 - - 617 — 7__:_ ) 7_733;.14-&77-?’26.0367
At 31 Dec 2018 41,128 5,133 31,969 1,145,000 1,540,880 525419 3,289,529
Liabilities and Equity _
Trade and other payables B - 2,133 - - . - ;,_,,_j - - 2,133
Loans from other greup undertakings - 4999 -~ - 1,145,000 ’ 1:535.000 - 2.584,393
Non-financial liabilities - - - - 1,000 - 1,000
Equity = - - - — 601,397 601,397
At 31 Dec 2018 - 7.132 — 1,145,000 1,536.000 601,397  3.289.529
- Due within 3 Dua b Dus bet: Dus after 5
On demand months 3 - 12 months 1-5 years years Undated Total
$'000 £'000 4000 $'000 $'000 $'000 $'000

Assets - T _; - o
Cash and cash equivalents 118,151 — - — — — 118,151
Loans and advances to other group T 7 S o
undertakings - 3791 — 4,320,000 1,930,000 - 6,287,911
Financial investrments = - — = Tz 2,413,251 77:772,413,251
Trade and other receivables - 66,702 - - -z 66,702
Non-financial assets - — 357 T — 58341553 58341910
At 31 Dec 2017 118,151 104,613 357 4320000 4343291 58,341,563 67,297.925
Liabilities and Equity
Trade and other payables N - - I — — 391
Loans from ather group undertakings I 3i ,6327 — 4,_32_(],000 21 1606(7 o - _6,;67652_
Non-financial liabilities - - - - 1,869 — 7 isee
Equity - - - - - - T 60764033 60,764.033
At 31 Dec 2017 a1 31,632 4320000 2,111,869 60,764,033 67,227,925
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23 Called up share capital & Preference share capital
As at 31 December 2018, 1he share capital of the Company is made up as follows:

T2mis T 207

Number of Issued
Norunal valus per and hully paid Issued share Issued share
share {€) shares capital capital
Class of shares - S _sooo gowo
Onaysheres T T T TR T aeaw  om
Preference A _ T T T T ipw 17180000 19,675,394 20.594.504
Preference T T T T T T o000 886,041 1,014,738 1,062,142
Prerencet T T~ Ty umew  zvats e
Preference D B o T spto. 1000000 1445280 1198750
Praferonce 6~ 7 T TG00 1,000.006 1,145250 1,196,750
rtersneet T T T T T T~ “nom zssara amam
Preferance G - ] ) 000 1400006 1603350 1678350
Preferenced T T T T T A000 650,000 794413 77388
Bafance as at 31 Dec - 22541447 25815150 27.021.087

The Euro share capitai of the Company has been restated into US dollars using the relating EURAJSD year-end closing rate of
1.14825 (2017: 1.19875]). The movements in exchange of the share capital remain within equity and are captured in the capital

exchange reserve, which is a distributable reserve.
During 2018 no new ordinary shares were issued {2017 nil}.

Preference share classes A through to H carry the following rights:
. At liquidatian or redemption, the shareholders are entitled to receive a preferential distribution equal to the GBP equivalent
of the nominal value converted into GBP at the exchange rate prevailing on the date of issue of the relevant shares
{liguidation value}.

. Preference shares carry a share premium. At liquidation or redemption the shareholders of these preference shares are
entitled to receive the balance of the share premium reserve attached to such preference shares converted into GBP at the

exchange rate prevaifing on the date of issue of the relevant shares.
. The liquidation vaiue of these preference shares as at year-end is £14,576m (2Z017: £14,575m)}, with a USDO equivalent of
$18,609m (2017: $19,631m).

. In case dividends are declared on the ordinary shares, the preference shares carry a preferential non-cumulative dividend
based on the liquidation value at a rate of LIBOR +2%, where LIBOR is the rate quoted for a 8-month GBP deposit on the

first business day of the year.

The holders of preference shares are entitled to a dividend on the preterence shares with the maximum dividend calculated
above. The holders of ordinary shares are entitled to receive dividends only when the preference dividend has been paid in full. All

ordinary and preference shares rank equally with regard to voting rights.

24 Contingent liabilities

A contingent liability estimated at up to £35m ($45m) exists in relation to the UK tax treatment of certain income within the
defined benefit pension plan ("ISRBS’} and the number of periods which may be cansidered open to assessment. The timing of
resolution of this matter is uncertain. If additional tax became payable by the ISRBS it would reduce the net retirement benefits

asset (Note 6) recorded on the company's balance sheet.
There were no other contingent habilities as at 31 December 2018 {2017 nil).
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25 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 Risk Management Meeting c¢f the Group Management
Board, chaired by the Group Chief Risk Officer, is held each month to address asset, liability and risk management issues for the
HSBC Group. The Risk Management Meeting sets processes and limits to be applied by HSBC subsidiaries, including HSBC Asia
Holdings B V. Exposure to these risks is monitored by HSBC Holdings ple's Asset and Liability Committee.

