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HSBC Investment Bank Holdings B ¥

Management report for the year ended
31 December 2010

Principal actwvities
During the year ended 31 December 2010 HSBC Investment Bank Holdings B V (the ‘Company’) continued to be

an investment holding company

It 1s not anticipated that the activities of the Company will change sigmficantly during 2011

Business outlook

At the present time, 1t 1s not anticipated that the financial income and expenses of the Company will change
sigrificantly during 2011

Risk management

Being an investment holding company, the Company 15 subject to the nisks of the performance of 1ts subsidianes
which could result in impairment of these investments

The financial nsk management objectives and policies of the Company, together with an analysis of the exposure to
such nsks are set out in Note 13 on the financial statements

The Company’s exposure to credit, iquudity and market risks are hmuted due to the nature of its business, which 1s
predommnantly investing in or financing of group companies These transactions are generally being funded by way
of equity from the parent company

Directors

The Directors who served dunng the year were as follows

D J Flint {resigned on 8 December 2010)
J H McKenzie

M M Moses

P JReid

M M Moses resigned on 25 January 2011 D H Burnett and G Mattia were appomnted on 26 January 2011
The Company has no Supervisory Board of Directors
Thus report and the financial statements were approved by the Board of Directors on 7 July 2011

London, 7 July 2011

Signed on behalf of the Board of Directors

P J Rerd QM < —

Dhirector Y("Ft'r; “—@5\..; F{_‘L




HSBC Investment Bank Holdings B V

Financial Statements

Statement of comprehensive income for the year ended 31 December 2010

2010 2009
Notes US3000 Us$000
Interest income 3,692 8,563
Dhvidend income - 476
Fair value (loss) / gain on denvatives. .. . . [£10] 15
Foreign exchange gan 31 254
Total operating income 3,693 9.308
General and administrative expenses (17) (18)
Total operating expenses 17) {18}
Operating profit 3,676 9,290
Profit before tax 3,676 9,290
Tax expense 5 (896) (2,333)
Profit for the year attributable to shareholder 2,780 6,957
Total comprehensive income attnbutable to shareholder 2,780 6,957

The accounting policies and notes on pages 7 to 21 form an integral part of these financial statements




HSBC Investment Bank Heldings B V

Balance sheet as at 31 December 2010

2010 2009

Notes US3000 USS000
ASSETS
Cash and cash equivalents 17,919 15,972
Loans and advances to HSBC undertakings 7 880,019 880,017
Deferred tax assets 5 6
Investments in subsidiaries 8 271,012 271,012
Total assets 1,168,955 1,167,007
LIABILITIES AND EQUITY
Liabihnies
Accruals 9 8
Derivatives g 51 22
Current tax habihities 3% 1,242
Total hablties 440 T1,272
Equity
Called up share capital 10 325 351
Capital exchange reserve (65) (81}
Share premmem account 1,101,095 1,101,095
Retamned eamings 67160 64,380
Total equity 1,168,515 1,165,735
Total equity and habihites 1,168,955 1,167,007

The accounting policies and notes on pages 7 to 21 form an integral part of these financial statements




HS5BC Investment Bank Heldings B v

Financial Statements {(continued)

Statement of cash flows for the year ended 31 December 2010

Notes

Cash flows from operating activities

Profit before tax

Adjustments for

—~ Change n operating assets 11!
— Change in operating habihties 11

—  Tax pad

Net cash generated from operating activities

Net increase 1n cash and cash equvalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December 1

The accounting policies and notes on pages 7 to 21 form an integral part of these financial statements

3h

[ 3] -

2010 2009
USS000 USS000
3,676 9,290
(2) 306

30 (3.119)

(1,757) (4,350)
1,947 2,587
1,947 2,587
15,972 13,385
17,919 15,972




HSBC Investment Bank Holdings B V

Financial Statements (continued)

- - o ammm o m e « e - - - - o e e e )

Statement of changes tn equty for the year ended 31 December 2010

Called up Captal Share Retained  Total equity
share caputal exchange premium earmags
reserve

USS000 USs000 USs000 Ussooo US5000

At | January 2010 351 91) 1,101,095 64,380 1,165,735
Profit for the year - - - 2,780 2,780
Total comprehensive ncome for the year 351 on 1.101.095 67.160 1,168,515
Exchange movements (26) 26 - - -
AL 31 December 2010 325 {65) 1,101,095 67,160 1,168,515
At 1 January 2009 340 (80} 1,101,095 57,423 1,158,778
Profit for the year - - - 6,957 6,957
Total comprehensive ncome for the year 340 (80) 1.101.095 64,380 1.165.735
Exchange movements 11 (1) - - .
At 31 December 2009 351 (°1) 1,101,095 64,380 1,165,735

The capital exchange reserve 1s a legal reserve and therefore not distributable
No dividends were paid 1n 2010 (2009 Nul)

The accounting policies and notes on pages 7 to 21 form an integral part of these financial statements




HSBC Investment Bank Holdings B Vv

Notes on the Financial Statements

HSBC Investment Bank Holdings B V (the ‘Company’), incorporated 1n the Netherlands with Limited liabihity, s
registered and domiciled in England as an overseas company (with a statutory seat m Amsterdam) and wholly owned by
HSBC Holdings B V , also mcorporated i the Netherlands Its ultimate parent company 1s HSBC Holdings plc,
incorporated 1 England

