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HYBC Investment Bank lloldiugs B Y

Management report for the year ended
31 December 2012
 S—a——

HSBC Investment Bank Holdings B V (the ‘Company’), incorporated in the Netherlands with hmuted hability, 1s
registered and domiciled m England as an overscas company {with a statutory seat in Amsterdam) and wholly owned
by HSBC Holdings B V, also incorporaied in the Netherlands Its ultimate parent company 1s HSBC Holdings plc,
incorporated in England

Primcipal activities

During the year ended 31 December 2012 HSBC Investment Bank Holdings B V (the “Company’} continued to be
an mvestment holding company

1t 1s not anticipated that the acuivities of the Company will change significantly during 2013

Overview of activities

During the year ended 31 December 2012, the Company received interest income of US$14,116 thousand (2011
US$8,668 thousand) on a loan to the parent company The loan, with original maturity of Jfune 2011, was extended
for a further five years and at the same time re-priced at market rate, resulting 1o a year on year increase 1n tnlerest
income

No dividends were received during the year (2011 US$ml)

During the year, an impairment charge of US$75,105 thousand (2011 US$ml) was recognised in respect of the
Company’s investment th HSBC Secunities and Capital Markets (India) Pte Lid, a wholly owned subsidiary of
the Company

An additional impairment charge of US$357 thousand (2011 US$$846 thousand) was recogiised 1n respect of
the Company’s investment 1n HSBC Investment Services (Poland) Sp z o o, a wholly owned subsidiary of the
Company which was liquidated on 4 December 2012 The impairment charge reflects the difference between
the hiquidation proceeds of US$1,068 thousand and the carrying value of US$1,425 thousand

Result
The net asset value of the Company as at 31 December 2012 was US$1,109 milhon (2011 US$1,174 mulion)

The results of the Company show a loss before tax of US$61 million for the year (2011 profit before tax of US$8
million)

Business outlook

At the present time, it 1s not anticipated that the operating income and expenses of the Company will change
significantly duning 2013

Risk management

Being an investment holding company the Company 1s subject to the nisks of the performance of 11s subsidiaries
which could result in impairment of these mvestments The subsidiary HSBC Secunties and Capital Markets (India)
Pie Ltd ( HSCI”) was affected by the adverse economic conditions 1n recent years  An impairment charge in respect
of the Company’s investment in HSCI has been recogrused of US$75,105 thousand (2011 US$mil) The subsidiary
HSBC Investment Services (Poland) Sp 2o o ( ‘HISP’) which undertook corporate finance and advisory services,
was affected by the adverse economic conditions in recent years and as a result was liquidated on 4 December 2012
An impairment charge 1n respect of the Company’s imvestment m HISP has been recognised of US$357 thousand
(2011 US$846 thousand)

The financial nisk management objectives and polictes of the Company., together with an analysis of the exposure to
such nisks are set out in Note 13 on the financial statements

The Company’s exposure to credit, hquidity, market and foreign currency nisks are limited due to the nature of 1ts
business, which 1s predominantly investing i or financing of subsidiaries These transactions are generally funded by
way of equity from the parent company




NSBEL Investment Bank lloldings BV

Management report for the year ended

31 December 2012 (continued)
—

Capital management

The Company 15 not subject to externally imposed capital requirements and 1s dependent on the HSBC Group to |
provide necessary capital resources which are therefore managed on a group basis i

The Company defines capital as total shareholders’ equity It 1s HSBC’s objective to mamtain a strong capital base to
support the development of 11s business and to meet regulatory capital requirements at all tmes There were no
changes to the Company’s approach to capital management during the year

Directors

The Directors who served duning the year were as follows
D H Burnett

G Mattia

J H McKenzie

P J Red

The Company has no Supervisory Board of Directors

I his report and the financial statements were approved by the Beard of Directors on 17 May 2013
London, 17 May 2013
Signed on behalf of the Board of Directors

A |

P} Reid

Director




HSBC Investment Bank Holdings B V

Financial Statements
———

Statement of comprehensive income for the year ended 31 December 2012

2012 2011

Notes USS000 US%000

[nterest income 14,116 8,668

Net trading income 108 -

Fair value (loss)/gain on dervatives {21) 45
Foreign exchange loss (25) (29)

Total operating income 14,278 8684
General and admimistrative expenses (11 (14)
Impairment of investment n subsidiaries 8 (75,462) (846)
Total operating expenses (75,473 (860}

(Loss) / Profit before tax (61,195) 7,824
Tax expense k) (3,886) (1,884)

(Loss) / Profit for the year attributzble to the sharcholder {65,081) 5,940

Total comprehensive income for the year attributable to the {65,081) 5,940

shareholder

The accompanying notes on pages § to 23 form an integral part of these financial statements