Credit risk management

Credit risk is the risk of financial loss if a customer or counterparty of the Company fails 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 tollow a credit process involving delegated approval authorities and credit procedures, the
objective of which is to build and maintain risk assets of high quality.

Regular reviews are undertaken to assess and evaluate levels of risk 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 ple, and are part of the Business described above, 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.

The Company also lends to associates. The maximum exposure to credit risk for these investments is equal to carrying value.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the balance sheet plus
contractual commitments disclosed in Note 24.

Maximum exposure to credit risk

2018
Maximum_ T
eXpOosure Offset Nat
$'000 $'000 $'000

“Cash and cash equivalents 0T T T T anazs = 41,128
Loans and advances 1o other group undertakings S 2,504,046 — 2501046
Loans and advances to HSBC undenaking;dgsgrgleici and atherwise mandatorily measured at fair
value 186,819 — 186,819
“Financial investments T o T - -
Trade and other receivables S 31,500 — ~ 31,500
Other assets T T - T 484,101 T T2 - 77484.101
“At 31 Dec ~ T 3,247,594 — 3,247,594

2017 Credit risk disclosures

The below disclosures were included in the Annual Report and Accoumts 2017 and do not reflect the adoption of IFRS 9. As these
tables are not directly comparable to the current 2018 credit risk tables which are disclosed on the IFRS 9 basts, the 2017
disclosures have been shown below and not adjacent to the 2018 tables.

Maximum exposure to credit nsk

2017

T Max:nu_m Exposure ta creﬂﬁ

exposure Offset risk (het)

$'000 $'000 $'000
mand cash égﬁjﬁafehjs T T 1187,71 571 - o 11?1_51;
Loans and advances to other group undertakings T T 528791_1 T — 6,287,911
Financial investments T S n -2,413,251 - 2,413,251
Trade and other receivables Y D .
Other assets T T - 511,156 - 511,166
At 31 Dec T T S T T easran 0 — 93eran

These balances are neither past, due, nor impaired and are considered to have a satisfactory credit grading.

The Company has significant concentration of risk with its subsidiaries, HSBC Asia Holdings (UK} limited through Loans and
advances (Note 15),
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Ligquidity risk management

Liguidity 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 anly at an excessive cost, The risk arises from mismatches in the timing of cash flows.

The following is an analysis of undiscounted cash flows payable under various finangial liabilities by remaining contractual
maturities at the balance sheet date:

Dus within 3 Due betweenn Due between Due after 6

On Demand months  3-12 manths 1-8 yoars yoars Total

T T T T T T T T T T T T soo0s000 000 $'000  $000 $000
Trade and other payables - 2,133 - - - 2,133
Loans from other group undertakings = 34,343 103.030 1625302 1,764,233 3,526,908
At31Dec2018 T - 36,476 103,030 1,625,302  1.764233 3,520,041
- Due within 3 Due batwesn Due helwe; D‘\re;a?(;r;_ T

On Demand months 312 months 1-5 years years Total

T T T T T T T T T T T T Tgeee T soon 0 gooe 000 000 s000
Trade and other payables T am = T T T T T T T T T T T sy
Loans from ather group undertakings T T T T T T Tee393 0 166.180 6085819 2,366,253 7653645
“Ata1 Dec2017 7777 777 77 7391 55393 166180 5085819  2,386253 7,654,036

Market risk management

Market risk is the risk that movements in market risk factors, including foreign exchange rates and interest rates will reduce
income values. Exposure 10 these risks arises from shart-term cash baiances and funding positions with other group
undertakings. The objective of the Company risk management strategy is to reduce exposure to thase risks and minimise volatility
in economic income, cash flows and distributable reserves. The principal tool for managing this is sensitivity analysis of changes
in protit before tax to future changes in the exchange rates or interest rate.

Foreign exchange risk

The Company is exposed to foreign currency risk on assets and liabifities that are denominated in a currency other than the US
dollar. The currency giving rise to this risk is Sterling and Saudi Arabian Riyal which amounted to a $513m asset {2017: $5642m
asset).

The Company’s profit before tax would decrease by $24.6m, profit after tax by $19.9m {2017: $27.1m decrease, profit after tax
$21.9m decrease) if the Sterling or Saudi Arabian Riyal foreign exchange rate weakened by 5 per cent relative to the US dollar.