Unless the context requires otherwise, the ‘Group’ and ‘HSBC undertakings’ means HSBC Holdings plc together with its
subsidianes

1  Basis of preparation

(a) Statement of compliance

HSBC Investment Bank Holdings BV has prepared its financial statements 1n accordance with International
Financial Reporting Standards (‘IFRSs”) as 1ssued by the International Accounting Standards Board (‘IASB”)
and as endorsed by the European Union (*EU’) and in accordance with Book 2, Tiile 9 of the Dutch Civil Code

IFRSs comprise accounting standards 1ssued by the IASB and its predecessor body as well as interpretations
1ssued by the International Financial Reporting Interpretations Committee (‘IFRIC’) and 1ts predecessor body

During 2010, the Company adopted a number of standards, interpretat:ons and amendments thereto which had an
instgnificant effect on the financial statements

The Company 1s not required to prepare consolidated financial statements in accordance with the provisions
under IAS 27 ‘Consolidated and Separate Financial Statements” HSBC Holdings plc, the ultimate controlling
party of the Company, produces consolidated financial statements in accordance with [IFRSs which are available
for pubhic use HSBC Holdings plc 15 incorporated 1n the United Kingdom and 1ts consolidated financial
statements are available upon request from 1its registered office at § Canada Square, London, E14 SHQ They are
also available on the Group's website www hsbe com Consequently, these financial statements do not give all
the information about the economic activities of the Group of which the Company 15 the parent which would
have been disclosed had the Company prepared consolidated financial statements and, in heu thereof, files with
the Trade Register of the Chamber of Commerce in Amsterdam the audited annual group financial statements of
its ultimate parent company, HSBC Holdmgs plc

(b} Functional and presentation currency
The financial statements have been presented in US Dollars, which 1s the Company’s functional currency

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

(c) Use of estimates and assumptions

The preparation of financial information requires the use of estmates and assumptions about future conditions
The use of available information and the application of judgement are inherent n the formation of estimates,
actual results in the future may differ from estimates upon which financial information 1s prepared Management
believes that the Company’s cntical accounting pohcy where judgement 1s necessarily appled 1s the impairment
of investments 1n subsidiaries (Note 2(g))

(d) Balance sheet presentation

The balance sheet has been prepared 1n order of hiqundity to better reflect the finance nature of the Company




Notes on the

HSBC Investment Bank Holdings B V

Financial Statements (continued)

(e) Future accounting developments

At 31 December 2010 a number of standards and interpretations, and amendments thereto, had been 1ssued by
the IASB, which are not effective for the Company’s financial statements as at 31 December 2010 Those which
are expected to have an effect on the Company’s financial statements are discussed below

Standards and Interpretations issued by the IASB but not endorsed by the EU

in November 2009, the IASB 1ssued IFRS 9 ‘Fmancial Instruments’ (‘IFRS 9°) This introduced new
requirements for the classification and measurement of financial assets In October 2010, the IASB 15sued
addrtions to IFRS ¢ dealing with financial habilittes These represent the first mstalments in the IASB’s planned
phased replacement of 1AS 39 ‘Financial Instruments Recognition and Measurement’ (‘*IAS 39°) with a less
complex and umproved standard for financial instruments

The standard 15 effective for annual periods beginming on or after 1 Janvary 2013 with early adoption permtied
IFRS 915 required to be applied retrospectively If the standard 15 adopted prior to 1 January 2012, an entity wall
be exempt from the requirement to restate pnior period comparative information 1FRS 9 1s subject to EU
endorsement, the timing of which 15 uncertain  Accordingly, HSBC 1s unable to previde a date by which it plans
to apply IFRS 9

The main changes to the requirements of IAS 39 are summanised below

—  All financial assets that are currently in the scope of IAS 39 will be classified as either amortised cost or, fair
value The available-for-sale, held-to-matunty and loans and receivables categories will no longer exist

-~ Classification 1s based on an entity’s business model for managing the financial assets and the contractual
cash flow characteristics of the financial assets Reclassifications between the two categories are prohibited
unless there 15 a change 1n the entity’s busmess model

— A financial asset 15 measured at amortised cost 1f two criteria are met 1) the objective of the business model
15 to hold the financial asset for the collection of the contractual cash flows, and u) the contractual cash
flows of the instrument are solely payments of principal and interest on the principal outstanding All other
financial assets are measured at fair value

— An entity 15 only permitted to designate a financial asset otherwise meeting the amortised cost criteria at fair
value through profit or loss if doing so significantly reduces or ehminates an accountmg mismatch This
designation 1s made on imtial recognition and 1s irrevocable

- Financial assets which contain embedded denivatives are to be classified in their entirety either at fair value
or amortised cost depending on whether the contracts as a whole meet the relevant critenia under IFRS 9

— Most of IAS 39°s requirements for financial liabilities are retained, including amortised cost accounting for
most financial habilities with bifurcation of embedded derivatives