HSHBC Investment Bank Heldings BV

Financial Statements (continued)
C————

Balance sheet as at 31 December 2012

2012 2011

Notes USS000 US$000
ASSFTS
Cash at bank and 1n hand 30,808 25,195
Leans and advances to HSBC undertakings 7 880,038 880,080
Prepayments and accrued tncome 208 -
Investments in subsidiaries 8 200,136 270,166
Deferred tax assets 2 4
Total assets 1,111,197 1,175,445
LIABILITIES AND LQUITY
Liabilies
Amounts owed to HSBC undertakings - |
Denvatives 9 27 7
Current tax hiabiliies 1,782 973
Accruals 9 9
Total liabilities 1,818 990
Lquity
Called up share capital 10 321 315
Capital exchange reserve (61) (5%)
Share premium account 1,101,095 1,101,095
Retained zarnings 8,019 73,100
Total equity 1,109,374 1,174,455
Total equity and hiabilities 1,111,192 1,175,445

The accompanying notes on pages 8 to 23 form an integral part of these financial statements




HSBC Investiment Bank Holdiugs B V

Financial Statements (continued)
———

Statement of cash flows for the year ended 31 December 2012

Cash flows from operating activities
(Loss) / Profit before tax

Adjustments for

— Non-cash items included n profit before tax

~ Change in operaling assets
— Change m operating liabilities

~ Tax pad

Net cash generated from operating activities

Cash flows from mvesting activities

Net cash outflow from acquisiton of or additional mvestment in

subsidianes

Net cash used in investing activities

Net tncrease in cash and cash equn alents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

The accompanying notes on pages 8 to 23 form an integral part of these financial statements

2012 2011

Notes USS000 US5000
{61,195) 7824

I 75,462 B46
1 (166) (61)
1 19 (45)
(3,075) (1,288)

11,045 7276

(5,432) .

(5.432) -

5613 71,276

25,195 17919

1 30,808 25,195




MNSHBC lavestment Bank Holdinga B V

Financial Statements (continued)
C———

Statement of changes in equity for the year ended 31 December 2012

At 1 January 2012

Loss for the year attributable to the shareholder

Total comprehensive income for the year
attnibutable to the shareholder

Exchange movements

At 31 December 2012

At 1 January 2011

Profit for the year attnbutable to the shareholder

Total comprehensive mcome for the year
attributable to the shareholder

Exchange movements

At 3] December 2011

Called up Capital Share Retained  Total equity
share capital exchange premiurm €arnings
reserve
US$000 USS000 US$000 US$000 US3000
IS (55) 1,101,095 73,100 1,174,455
- - - {65,081) {65,081)
- - - {65,081) {65,081)
6 (6) - - -
321 ((1}] 1,101,095 8,019 1,109,374
325 (65) 1,101,095 67,160 1,168 515
- - - 5,940 5,940
- - - 5,940 5,940
(10} 10 - - -
315 (33) 1,101,095 73,100 1,174,455

Ihe capital exchange reserve 1s a legal reserve and therefore not distributable

No dividends were paid during 2012 (2011 US$nil)

The accompanying notes on pages § to 23 form an integral part of these financial statements




ILSBC Envestment Bank Holdinga B V

Notes on the Financial Statements
e————

Basis of preparation

(a)

()

(@)

(¢}

Statement of compliance

HSBC Investment Bank Holdings B V' has prepared its financial statements in accordance with International
Financial Reporting Standards (‘IFRSs’) as endorsed by the European Union (‘EU”) and 1n accordance with
Book 2, Title 9 of the Dutch Civil Code

IFRSs compnise accounting standards i1ssued by the International Accounting Standards Board ('IASB') and its
predecessor body as well as interpretations issued by the IFRS Interpretations Commuttee (' IFRIC”) and its
predecessor body

The Company 1s exempt from the requirement to prepare group consolidated financial statements by arucle
408 of Book 2 of the Netherlands Civil Code All subsidiaries held by the Company are taken up within the
consoldated financial statements of the ultimate parent company Under the exemption provided by
paragraph 10 of 1AS 27, the Company does not prepare consolidated financial statements and, in heu
thereof, files with the Trade Register of the Chamber of Commerce 1in Amsterdam the audited annual group
financial statements of HSBC Holdings plc ‘

The financial statements present information about the Company as an mdividual undertaking ‘

Basis of measut ement

The financial statements are prepared on the historical cost basis except for financial assets and finanaial
hiabshties which are measured in accordance with notes 2(f), 2(h) and 2(1)

Functional and presentation cuttency
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

Use of estimates and assumptions

The preparation of financial information requires the use of estimates and assumptions about future conditions
The use of available information and the application of judgement are imherent in the formation of estumates,
actual results in the future may differ from estimates upon which financial information 1s prepared Management
believes that the Company’s critical accounting policy where judgement is necessarily applied 1s the impairment
of investments in subsidiaries (Note 2{g))

Balance sheet presentation

The balance sheet has been prepared m order of iquidity to better reflect the nature of the Company as an
mvestment holding company




HSBC Investment Bauk Holdings I V

Notes on the Financial Statements (continued)
—————

1

Basis of preparation (continued)

(fy Futwre accounung deyelopments

At 31 December 2012, a number of standards and amendments to standards had been 1ssued by the IASB which
are not effective for the Company’s financial statements as at 31 December 2012 Those which could have an
impact on the Company’s financial statements are discussed below