Fareign currency rate sensitivity analysis has been performed on the net assets foreign exchange risk exposure as at the reporting
date. An upward/downward movement in the USD: GBP and SAT ratc of b per cent has been assumed. If all other vanables are
held constant, the information above presents the likely impact an the Company's profit,

Interest rate risk

The Company held net assets with a nominal vaiue of $41m (2017: $2,796m} that are sensitive to interest rate movements, if all
other variables are held constant the effect of a 100 basis points inereasef{decrease) in LIBOR on these net assets would be an
increasef{decrease} of profit before tax of $0.4m (2017: $27.9m) and after tax of $0.3m (2017: $22.6m).

27



HSBC Asia Holdings B.V

26 Related party transactions

Transactions with other related parties
Balances and transactions with ather related parties can be

_Assets o
Cash and cash equivalents' _
Loans and advances g{ﬁ\e?grro_l;p ur\der1akings“2
Loans and advances 1o HSBG undertakings designated and otherwise
rmandatorily measured at fair value

Financial investrnents’

summarised as follows:

Trade and other receivables'”
Other assets®

Liabilities

Trade and other payables'

2018 2017 o

Highest balance Balance at 31 Highest balance Balance at 31

during the year Decomber during the year December
$'000 __ _$ooo _$o00  ___ so00
13%em5  a1a28 4127720 118381
6,287,911 2504046 8330069 ~ 6,287,911

2,944,881 136.819 N/A N/A

R - L= 2837770 2413251
2,147,715 31,500 3,338,724 €6,702

_ 536,355 434,101 511,156 511,156

) 2,193 T z138 w20 391
6,461,632 2,684,999 8,482,618 6,461,632

J.;Q.'arrjsjrom other group undenakﬂ;? )

The disclosure of the vear-end balance and the highest balance during the year is considered the most meaningful information to represent transactions during the year

Interest income'”

Interest expense’

Dividend income’
_Dividend expense®

2018 2017
$000 3000
125,023 274,348
123,949 264,963
4,959,816 7,529,390
65,640,588 7,975,000

1 These balances are with other related parties camprising of other HSBC Group Campanies which are neither a parent nor subsidiary of the Company.

2 These balances are with subsidharies of the Comparny

3 The Company is the official employer and sponsor of the Internstions! Steff Retirement Benelfits Scheme

4 These balances are with the parent of the Company

27 Parent undertakings

The immediate parent undertaking is HSBC Finance {(Netherlands).
The ultimate parent undertaking and ultimate controlling party is HSBC Holdings plc which is the parent undertaking of the

largest group to consolidate these financial statements.
HSBC Holdings plc is incorporated in England and Wales.

Copies of HSBC Holdings plc’s consolidated financial statements can be obtained from:

HSBC Heldings plc
8 Canada Square
London E14 5HQ
United Kingdom
www. hsbc.com

28 Events after the balance sheet date

There are no significant events after the balance sheet date.
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29 Proposed appropriation of resulit
Management proposes to carry forward within retained earnings the resuit for the year 2018.

2 G

I F MacKinnan

London, 27 May 2019

Board of Directors:

/)
(Sl

G A Francis

Registered QOffice
8 Canada Square
London E14 5HQ
United Kingdom
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Other information

Statutory rules as to appropriate profits

According to Article 12 of the Company’s Articles of Association, profits are at the disposition of the General Meeting of
Shareholiders.

Report of the independent auditors
The report of the independent auditors is set forth on the following page.
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iIndependent auditor’'s report
To: the general meeting of HSBC Asia Holdings B.V.

Report on the financial statements 2018
Qur opinion

In our opinion, HSBC Asia Hoeldings B.V.'s financial statements give a true and fair view of the financial position of the Company
as at 31 December 2018 and of its result and cash flaws for the year then ended in accordance with International Financial
Reporting Standards as adopted by the European Union (EU-IFRS) and With Part 9 of Book 2 of the Dutch Civil Code,

What we have audited

We have audited the accompanying financial statements 2018 of of HSBC Asia Holdings B.V., Amsterdam {‘the Company’).
The financial statements comprise:

* the balance sheet as at 31 December 2018;

* the following statements for 2018 : the income statement, the statement of comprehensive income, changes in equity and
cash flows; and

* the notes, comprising the significant accounting policies and other explanatory information.

The financial reporting framework that has been applied in the preparation of the financial statements is EU-IFRS and the relevant
provisions of Part 9 of Book 2 of the Dutch Civil Code.