— The next steps 1n the IASB’s project will address the impairment of financial assets measured at amortised
cost and hedge accounting In addition, the IASB 15 working with the US Financial Accounting Standards
Board to reduce inconsistencies between US GAAP and IFRS 1n accounting for financial instruments The
mmpact of IFRS 9 may change as a consequence of further developments resulting from the IASB’s financial
mnstruments project The application of IFRS 9 15 unlikely to have a sigmficant tmpact on the Company’s
Financial Statements

2 Summary of significant accounting pohicies

{(a) Interest tncome and expense

Interest income and expense for all interest beanng financial mstruments 1s recognised 1n ‘Interest income’ and
‘Interest expense’ in the statement of comprehensive income using the effective interest method The effective
interest method 15 a way of calculating the amortised cost of a financial asset or a financial habihty and of
allocating the interest income or expense over the relevant penod

The effective interest rate 15 the rate that exactly discounts estimated future cash receipts or payments through
the expected life of the financial instrument or, where appropriate, a shorter period, to the net carrying amount of

*d



HSBC Investment Bank Holdings B V ‘e -

Notes on the Financial Statements

(b)

()

(d)

(e)

the financial asset or financial liabihty When calculating the effective interest rate, the Company estimates cash
flows considerning all contractual terms of the financial mstrument but excluding future credit losses The
calculation includes all amounts paid or received by the Company that are an integral part of the effective
interest rate of a financial instrument, including transaction costs and all other premtums or discounts

interest on impaired financial assets 1s recogmsed using the rate of interest used to discount the future cash flows
for the purpose of measuring the impairment loss

Dwvidend income

Dividend income 1s recognised n the statement of comprehensive income on the date the entity’s right to receive
payments 1s established This 1s the ex-dividend date for histed equity secunties, and usually the date when
shareholders have approved the dividend for unlisted equity secunties

Income Tax

Income tax compnises current and deferred tax and 1s recognised in the statement of comprehensive income
except to the extent that it relates to items recognised directly in equity

Current tax 1s the tax expected to be payable on the taxable profit for the year, calculated using tax rates enacted
or substantively enacted by the balance sheet date, and any adjustments to tax payable in respect of previous
years Current tax assets and habilities are offset when the Company intends to seftle an a net basis and the legal
night to offset exists

Deferred tax 1s recognised on temporary differences between the carrying amounts of assets and liabilities in the
balance sheet and the amounts attributed to such assets and habilities for tax purposes Deferred tax Lhabilines are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent
that 1t 15 probable that future taxable profits will be available agamnst which deductible temporary differences can
be utilised

Deferred tax 1s calculated using the tax rates expected to apply in the periods in which the assets will be realised
ot the habihties settled, based on tax rates and laws enacted, or substantively enacted, by the balance sheet date
Deferred tax assets and hiabihties are offset when they arise i the same tax reporting group and relate to income
taxes levied by the same taxation authority, and when the Company has a legal nght to offset

Foreign currencies

Transactions n foreign currencies are recorded in the functional currency at the rate of exchange prevailing on
the date of the transaction

Monetary assets and habilities denominated 1n foreign currenctes are translated into the functiona! currency at
the rate of exchange ruling at the balance sheet date Any resulting exchange differences are included in the
statement of comprehensive income

Non-monetary assets and habibities that are measured at historical cost 1n a foretgn currency are translated nto
the functicnal currency using the rate of exchange at the date of the init1al transactton Nen-monetary assets and
lhiabilities measured at fair value 1n a foreign currency are translated into the functional currency using the rate of
exchange at the date the fair value was determined

In accordance with Book 2, Title 9 of the Dutch Civil Code, the EURO share capital of the Company has been
restated into US Dollars using the relating EUR/USD year-end closing rate The movements in exchange of the
share capital remain within equity and are captured n the capital exchange reserve, which 1s a legal reserve and
not distnibutable

Subsidaries
The Company classifies investments i entities in which 1t controls as subsidiaries

The Company’s investments in subsidiaries are stated at cost less any impairment losses




HSBC Investment Bank Holdings B V

Notes on the Financial Statements

{fi Financial assets and habilties
Loans and advances to and amounts due from HSBC undertakings

Loans and advances to and amounts due from HSBC undertakings are not intended to be sold in the short term
and have not been classified either as held-for-trading or designated at fair value These assets are recognised
when cash 1s advanced and are derecognised when the undertakings repay their obligations, or the assets are sold
or written off, or substantially all the nisks and rewards of ownership are transferred They are imtially recorded
at fair value plus any directly attnbutable transaction costs and are subsequently measured at amortised cost
using the effective mterest method, less impairment losses

Amonnts owed to HSBC undertakings

Amounts owed to HSBC undertakings are recognised when cash 1s advanced or contractual arrangements are
entered mnto These liabilities are inmtially measured at fair value less any transaction costs that are directly
attributable 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 iabilittes are measured
at amortised cost using the effective interest rate method

Cash and cash eqmvalents

Cash and cash equivalents include highly hquid investments that are readily convertible to known amounts of
cash and which are subject to an nsignificant nsk of change 1n value Such mvestments are normally those with
less than three months’ maturity from the date of acquisitton These melude current and call accounts with
related parties

(g) Imparment of assets {other than financial assets)