Standards and amendments 1ssued by the IASB
Standards applicable in 2013

In May 2011, the IASB issued IFRS 13 ‘Faiur Value Measurement * Thss standard 1s effecuve for annual penods
beginning on or afler | January 2013 with carly adoption permitted IFRS 13 1s required to be applied
prospectively from the beginning of the first annual period i which it 1s apphed The disclosure requirements of
IFRS 13 do not require comparative information to be provided for periods prior to imtial apphcation

ITRS 13 establishes a single source of guidance for all fair value measurements required or permitted by IFRSs
I'he standard clarifies the definition of fair value as an exit price, which 1s defined as a price at which an orderly
transaction to sell the asset or to transfer the liability would take place between market participants at the
measurement date under current market conditions, and enhances disclosures about fair value measurement

The effect of IFRS 1315 not expected 1o be material to the Company”s financial statements
Standards apphcable in 2015 but not endorsed by the EU

In November 2009, the IASB 1ssued IFRS 9 ‘Financial Instruments’ which introduced new requirements for the
classification and measurement of financial assets In October 2010, the IASB 1ssued an amendment to IFRS ¢
incorporating requirements for financial habilies Together, these changes represent the first phase i the
IASB’s planned replacement of [AS 39 ‘Financial Instruments Recognition and Measurement 7

Following the LASB’s decision in December 2011 to defer the effective date, the standard 15 effective for annual
periods beginning on or after 1 January 2015 with early adoption permutted IFRS 915 required to be applied
retrospectively but prior periods need not be restated

I he second and third phases in the 1ASB’s project to replace IAS 39 will address the impairment of financial
assets and hedge accounting

I he TASB 15 1n the process of amending the requirements for classification and measurement in IFRS 9 to
address practice and other 1ssues

The final IFRS 9 requirements for classification and measurement and impairment remain uncertain and so the
Company remains unable to provide a date by which it will apply IFRS 9 as a whole However, based on an
initial assessment, when the Company s able to apply IFRS 9 it 15 not expected to have a matenal effect on the
Company’s financial statements




HSBC lovestment Hank Holdings B V

Notes on the Financial Statements (continued)
| ———

2 Summary of significant accounting policies

(a)

(b}

(©

Inter est income and expense

Interest income and expense for all interest bearing financial instruments 15 recognised in “Interest income” and
‘Interest expense’ 1n the statement of comprehensive income using the effective interest method The effective
mterest method 15 a way of calculating the amortised cost of a financial asset or a financial liabihty and of
allocating the interest income or expense over the relevant period

The effective tnterest rate 18 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
the financiat asset or financial liability When calculating the effective interest rate, the Company estimates cash
flows considering all contractual terms of the financial instrument but excluding future credi losses The
caiculation includes all amounts patd or received by the Company that are an integral part of the effective
nterest rate of a financial strument, including transaction costs and all other premiums or discounts

Dividend income

Dhvidend income 1s recognised 1n the statement of comprehensive income on the date the entity’s nght to recerve
payments 15 established This ts the ex-dividend date for histed equity securities, and usually the date when
shareholders have approved the dividend for unhsted equity securities

Income Tax

Income tax comprises current tax and deferred tax Income tax 15 recogmsed tn the statement of comprehensive
income, except to the extent that it relates to items recognised directly 1n 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 adjustment to tax payable in respect of previous
years Current tax assets and habilitics are offset when the Company intends to settle on a net basis and the legal
right to offset cxists

Deferred tax 1s recognised on temporary differences between the carrying amounts of assets and habilities in the
balance sheet and the amounts attributed 10 such assets and habilities for tax purposes Deferred tax habilives
are generally recognised for all taxable temporary differences and deferred tax assets are recogmised to the
extent that it 15 probable that future taxable profits will be available against which deductible temporary
differences can be utilised

Deferred tax 1s calculated using the tax rates expected to apply i the periods i which the assets wall be realised

or the habilities settled, based on tax rates and laws enacled, or substantively enacted, by the balance shect date

Deferred tax assets and hiabilities are offset when they arise mn the same tax reporting group and relate 1o income !
taxes levied by the same taxation authority, and when the Company has a legal nght to offset




HSBL Investmment Bank Holdiugs B V

Notes on the Financial Statements (continued)
——

2 Summary of significant accounting policies (continued)

(@

(f}

Fnreign carrencies

Transactions 1n foreign currencies are recorded in the functional currency at the rate of exchange prevaihing on
the date of the transaction

Monetary assets and hiabihties denominated in foreign currencies are translated into the functional currency at
the rate of exchange ruling at the balance sheet date Any resulting exchange differences are included 1n the
statement of comprechensive income

Non-monetary assets and habilities that are measured at ustorical cost 1n a foreign currency are translated into
the functional currency using the rate of exchange at the date of the initial transaction Non-monetary assets and
liabthties measured at fair value in 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 EURQ share capital of the Company has been
restated into US Dotlars 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 15 a legal reserve and
not distributable

Subsidranies
[ he Company classifies investments in entities in which it controls as subsidiaries