The basis for our opinion

We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing. We have further described
our responsibilities under those standards in the section

‘Our responsibilities for the audit of the financial statements’ of our repont.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Independence

We are independent of HSBC Asia Holdings B.V. in accordance with the

“Wet toezicht accountantsorganisaties’ (Wta, Audit firms supervision act}, the ‘Verordening inzake de onafhankefijkheid van
accountants bij assuranceopdrachten’' (ViO - Code of Ethics for Professional Accountants, a regulation with respect te
independence) and other relevant independence requirements in the Netherlands. Furthermore, we have complied with the
Verordening gedrags- en bercepsregels accountants’ (VGBA - Code of Ethics for Professional Accountants, a regulation with
respect to rules of protessional conducl).

Reporting on other information included in the annual report

In addition to the financial statemnents and our auditors’ report thereon, the annual report contains other information that consists
of:

* the management report;

+ the other information pursuant 10 Part 9 of Book 2 of the Dutch Civil Code;

Based on the procedures performed as set out below, we conclude that the other information:
* is consistent with the financial statements and does not contain material misstatements;

* contains the infarmation that is required by Part 9 of Book 2 of the Dutch Civil Code.

We have read the other information. Based on our knowledge and understanding obtained in our audit of the financial statements
or otherwise, we have considered whether the other information contains material misstatements.

By performing our procedures, we comply with the requirements of Part 9 of Book 2 of the Dutch Civil Code and the Dutch
Standard 720. The scope of such procedures was substantially less than the scope of those performed in our audit of the financial
statements.

The board of directors is responsible for the preparation of the other information, including the marnagement report and the other
information in accordance with Part 9 of Book 2 of the Dutch Civil Code.
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Responsibilities for the financial statements and the audit

Responsibilities of the board of directors

The board of directors is responsible for:

*  the preparation and fair presentation of the financial statements in accordance with EU-IFRS and with Part 8 of Book 2 of the
Dutch Civil Code; and for

+ such internal control as the board of directors determines is necessary to enable the preparation of the financial statements
that are free from material misstatement, whether due to fraud or error.

As part of the preparation of the financial statements, the board of directors is responsible for assessing the Company's ability to
continue as a going-concern, Based on the financial reporting frameworks mentioned, the board of directors should prepare the
financial statements using the going-concern basis of accounting unless the board of directors either intends to liquidate the
company or to cease operations, or has no realistic alternative but to do so. The board of directors should disclose events and
circumstances that may cast significant doubt on the Company's ability to continue as a going-concern in the financial
statements.

Qur responsibilities for the audit of the financial statements

Qur responsibility is to plan and perform an audit engagement in @ manner that allows us to obtain sufficient and appropriate
audit evidence to provide a basis for our opinion. Qur audit opinion aims to provide reasonable assurance about whether the
financial statements are free from material misstatement. Reasonable assurance is a high but not absolute level of assurance,
which makes it possible that we may not detect all misstatements. Misstatements may arise due to fraud or error, They are
considered to be material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

Materiality affects the nature, timing and extent of our audit procedures and the evaluation of the effect of identified
misstatements on our opinion.

A more detailed description of our responsibilities is set out in the appendix to our report.

Amsterdam, 22 May 2019

PricewaterhouseCoopers Accountants N.V.

Original has been signed M.S. de Bruin RA
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Appendix to our auditor's report on the financial statements 2018 of HSBC Asia Holdings B.V.

In addition to what is included in our auditors’ report we have further set out in this appendix our responsibilities for the audit of
the financial statements and explained what an audit involves.

The auditor’s responsibilities for the audit of the financial statements

We have exercised professional judgement and have maintained professional scepticism throughout the audit in accordance with
Dutch Standards on Auditing, ethical requirements and independence requirements. Qur objectives are to obtain reasonable
assurance about whether the financial statements as a whole are free from matenal misstatement, whether due to fraud or error.
Qur audit consisted, among other things of the following:

Identifying and assessing the risks of material misstatement of the financial statements, whether due to fraud or etror,
designing and performing audit procedures responsive to those risks, and obtaining audit evidence that is sufficient and
appropriate 1o provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
intentional override of internal control.

Obtaining an understanding of internal control relevant to the audit in order to design audit precedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company’s internal
control.

Evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the board of directors,

Congcluding on the appropriateness of the board of directors’ use of the going concern basis of accounting, and based on the
audit evidence obtained, concluding whether a material uncertainty exists related to events andior conditions that may cast
significant doubt on the company's ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date
of our auditor’s report and are made in the context of our opinion on the financial statements as a whole, However, future
events or conditions may cause the company to cease to continue as a going concern.

Evaluating the overall presentation, structure and content of the financial statements, including the disclosures, and
evaluating whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

Woe communicate with the board of directars regarding, among ather matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
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