The carrying amounts of the Company’s assets are reviewed at each balance sheet date to determine whether
there 1s any indication of impairment If any such dication exsts, the asset’s recoverable amount 1s estimated
as the lgher of the asset’s fair value less costs to sell and its value in use

An impairment loss 15 recognised whenever the carrying amount of an asset or 1ts cash-generating unit exceeds
1ts recoverable amount Impairment losses are recognised in the statement of comprehensive income

Any impairment loss recogmised i prior peniods shall be reversed through the statement of comprehensive
income if, and only if, there has been a change n the eshmates used to determine the investment’s recoverable
amount since the last impairment loss was recognised

(h) Dervatives

Dernivatives are recogmsed nitially, and are subsequently remeasured, at fair value Farr values of exchange-
traded derivatives are obtained from quoted market prices Fair values of over-the-counter denivatives are
obtained using valuation techniques, mcluding discounted cashflow models

Denvatives are classified as assets when their fair value 1s positive or as habihities when their far value 15
negative Denvative assets and habilities ansing from different transactions are only offset 1f the transactions are

with the same counterparty, a legal nght of offset exists, and the parties intend to settle the cash flows on a net
basis

Movements mn fair value are recogmsed in the statement of comprehensive income 1n ‘Foreign exchange gain’

10
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HS5BC Investment Bank Holdings 8 V

Notes on the Financial Statements

(1} Determination of fair value

All financial instruments are recogmised 1nitially at fair value In the normal course of business, the fair value of
a financial mstrument on nitial recognition 1s the transaction price (that 1s, the fair value of the consideration
given or recetved)

Subsequent to imtial recognition, the fair values of financial instruments measured at fair value that are quoted 1n
active markets are based on bid prices for assets held and offer prices for habilities 1ssued When independent
prices are not available, fair values are determuined by using valuation techniques which refer to observable
market data These include comparison with stmilar instruments where market observable prices exist,
discounted cash flow analysis, option pricing models and other valuation techniques commeonty used by market
particapants Fair values of financial instruments may be determined in whole or in part using valuation
techniques based on assumptions that are not supported by prices from current market transactions or observable
market data, where current prices or observable market data are not available

Valuation techniques incorporate assumptions that other market participants would use 1n their valuations,
including assumptions about interest rate yield curves, exchange rates, volathties, and prepayment and default
rates Additional factors such as bid-offer spread, credit profite and model uncertainty are taken into account, as
appropniate, when fair values are calculated using valuation techniques Where a financial instrument has a
quoted price 1n an active market and 1s part of a portfolio, the fair value of the portfolio 15 calculated as the
product of the number of umts and quoted price and no block discounts are made

() Share capital

Shares are classified as equity when there 15 no contractual obligation to transfer cash or other financial assets
Incremental costs directly attributable to the 1ssue of equity instruments are shown i equity as a deduction from
proceeds, net of tax

3 Employee compensation and benefits

Based on the exemption provided in Article 383, Section 1 of Part 9, Book 2 of the Netherlands Civil Code, no
directors’ remuneration has been disclosed

The Company has no employees and hence no staff costs (2009 US$NII)

4 General and administrative expenses

Auditor's remuneration

With reference to Section 2 382a (1) and (2) of the Netherlands Civil Code certain expenses including auditor’s
remuneration have been borne by HSBC Holdings plc and are therefore not charged in arriving at profit before tax
The amount mncurred 1n respect of the audit of these financial statements was US$11,341 (2006 US$11,455)

11




HSBC Iavestment Bank Holdings B V

Notes on the Financial Statements

[

§ Tax expense

2010 2009
USS000 US$000
Current tax
UK Corporation tax
— on current year profit 1,030 2,467
~ adjustments in respect of prior years (135) (135) :
895 2,332
Deferred tax
Ongnal and reversal of temporary differences 1 1
Tax expense 896 2,333
The UK corporation tax rate to the Company was 28 per cent (2009 28 per cent)
!
The following table reconciles the tax expense
2010  Percentage of 2009 Percentage of '
overall profit overall profit
before tax before tax
US$000 % US$000 %
Taxation at UK corporation tax rate of 28% (2009
o 1,030 28 2,601 28
28%)
Adjusiments in respect of priot peniod habihmes' £135) {4 {135) {2)
Income not taxabte for tax purposes - - (133) )
Expenses not deductible for tax purposes 1 - - - |
|
Overall tax expense 896 24 2,333 24

! Adjustments 1n respect of prior period habilities consists entirely of forergn exchange on prior year tax balances
(2009 US$86 thousand)