For the purpose of determining this classification, control 1s considered to be the power io govern the financial
and operating policies of an entity so as to obtain benefits from its activihies

The Company’s investments 1n subsidiaries are stated at cost less any impairment losses

Fimancial assets and halilities
Loans and advances to HSBC undertakings

L.oans and advances to HSBC undertakings are those that have not been classified either as heid-for-trading or
designated at fair value [hese assets are recogmsed 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 initally recorded at fair value plus any directly attributable
transactton costs and are subsequently measured at amortised cost using the effective interest method, less
impairment losses

Awmounts owed to HSBC undertakings

Amounts owed to HSBC undertahings are recognised when cash 1s advanced or contractual arrangements are
entered into These liabthities are mitially measured at far value less any transaction costs that are directly
atiributable The Company derecognises the financial liability when the Company’s obligations specified in the
contract expire, are discharged or cancelled Subsequent to inthial recognition, financial liabilities are measured
at amortised cost using the effective nterest rate method

Impairment of assets (other than finanaial assets)

The carrying amounts of the Company s investments in subsidiaries are reviewed at each balance sheet date to
determine whether there 15 any indication of impairment If any such indication exists, the asset’s recoverable
amount 15 esimated as the higher of the asset’s fair value less costs to sell and 1ts value in use




HSBC Tavestment Bank Eloldings B V

Notes on the Financial Statements (continued)
————

2 Summary of significant accounting policies (continued)

(1)

0)

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

Any impairment loss recogmised 1n prior periods shall be reversed through the statement of comprehensive
income 1f, and only 1f, there has been a change in the estimates used to determine the investment’s recoverable
amount since the last impairment loss was recognised An impairment loss 1s reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined 1f no imparrment
loss had been recogmsed

Detivatives

Denivatives are recogmsed imtially, and are subsequently remeasured, at far value Fair values of exchange-
traded derivatives are obtained from quoted market pnces Fair values of over-the-counter derivatives are ‘
obtaned using valuation techniques, including discounted cash flow models

Dernivatives are classified as assets when their fair value 1s positive or as habilities when their fair value is
negative Derivative assets and liabulities anising from different transactions are only offset if the transactions are
with the same counterparty, a legal right of offset exists, and the parties intend 1o settle the cash flows on a net
basis

The method of recognising fair value gains and losses on derivatives depends on the nisk exposure that 15 being
managed All gains and losses from changes in the fair value of the Company’s total return swap derivative are
recognised 1n the statement of comprehensive tncome within ‘Fair value (loss) / gain on derivatives’ All gans
and losses from changes in the fair value of the Company’s foreign exchange derivatives, used for managing
foreign currency risk exposure, are recognised m the statement of comprehensive tncome in ‘Foreign exchange
gamn’

Duternungtion of fan value

All financial istruments are recogmsed imitially at fair value [n the normal course of business, the fair value of
a financial instrument on 1nthial recognition 1s the transaction price (that 15 the fair value of the consideratton I
given or received)

Subsequent to intial recogrition the fair values of financial instruments measured at fair value that are quoted i
active markets are based on bid pnices for assets held and offer prices for labilities 1ssued When independent
prices are not available, fair values are determined by using valuation techmques which refer to observable
market data These include comparison with similar instruments where market observable prices exist,
discounted cash flow analysis, option pricing models and other valuation techmques commonly used by market
participants Fair values of financial instruments may be determined in whole or in part using valvation
techniques based on assumptions that are not supponed 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 in their valuations,
including assumptions aboul nterest rate yield curves, exchange rates, volatilities, and prepayment and default
rates Additional factors such as bid-offer spread, credit profile and model uncertainty are taken nto account, as
appropriate, when fair values are calculated using valuation techmgues Where a financial instrument has a
quoted price in an active market and 15 part of a portfolio, the fair value of the portfolio is calculated as the
product of the number of units and quoted price and no block discounts are made

Share capital

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

12




HSBC Tuvestment Hank Holdings B ¥

Notes on the Financial Statements (continued)
———

3  Employee compensation and benefits

None of the Directors recetved any remuneration for their services to the Company during the year (2011 USSnl)

The Company has no employees and hence no staff costs (2011 US$ml)

4  General and admimistrative expenses

Auditor s remunei ation

With reference 1o Section 2 382a (1) and (2) of the Netherlands Civil Code centain expenses including auditor’s
remuneration have been borne by HSBC Holdings ple and are therefore not charged in arriving at profit before tax
The amount mcurred 1n respect of the audit of these financial statements was US$9,904 (2011 US$10,016)

13




HSBC lnsvescmont Bank Holdinga B V

Notes on the Financial Statements (continued)
—

Tax expense

Current tax
UK Corporation tax

~ for this year

Foreign exchange movements

- adjustments in respect of prior years

Deferred tax

Ongnation and reversal of temporary differences

Total tax charged to the statement of comprehensive income

2012 2011
Usso00 US$000
3,527 2,280
357 (397)
3884 1,883

2 ]

3,386 1,884

The UK corporation tax rate applying 1o the Company was 24 5 per cent (2011 26 5 per cent)