1z




HSBC Investment Bank Heldings B V

Notes on the Financial Statements
- oo R

6  Analysis of financial assets and habihties by measurement basis

The following tables analyse the carrying amount of financial assets and liabilities by category as defined in 1AS 39

and by balance sheet heading

As at 31 December 2010 Financial assets Loans and Financial Total
and habilities recewvables assets and
held at fair habilihes at
value amortised cost
USS000 USS000 US$000 US$000
Assets
Cash and cash equivalents - - 17,919 17,919
Loans and advances to HSBC undertakings - 880,019 _ 880,019
Total financial assets - 880,019 17,919 897,938
Taotal non-financial assets 271017
Total assets 1,168,955
Fiabilities
Accruals - - 9 9
Denvatives 51 - - 51
Total financial habilities 51 - 9 60
Total non-financial habihties 380
Total Liabiltties 440
As at 31 December 2009 Frnancial assets Loans and Financial Total
and habilines receivables assets and
held at fair value habilities at
amortised cost
Us$000 US3000 US$000 USS000
Agsels
Cash and cash equivalents - - 15,972 15,972
Loans and advances to HSBC undertakings - 880,017 - 880,017
Total financial assets - 880,017 15,972 895,989
Total non-financial assets 271,018
Total assets 1,167,007
Liabiities
Accruals - . 8 8
Derivatives 22 - . 22
Total financial habilines 22 - 8 30
Total non-financial habilities 1,242
Total habilties 1272

13
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Notes on
prr E& _ _ ~ - oo - . =

the Financial Statements

7 Loans and advances to HSBC undertakings

Nooinal
interest
rate

HSBC Holdings plc LIBOR +

01%

Accrued mterest receivable

LIBOR 1s measured using 3 month US Dollar LIBOR

Matunty
date

30/06/2011

010 2005
USs000 US$000
880,000 880,000

19 17
880,019 880,017

The loans are denominated 1n US Dollars and the effective interest based on US Dollar LIBOR rates 1s accrued The
loans are carried at amortised cost The nominal rate 1s equal to the effective rate of interest as there have been no

fees charged on these loans

The fair value of [oans and advances to HSBC undertakings 1s not significantly different to the carrying value 1n the

balance sheet

14
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Notes on the Financial Statements

8 Investments in subsidiaries

2010 2009
USS000 US$000
Cost
At 1 January 17242 277242
Additions - -
Disposals - -
At 31 December 277,242 277,242
Impairment
At 1 January (6,230} (6,230)
Charge - -
At 31 December (6,230) (6,230)
Net carrying amount 31 December. ..o - ¢ cmrncvieniiees + e e 271,012 271,012

In June 2010, HSBC Financial Holdings (India} Private Limited and HSBC Censumer Services (India) Private
Limited merged 1into HSBC Securities and Capital Markets (India) Pte Limited

The principal subsidiary undertakings of the Company at 31 December 2010 were

Name of Undertaking Class of Capital Country of Ownerstup  Ownership
Incorporation  Percentage Percentage
2010 2009
HSBC Investment Services (Poland) Spzoo Ordinary shares Poland 100% 100%
HSBC Secunities and Capital Markets (India) Pte Limuted Ordinary shares India 100% 100%
HSBC Investment Company (Egypty SAE Ordinary shares Egypt 59% 59%

15
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Notes on the Financial Statements

9 Dervatives
Fair values of derivatives
2010 2009

USS000 US$000
Liabilities
Total return swap 51 22
Nortonal contract amounts of derivatives

2010 2009

US3600 US$000
Total return swap 1,700 1,700
Farr values are determined according to the following hierarchy
Level I — Quoted market price financial instruments with quoted prices for wdentical instruments in active markets
Level 2 — Valuation techmque using observable imstruments financial instruments with quoted prices for similar
nstruments 1n active markets or quoted prices for identical or sumilar instruments 1n inactive markets and financial
nstruments valued using models where all sigmificant inputs are observable
Level 3 — Valuation techmque using significant unobservable instruments financial instruments valued using
valuation techniques where cne or more significant inputs are unobservable
The total return swap 1s measured at fair value using Level 2 valuation techmques, which use observable inputs
The total return swap 1s linked to the value of shares tin Sidham Finance and Investments (Private) Limited The
principle observable inputs were the net asset value from the published accounts of Sidham Finance and Investment
{Private) Limited and the 12 month US Dollar LIBOR rate

10 Share capital

As at 31 December 2010, the share capitat of the Company 1s made up as follows

Class of shares Nominal value
per share

(EUR)

Qrdinary shares 50

Number of
authonsed
shares

20,000

Number of
1ssued and fully
paud shares

4,866

During 2010 no new ordinary shares were 1ssued (2009 Nil shares) were 1ssued

16

Issued share

Issued share

capital capital
(EUR 000) (USS000)

243 325

243 325
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HSBC Investment Bank Holdings B ¥V

Notes on the statement of cash flows

L]

Change in operating assets
Change i amounts due from HSBC undertakings
Change m loans and advances 1o HSBC undertakings

Change in operating habihities
Change m amounts owed to HSBC undertakings
Change n accruals

Change n denivatives

Cash and cash equivalents comprise
Bank balances with HSBC undertakings

2010 2009
US$000 US$000
- 747

(2) 59

(2) 806

- (2,699}

1 3

29 (428)

30 (3,119)
17,919 15,972

Interest received duning the year was US$3,690 thousand (2009 US$8,622 thousand) No interest was paid during

the year (2009 US$Nu)

No dividends were recerved during the year (2009 US$476 thousand)

No dividends were paid during the year (2009 US$ml}

17
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Notes on the Financial Statements

12 Matunty analysis of assets and habihties

The following 1s an analysis, by remaining contractual maturities at the balance sheet date, of asset and liability line
items that represent amounts expected to be recovered or settled within one year, and after more than one year

As at 31 December 2010

Assets

Loans and advances to HSBC undertakings

Liabthties

Accruals

Denvauves

As at 3] December 2009

Assets

Loans and advances to HSBC undertakings

Liabihizes

Accruals

Denvatives

Due within Due after more
ohe year than one year Total
US$000 uUssono US$000
880,019 . 880,019
880,019 - 830,019
9 - 9
51 - 51
60 - 60
17 880,000 880,017
17 880,000 830,017
8 - 8
2 - 22
30 30

18
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Notes on the Financial Statements .

13 Risk Management

Risk management

Systems and procedures are 1n place in the HSBC Group to 1dentify, control and report on the major risks associated
with financial instruments which include credit, liquidity and market nisk A Risk Management Meeting of the Group
Management Board, chaired by the Group Chief Risk Officer, 1s held each month (except August) to address asset,
hiability and nisk management issues for the HSBC Group The Risk Management Meeting sets processes and limits
to be applied by HSBC subsidiaries, including HSBC Investment Bank Holdings B V' Exposure to these risks 1s
monitored by the Company’s Asset and Liability Commuttee

Credit Risk
Credit nisk 1s the nisk of financial loss 1f a customer or counterparty fails to meet an obligation under a contract

Maximum exposure to credit risk

2010 2009

USs000 US3000

Cash and cash equivalents 17,919 15,972
Loans and advances to HSBC undertakings 880,019 880,017
897,938 895,989

Liguidity Risk

Liquidity nisk 1s the risk that the Company does not have sufficient financial resources to meet its obligations as they
fall due, or will have to do so at an excessive cost This nisk arises from mismatches in the timing of cash flows

Cash flows payable by the Company under financial habilities by remawning contractual maturities

At 31 December 2010

Due within 3 Due between Due between
Ussogo On demand months 3 and 12 months 1 and 5 years
Accruals _ 9 _ )
Denvalives 51 R R R
Total 5t 9 - -
At 31 December 2009

Due within 3 Due between Duc between
Us$000 On demand months 3 and 12 months 1 and 5 years
Accruals B 3 R _
Dernvatives 22 . - .
Total 22 8 - -

Denvatives have been included in the ‘on demand” time bucket, and not by contractual maturity, because these
financial instruments are typically held for short periods of time

19
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HSBC Investment Bank Holdings B V

Market Risk

Market risk 1s the nsk that movements in market risk factors, mnctuding foreign exchange rates and nterest rates will
reduce income values Exposure to these risks anses from short-term cash balances and funding positions with HSBC
undertakings The objective of the Company’s risk management strategy 1s to reduce exposure to these risks and
minimise volatihty in economic income, cash flows and distributable reserves The principal tool for managing this 1s
sensitivity analysis of changes i profit before tax to future changes in the exchange rates or interest rate

Foreign currency risk

The Company has no significant exposure to foreign currency risk on assets and labihities that are denominated 1n a
currency other than the US Dollar

Interest rate sensifivity analysis

The Company held US$897 million (2009 US$896 million) in variable rate net assets If all other vanables are held
constant the effect of a 100 basis pomnts increase/(decrease) in LIBOR on these net assets would be an
mcrease/(decrease) of profit before tax of US$9 0 mulhion (2009 USS9 0 million) and after tax of US$6 5 mullion
(2009 US$6 5 mitlion)

Related parties

Balances with related parties

Notes 2010 2009
US$000 US$000

Assets
Cash and cash equivalents® 17,919 15,972
Loans and advances to HSBC undertakings' 7 380,019 880,017
Investments n subsidianes® 8 271,012 271,012
Total related party assets 1,168,950 1,167,001

! These balances are with HSBC Holdings pic, the ultimate parent of the Company
? These balances are with subsidiaries of the Company

® These balances are with other related parties comprising of other HSBC Group Companies which are neither a
parent nor subsidiary of the Company

The above outstanding balances arose 1n the ordinary course of business and are on substantially the same terms,
including interest rates and security, as for comparable transactions with third-party counterparties

Other related party transactions

Dividends recerved — No dividends were received during the year (2009 US$0 5 milhion from HSBC Consumer
Services {India) Private Limited) )

Dividends paid - No dividends were patd during the year (2009 USSNil)
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HSBC Investment Bank Holdings B V [P

Events after the balanrce sheet date

16

None

Capital management

17

In line with HSBC Group policy, the Company maintains a strong capital base to suppori the development of 1ts
business and to meet regulatery capital requirements at all imes The Company recognises the impact on shareholder
returns of the level of equity capital employed and seeks to maintain a prudent balance between the advantages and
flexibility afforded by a strong capital position and the higher returns on equity  The Company 15 not subject to
externally imposed capital requirements

An annual Group capital plan 1s prepared and approved by the Board of HSBC Holdings plc The Company manages
1ts own capital within the context of the plan, which determines an appropriate amount and mix of capital required to
support planned busimess growth As part of HSBC’s capital management policy, capital generated in excess of
planned requirements 1s returned to shareholders, normally by way of dividends

The Company defines capatal as total equity, the components of which are set out in the balance sheet