The tax charged to the statement of comprehensive income differs to the tax charge that would apply 1f all profits had

been taxed at the UK corporation tax rate as follows

2012 Percentage of 2011 Percentage of
overall loss overall profit
before tax before tax
USS000 Yo US$000 %
Taxation al Uk corporation tax rate of 24 5%

(2011 26 5%) (14,993) 245 2,074 265
Adjustments in respect of prior period habilities' 357 (06) (397) 51
Amounts not deductible for tax purposes 18,488 (302) 223 29
Chargeable gains 67 on . -
Deferred tax temporary differences previously not {67) 01 - -

recogmised
Other items M on (16) {02)
Total tax charged to the statement of comprehensive 3,886 64) 1,884 241

Imcome

! Adjustments in respect of prior period habilitics consists entirely of foreign exchange on prior year tax balances

The UK Government announced that the main rate of corporation tax for the year beginning 1 April 2012 will reduce
from 26% to 24%, to be followed by a 1% reductien to 23% for the year beginning 1 April 2013 and a further 2%
reduction to 21% for the year beginning 1 April 2014 The reduction in the corporate tax rate to 24% was
substantively enacted 1n the first half of 2012 and this results in a weighted average of 24 5% for 2012 (2011

26 5%) The reduction to 23% was enacted through the 2012 Finance Act in July, and the reductions to 21% and
20% announced 1n the 2012 Autumn Statement and 2013 budget are expected to be enacted through the 2013

Finance Act It 1s not expected that the proposed future rate reductions will have a sigmificant effect on the deferred

tax asset at 31 December 2012 of US$2 thousand




INSBL Invescment Bank Holdings B V

Notes on the Financial Statements (continued)
———

5 Tax expense (continued)

Deferted taxation

I he following tables show the deferred tax assets recogmsed n the balance sheet and the related amounts recognised
in the statement of comprehensive income, other comprehensive income and directly in eqinty

IFRS conversion

At 1 January

Income statement

At 31 December

2012 2011
USS000 US$000
2 4

2012 2011
Ussooo US$000
4 5
2) (1)

2 4

6  Analysis of financtal assets and habilities by measurement basis

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

and by batance sheet heading

As at 31 December 2012 Financial Laans and Other Total
assets and receivables financial
hahhities held assets and
at fmr value habilities at
amortised
cost
US$000 USS000 USS000 US$000
Assets
Cash at bank and in hand - - 30,808 30,808
Loans and advances to HSBC undentakings - 880,038 - 880,038
Prepayments and accrued income - - 208 208
Total financial assets _ B80,038 31,016 911,054
Total non-financal assets 200,138
Total assets 1,111,192
Liabilities
Denvatives 27 . - 27
Accruals - - 9 9
Total financial hateliies 27 . 9 36
Total non-firancial Liabilities 1,782
Total habiliues 1,518
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6 Analysis of financia) assets and habihities by measurement basis (continued)

As at 31 December 2011 Financial assets Loans and Other Total
and habilities recervables financial
held at fawr value assets and
habilities at
amortised cost
US$000 US$000 US$000 USs000
Assets
Cash at bank and i hand . - 25,195 25,195
Loans and advances to HSBC undertakings . 880,080 - 880,080
Total financial assets - 880,080 25,195 905,275
Total non-financial assets 270,170
Total assets 1,175,445
Liabilitigs
Amounts ewed to HSBC undertakings - - 1 i
Dernvatives 7 - - 7
Accruals - - 9 9
Total financial habthues 7 - 10 17
I otal non-financial habilities 973
Total iabilities 990

7 Loans and advances to HSBC undertalings

Nommal interest
rale

HSBC Holdings plc LIBOR + 1 3%

Accrued interest recewvable

1 he loan to HSBC Holdings plc had an oniginal maturity date of 30 June 2011 and a nominal interest rate of

Matunity
date

30/06/2016

2012 2011
USS000 US$000
880,000 880,000

k1] B0
380,038 880,080

LIBOR + 0 1% On matunty, the loan was extended for a further five years and at the same time re-priced at market

rate

LIBOR 1s measured using 3 month US Dollar LIBOR

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

fees charged on these loans

The fair value of loans and advances to HSBC undertakings at 31 December 2012 was US$398 mullion (2011

US$871 million)
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8

Investments in subsidiaries

2012 2011
USso000 USs3000

Cost

At | January 277,242 277,242
Additions 6,500 -
Disposals (2,271) -
At 31 December 281,471 277242
Impairment

At 1 January (7,076) {6,230}
Charge (75,462) (846)
Disposals 1,203 -
At 31 December (81,335) (7,076)
Net carrying amount 31 December 200,136 270,166

Impairment charge recognised

The imparrment charge recogmised during 2012 of US$75,462 thousand (2011 US$846 thousand) was tn respect of
an impairment of US$75,105 thousand taken to the Company’s tnvestment 1n HSBC Securities and Capital Markets
(India} Pte Lid (2011 US$nil) and an impairment of US$357 thousand taken to the Company’s investment in HSBC
Investment Services (Poland) Sp z oo (“HISP™) (2011 US$846 thousand), both wholly owned subsidiaries of the
Company HISP was hquidated on 4 December 2012