Parent undertaking

~ — A

The Company’s immediate parent company 15 HSBC Holdings B V which 1s incorporated 1n the Netherlands as a
close company with limited hability and domiciled in England The Company’s ultimate parent company 1s HSBC
Holdings plc which 1s incorporated in England with linited hability under the UK Companies Act

The accounts of the Company are consohdated within the International Financial Reporting Statements of HSBC
Holdings plc  Copies of the financial statements of HSBC Holdings plc may be obtained from its registered office as
stated below, or from the Group’s web site, www hsbc com

HSBC Holdings plc
8 Canada Square
London, E14 SHQ

London, 7 July 2011

Board of Directors

-

D H Burnett JH McKenzie G Mattia P JRed
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Supplementary data
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Events after the balance sheet date

None

Statutory rules as to appropriation of profits

According to Article 12 of the Company’s Articles of Assoctation, profits are at the disposition of the General
Meeting of Sharcholders

Proposed appropriation of result

Management proposes to carry ferward within retained profits the result for the year ended 31 December 2010

Report of the Auditors

The Report of the Auditors 1s set forth on the following page

2




HSBC Holdings B V

Auditor’s report

Independent auditor’s report
To the Board of Directors of HSBC Investment Bank Hotdings B V
Report on the financial statements

We have audited the accompanying financial statements 2010 of HSBC Investment Bank Holdings B V
Amsterdam, which comprise the balance sheet as at 31 December 2010, the statements of comprehensive income,
changes in equity and cash flows for the year then ended and notes, comprismg a summary of the significant
accounting policies and other explanatory information

Management’s responsibility

Management 1s responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards as adopted by the European Union and with Part 9 of Book 2 of the
Netherlands Civil Code, and for the preparation of the management board report, in accordance with Part 9 of Book 2
of the Netherlands Civil Code Furthermore, management 1s responsible for such internal control as 1t determines 1s
necessary to enable the preparation of the financial statements that are free from material nusstatement, whether due
to fraud or error

Auditor’s responsibiiity

Our responsibility 15 1o express an opimion on these financial statements based on our audit We conducted our audit
i accerdance with Dutch law, including the Dutch Standards on Auditing This requires that we comply with ethicat
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements
arc free from matenial misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements The procedures selected depend on the auditor’s judgment, including the assessment of the nisks of
matenal misstatement of the financial statements, whether due to fraud or error In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements 1n order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal contrel An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained 1s sufficient and appropriate to provide a basis for our audit
opinion

Opinion

In our opinion, the financial statements give a true and fair view of the balance sheet of HSBC Investment Bank
Holdings B V as at 31 December 2010 and of 1ts result and 1ts cash flows for the year then ended 1n accordance with
International Financial Reporting Standards as adopted by the European Union and with Part 9 of Book 2 of the
Netherlands Civil Code

Report on other legal and regulatory requirements

Pursuant to the legal requirements under Section 2 393 sub 5 at ¢ and fof the Netherlands Civil Code, we have no
deficiencies to report as a result of our examination whether the management board report, 10 the extent we can
assess, has been prepared 1n accordance with part 9 of Book 2 of this Code, and if the information as required under
Section 2 392 sub 1 at b - h has been annexed Further, we report that the management board report, to the extent we
can assess, 15 consistent with the financial statements as required by Section 2 391 sub 4 of the Netherlands Civil
Code

AMSTELVEEN

KPMG ACCOUNTANTS NV

F M van den Wildenberg RA
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Independent auditor’s report

To the Board of Directors of HSBC Investment Bank Holdings B V

Report on the financial statements

We have audited the accompanying financial statements 2010 of HSBC Investment Bank
Holdings B V , Amsterdam, which comprise the balance sheet as at 31 December 2010, the
statements of comprehensive income, changes n equity and cash flows for the year then ended
and notes, compnising a summary of the sigmficant accounting policies and other explanatory
information

Management’s responsibility

Management 1s responsible for the preparation and fair presentation of the financial statements
in accordance with International Financial Reporting Standards as adopted by the European
Union and with Part 9 of Book 2 of the Netherlands Civil Code, and for the preparation of the
management board report, in accordance with Part 9 of Book 2 of the Netherlands Civil Code
Furthermore, management 1s responsible for such internal control as 1t determines 1s necessary
to enable the preparation of the financial statements that are free from matenal misstatement,
whether due to fraud or error

Audttor’s responsibility

Our responsibility 1s to express an opinion on these financial statements based on our audit We
conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing
This requires that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement

An audit mvolves performing procedures to obtain audit evidence about the amounts and
disclosures 1n the financial statements The procedures selected depend on the auditor’s
Judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements 1n order to design audit procedures that are appropriate n the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements

H[BVCU-] 1WO0080B0OIFSP KPMG Accountanta NV ing ven bij hat handal 0 Naderlsnd onder

nummer 33263683, 13 een dochtarmaatschappip van KPP«ZG Eurcpe LLP an (d van
hat KPMG-netwerk van sl 1] ol gen die varbanden zin asn KPMG
Insenanonal Cooparatve ( KPMG Internstional) san Zwitserse antiteit.




We believe that the audit evidence we have obtained 1s sufficient and appropriate to provide a
basis for our audit opinion

Opinion
In our opinion, the financial statements give a true and fair view of the balance sheet of HSBC
Investment Bank Holdings B V as at 31 December 2010 and of 1ts result and 1ts cash flows for

the year then ended n accordance with International Financial Reporting Standards as adopted
by the European Unton and with Part 9 of Book 2 of the Netherlands Civil Code

Report on other legal and regulatory requirements

Pursuant to the legal requirements under Section 2 393 sub $ at e and f of the Netherlands Civil
Code, we have no defictencies to report as a result of our examination whether the management
board report, to the extent we can assess, has been prepared n accordance with part 9 of Book 2
of this Code, and if the information as required under Section 2 392 sub 1 atb - h has been
annexed Further, we report that the management board report, to the extent we can assess, 15
consistent with the financial statements as required by Section 2 391 sub 4 of the Netherlands
Civil Code

Amstelveen, 27 July 2011
KPMG ACCOUNTANTS N V

FM denberg RA
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In accordance with
Regulation 32 of the
QOverseas Companies
Regulations 2009

OS AAOT

Statement of details of parent law and other
Information for an overseas company

,f What this form s for x What this form 1s NOT
You may use this form to You cannot use this form
accompany your accounts an alteration of manner s
disclosed under parent law with accounting requiren

Compninivs Horse

LOUMPFANIES HUUSE

Part 1 Corporate company name
Corporate name of | HSBC Investment Bank Holdings B V
overseas company @

UK establishment
number &

If the company has already been registered in the UK, please enter the
establishment number below

(e [rfofolss e ]

+ Filling in this form
Please complete in typescnpt or in
bold black capitals

All fields are mandatory unless
specified or indicated by *

©This 1s the name of the company in
its home state

@This shoutd only be completed if
the company has already been
registered in the UK

Part 2

Statement of details of parent law and other.
information for an overseas company

Legislation

Please give the legislation under which the accounts have been prepared and,
if applicable, the legistation under which the accounts have been audited

©This means the relevant rules or
legislation which regulates the
preparation and, if applicable, the

Legislation © r audit of accounts
m Accounting principles
Accounts Have the accaunts been prepared in accordance with a set of generally accepted |@ Please insert the name of the

accounting prinaiples?
Please tick the appropnate box
[J No Goto Section A3

Yes Please enter the name of the organisation or other
body which 1ssued those principles below, and then go to Section A3

Name of organisation
or body @

' IFRS

appropnate accounting organisation
or body

Accounts

Accounts

Have the accounts been audited? Please tick the appropriate box
[ No Go to Section AS
M Yes Goto Section Ad

BIS

Innovation & Skills

Departmant for Bunnen

CHFPOOOD
05/10 Version 4 0
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Statement of details of parent law and other information for an overseas company

m Audited accounts
Audited accounts Have the accounts been audited in accordance with a set of generally accepted  |@ Please insert the name of the
auditing standards? appropniate accounting
organisation or body
Please tick the appropnate box
[ No Goto Part 3 "Signature’
[M Yes Please enter the name of the organisation or ather body which ssued
those standards below, and then go to Part 3 “Signature’
Name ol oganiaton | pTeU. ACCOUNTING. STANDARDS BaARD)
Unaudited accounts
Unaudited accounts | Is the company required to have its accounts audited?
Please tick the appropniate box
O No
7] Yes
Part 3 Signature
| | am signing this form on behalf of the overseas company
Sighature Signature
This form may be signed by
Director, Secretary, Permanent representative
CHFPOOD

05/10 Version 40
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Statement of details of parent law and other information for an overseas company

B Presenter information

n Important information

You do not have to give any contact information, but if
you do it will help Companies House if there 1s a query
on the form The contact information you give will be
visible to searchers of the public record

oM™ Elaine Stokes

fompmaam LISBC Bank plc

Addres:

* 8 Canada Square

Post town

I London
County/Region

™= Jelifef [sfufaf

|Cumw

|Dx

I Telephone

02079921510

Checklist

We may return forms completed mcorrectly or
with information missing

Please make sure you have remembered the

following

& The company name and, if appropriate, the
registered number, match the information held on
the public Register

& You have completed all sections of the form,
if appropriate

Ef You have signed the form

Please note that all this information will appear
on the public record

@ Where to send

You may return this form to any Companies
House address

England and Wales

The Registrar of Companies, Companies House,
Crown Way, Cardiff, Wales, CF14 3U2

DX 33050 Carchff

Scotland

The Registrar of Compames, Companies House,
Fourth floor, Edinburgh Quay 2,

139 Fountainbndge, Edinburgh, Scotland, EH3 9FF
DX ED235 Edinburgh 1

or LP - 4 Edinburgh 2 (Legal Post)

Northern Ireland

The Regstrar of Companies, Companies House,
Second Floor, The Linenhall, 32-38 Linenhall Street,
Belfast, Northern Ireland, BT2 8BG

DX 481 NR Belfast1

HFurther information

For further information, please see the guidance notes
on the website at www companieshouse gov uk
or email enquines@companieshouse gov uk

This form is available in an
alternative format. Please visit the
forms page on the website at
www.companteshouse.gov.uk

This has been provided free of charge by Compamies House

CHFPROD
05/1¢ Version 4 0