The Company’s accounting policy for impairment of assets (other than financial assets) 1s described 1n Note 2(g)

The principal subsidiary undertakings of the Company at 31 December 2012 were

Explanation of additions and disposals

In May 2012, the Company invested a further US$2 500 thousand in HSBC Secunties and Capital Markets (India)
Pte Limited

In December 2012, the Company invested a further US$4 000 thousand n HSBC Sccurities and Capital Markets
(India) Pte Lamited

In December 2012, HSBC Investment Services (Poland) Sp z o o (“HISP') a wholly owned subsidiary of the
Company, was ligumdated and proceeds of US$1,068 thousand received The remaining carrying value of the
Company's investment of US$357 mithon was recogmsed as an impairment 1n the Income Statement

Name of Undertaking Class of Capital Country of Ownership  Ownership
Incorporation  Percentage Percentage
2012 2011
HSBC Investment Services (Poland) Sp z o o Ordunary shares Poland - 100%
HSBC Secunties and Capital Markets {India) Pte Limited Ordinary shares india 100% 100%
HSBC Investment Company (Egypt) S A E Ordinary shares Egypt 59% 59%
HSBC Securuies {Philippines) Inc Ordtnary shares Phihippines 100% 100%
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9

Derivatives

10

Fair values of dertvatives

2012
USS000
Liabilitres
Total return swap 27
Notional contract amounts of dertvatives
2012
US$000
Tota! return swap 1,700

Fair values are determined according to the following hierarchy

2011
US$000

2011
US$000

1,700

Level I — Quoted market price financial instruments with quoted prices for identical instruments in active markets

Level 2 — Valuation technique using observable instruments financial instruments with quoted prices for ssmilar
instruments in active markets or quoted prices for identical or similar instruments 1n mactive markets and financial

instruments valued using models where all significant inputs are observable

Level 3 — Valuation techmgue using significant unobservable instruments financial instruments valued usin
g g Sig

valuation techniques where one or more sigmficant nputs are unobservable

The total return swap 1s measured at fair value using Level 2 valuation techmiques, which use observable inputs

I he total return swap 1s linked to the value of shares in Stdham Finance and Investments (Private) Limited The
principle observable inputs were the net asset value from the published accounts of Sidham Fnance and Investment

(Private) Limited and the 12 month US Dollar LIBOR rate

Share capital

As at 31 December 2012, the share caputal of the Company 1s made up as follows

Class of shares Nominal value Number of Number of issued share Issued share
per share authonsed  issued and fully capital capital
shares paud shares
{EUR) (LUR 000) (USS000)
Ordinary shares 50 20,000 4,866 243 321
243 321

During 2012 no new ordinary shares were 1ssued (2011 ml shares were 1ssued)
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11 Notes on the statement of cash flows

2012 2011
USS600 US$000
Non-cash items included in profit before tax
impairment of mvestmenls 75,462 Bd6
75,462 846
Change 1n operating assets
Change in loans and advances to HSBC undertakings 42 (61)
Change in prepayments and accrued mcome (208) -
{166} (61)
Change in operating habilities
Change in amounts gwed to HSBC undertakings [L)] ny
Change in dernivatives 20 (44)
19 (45)
Cash and cash equivalents compnise
Cash at bank with HSBC undertakings 30,808 25,195
Interest and dividends
Interest recerved 14,158 8,607
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12 Matunity analysis of assets and habilities

The following 15 an analysts, by remaiming contractual maturitics at the balance sheet date, of asset and hability hine
items that represent amounts expected to be recovered or settled within one year, and after more than one year

Due within Due after more
one year than one year Total
As at 31 December 2012 USsSo00 US5000 USS000
Assets
Loans and advances to HSBC undertakings k1] 880,000 880,038
Prepayments and accrued income 208 - 208
246 880,000 880,246
Liabilities
Dervatives 27 - 27
Accruals 9 - 9
36 - 36
As at 31 December 2011
Assets
Loans and advances to HSBC undertahings 80 880,000 880,080
80 $80,000 880,080
Liabiues
Amounts owed to HSBC undertakings ] - i
Derivatives 7 - 7
Accruals 9 - ]
17 17
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13 Risk Management

Systems and procedures are n place 1n the HSBC Group to 1dentify, control and report on the major nisks associated
with financial instruments which include credit, hquidity and market risk A Risk Management Meeting of the Group
Management Board, chaired by the Group Chief Risk Officer, ts held each month {except August) to address asset,
liabihty and nsk manageiment 1ssues for the HSBC Group The Risk Management Meeting sets processes and Iimits
to be apphed by HSBC subsidharies, including HSBC Investment Bank Holdings B V' Exposure to these risks 1s
momitored by HSBC Holdings ple’s Asset and Liabnlity Committee

Credit Risk
Credit risk 15 the risk of financial loss 1f a counterparty fails to meet an obhigation under a contract

Maxtmum exposure to credit risk

2012 2011

US$000 US§000

Cash at bank and in hand 30,308 25,195
Loans and advances to HSBC undertakings 880,033 880,080
910,846 905,275

Liqudity Risk

Liquidity risk 1s the risk that the Company does not have suffictent financial resources 1o meet its obhigations as they
fall due, or will have to do 50 at an excessive cost This nisk arises from mismatches 1 the tming of cash flows

Cash flows payable by the Company under financial liabilities by rematning contractual maturities

At 31 December 2012

Duc within 3 Due between Due betneen
US5000 On demand maonths 3 and 12 months 1 and 5 years
Denvatives 27 - - -
Accruals - i - -
Total 27 2 - -
At 31 December 2011

Due within 3 Due between Due between
US$000 On demand months 3 and 12 months 1 and 5 years
Amounts owed to HSBC undertakings '
Derivatives 7 - - -
Accruals - g - -
Total 8 9 - -

Denivatives have been meluded i the ‘on demand’ tume bucket, and not by contractual maturity, because these
financial instruments are typically held for short pertods of time
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13 Rusk Management (continued)

Market Risk

Market risk 1s the risk that movements 1n market nsk factors, including foreign exchange rates and interest 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
minimse volatility in economic income, cash flows and distributable reserves The principal tool for managing this 1s
sensitvity analysis of changes 1n profit before tax to future changes 1n the exchange rates or interest ratc

Foreign currency risk

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

Interest rate sensitivity analysis

The Company held net assets of US$910 million (2011 US$905 mullion) that are sensitive to interest rate
movements 1f all other vanables are held constant the effect of a 100 basis points increase/(decrease) in LIBOR on
these net assets would be an increase/(decrease) of profit before tax of US$9 1 million (2011 US$9 ¢ million) and
after tax of US$6 9 million (2011 US$6 7 mullion)

14 Related party transactions

Balances with related parties

Notes 2012 2011
USS000 LJS3000
Assets
Cash at bank and 1n hand" 30,808 25,195
Loans and advances to HSBC undertakings’ 7 880,038 880,080
Investments in subsidiaries’ 8 200,136 270 166
Total related party assels 1,110,982 1,175,441
Liabihies
Amounts owed to HSBC undertahings’ - 1
Accruals' 9 9
Total related party liabilities 9 10

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

These balances are with HSBC Holdings plc, the ultimate parent of the Company

* These balances are with subsidianies of the Company

I'he above outstanding balances arose i 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
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15 Events after the balance sheet date

There have been no sigmficant post balance shect events

16 Capital management

In hine with HSBC Group policy, the Company maintains a strong capital base to support the development of 1ts
business and to meet regulatory capital requirements at all imes The Company recogmses the impact on shareholder
returns of the level of equity capiial employed and seeks to maintain a prudent balance between the advantages and
flextbihty afforded by a strong capital positton and the higher returns on equity  The Company 15 not subject to
externally imposed capital requirements

An annval Group capital plan is prepared and approved by the Board of HSBC Holdings pic The Company manages
its own capital within the context of the plan, which determines an appropriate amount and mix of capital required to
support planned business 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 capital as total equity, the components of which are set out in the balance sheet

17 Parent undertaking

The Company’s immediate parent company 15 H1SBC Holdings B V which 1s incorporated in the Netherlands as a
close company with limited hiabihity and registered and domiciled in Engiand The Company’s ultimate parent
company 15 HSBC Holdings plc which 1s incorporated 1n England with limited hability under the UK Companies
Act

The accounts of the Company are consohdated within the HSBC Holdings plc financial statements, which are
prepared in accordance with Intemational Financial Reporting Standards 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 stte,

www hshe com

HSBC Holdings plc
8 Canada Square
London, E14 5HQ

London, 17 May 2013

Board of Directors

D H Burnett J H McKenzie G Mattia PJReud

23




HSBC luvestment Bank Holdings BV

Supplementary data
————

Statutory rutes 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 Shareholders

Proposed appropriation of result

Management proposes to carry forward within retained earmgs the result for the year ended 31 December 2012

Report of the Auditors

The Report of the Auditors 18 set forth on the following page
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Independent Auditor’s Report to the Member of HSBC Investment Bank Holdings B.V.

31 December 2012
v m—

Report on the financial statements

We have audited the accompanying financial statements 2012 of HSBC Invesiment Bank Holdings B V ,
Amsterdam, which compnise the balance sheet as at 31 December 2012, the statements of comprehensive income,
changes 1n equity and cash flows for the year then ended and notes, comprising a summary of the sigmificant
accountuing poticies and other explanatory information

Management’s responsibility

Management 1s responsible for the preparation and fair presentation of these financial statements i accordance with
International Financial Reporting Standards as adopted by the European Umon and with Part 9 of Book 2 of the
Netherlands Civil Code, and for the preparation of the management report 0 accordance with Part 9 of Book 2 of the
Netherlands Civil Code Turthermore, management 1s responsible for such internal control as it determines 1s
necessary 1o enabie the preparation of the financial statements that are free from material misstatement, whether due
to fraud or error

Auditor’s responsibiity

Our responsibility 15 to express an opinion on these financial statements based on our audtt We conducted our audut
in accordance with Dutch law, including the Dutch Standards on Auditing This requires that we comply with ethical
requirements and plan and perform the audst to obtain reasonable assurance about whether the financial statements
are free from material 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, mcluding the assessment of the risks of
matenal misstatement of the financial statements, whether due to fraud or error In making those rish assessments,
the auditor considers internal control relevant to the Company’s preparation and fair presentation of the financial
statements tn order to design audit procedures that are appropriate in the circumstances but not for the purpose of
expressing an opimon on the effectiveness of the Company’s internal control An audit alse 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 belteve that the audit evidence we have obtained 1s sufTicient and appropreate to provide a basis for our audit
apmion

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of HSBC lnvestment Bank
Holdings B V as at 31 December 2012 and of its result and its cash flows for the year then ended 1n 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 requiremients under Section 2 393 sub 5 at e and f of the Netherlands Civil Cede, we have no
deficiencies to report as a result of our examination whether the management report, to the extent we can assess, has
been prepared 1n accordance with Part 9 of Book 2 of this Code, and whether the information as required under
Section 2 392 sub 1 at b - h has been annexed Further, we report that the management report, o 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, May 2013
KPMG Accountants N V

CCJ Segers 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 2012 of HSBC Investment Bank
Holdings B V , Amsterdam, which comprise the balance sheet as at 31 December 2012, the
statements of comprehensive income, changes in equity and cash flows for the year then ended
and notes, comprising a summary of the significant accounting policies and other explanatory
information

Management’s responsibility

Management 1s responsible for the preparation and fair presentation of these financial
statements 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, and for the
preparation of the management report 1 accordance with Part 9 of Book 2 of the Netherlands
Cwvil Code Furthermore, management is responsible for such internal control as 1t determines 1s
necessary to enable the preparation of the financial statements that are free from material
misstatement, whether due to fraud or error

Auditor’s responsibility

Qur 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
Thas 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 involves 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 nisks 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 Company’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
Company’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

We believe that the audit evidence we have obtamed is sufficient and appropnate to provide a
basis for our audit opinmion

KPMG Accountants NV regstared with the tade regrstar in the Natherlands

6118/ 13W00108502AVN under number 33263683 13 & subsdiary of KPMG Europa LLP and & merrber firm
of the KPMG nezwork of independent member fims atfilated with KPMG
Intamauonal Cooperative | KPMG Intemational’}l a Swiss entity




Opinion
In our opinion, the financial statements give a true and fair view of the financial position of
HSBC Investment Bank Holdings BV as at 31 December 2012 and of 1ts result and its cash

flows for the year then ended 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

Report on other legal and regulatory requirements

Pursuant to the legal requirements under Section 2 393 sub 5 at ¢ and f of the Netherlands Civil
Code, we have no deficiencies to report as a result of our examination whether the management
report, to the extent we can assess, has been prepared 1n accordance with Part 9 of Book 2 of
this Code, and whether the information as required under Section 2 392 sub 1 at b - h has been
annexed Further, we report that the management 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, 17 May 2013
KPMG Accountants N V

C CJ Segers RA

6118/ 13WO00108502AVN 2




Independent auditor’s report
To the Board of Directors of HSBC Investment Bank Holdings BV

Report on the financial statements

We have audited the accompanying financial statements 2012 of HSBC Investment Bank
Holdings B V , Amsterdam, which comprise the balance sheet as at 31 December 2012, the
statements of comprehensive income, changes in equity and cash flows for the year then ended
and notes, comprising a summary of the significant accounting polictes and other explanatory
information

Management’s responsibility

Management 1s responsible for the preparation and fair presentation of these financial
statements 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, and for the
preparation of the management report 1n accordance with Part 9 of Book 2 of the Netherlands
Civil Code Furthermore, management 1s responsible for such internal controf 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

Auditor’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 matenal
misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures n the financial statements The procedures selected depend on the auditor’s
Judgment, including the assessment of the nsks 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 Company’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
Company’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

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

VN KPMG Accountanta NV registared with the trade ragistar in the Natherlands

6118/ 13W00108502A under number 33263683 15 & subsidiary of KPMG Europe LLP and a member fiem
of the KPMG network of independent membar fums gffiliated with KPMG
Intemational Cooparaive { KPMG Intamauonal) a Swisa enuty




Opinion
In our opinion, the financial statements give a true and fair view of the financial position of
HSBC Investment Bank Holdings B 'V as at 31 December 2012 and of 1its result and its 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 e and f of the Netherlands Civil
Code, we have no deficiencies to report as a result of our examination whether the management
report, to the extent we can assess, has been prepared 1n accordance with Part 9 of Book 2 of
this Code, and whether the information as required under Section 2 392 sub 1 at b - h has been
annexed Further, we report that the management report, to the extent we can assess, 1S
consistent with the financial statements as required by Section 2 391 sub 4 of the Netherlands
Civil Code

Amstelveen, 17 May 2013
KPMG Accountants N V

C CJd SegersRA ‘

6118/ 13IW00108502AVN 2




