
April 2009

HSBC Bank Canada
Investor Presentation

Graham McIsaac
Chief Financial Officer

Brad Meredith
Executive Vice-President, Global Banking and Markets

Nick Turnor
Head of Debt Investor Relations, HSBC Holdings plc



Caution regarding forward-looking statements

This document may contain forward-looking statements, including statements regarding the 
business and anticipated financial performance of HSBC Holdings plc, HSBC Bank Canada or any 
of their affiliates.  These statements are subject to a number of risks and uncertainties that may 
cause actual results to differ materially from those contemplated by the forward-looking statements.  
Some of the factors that could cause such differences include legislative or regulatory 
developments, technological change, global capital market activity, changes in government 
monetary and economic policies, changes in prevailing interest rates, inflation levels and general 
economic conditions in geographic areas where HSBC operates.  Canada is an extremely 
competitive banking environment and pressures on our net interest margin may arise from actions 
taken by individual banks or other financial institutions acting alone.  Varying economic conditions 
may also affect equity and foreign exchange markets, which could also have an impact on our 
revenues.  The factors disclosed above may not be complete and there could be other uncertainties 
and potential risk factors not considered here which may impact our results and financial condition.
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HSBC Bank Canada – Highlights

• Well capitalized

− Tier 1 & Total Basel II Capital Ratios of 10.1% & 12.5% at Dec08

• Strong diversified earnings base

• Largest international bank in Canada
− Over 140 branches and 290 offices in Canada
− 1+ million customers and over 8,950 employees
− Full service proposition (branch, ABM, Internet and Telephone)

• Diversified funding base 

• Strong ratings

− S&P: AA/negative/A-1+ and DBRS: AA/negative/R-1(high)
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HSBC Bank Canada 
Key contributor to one of the largest, most well capitalized, liquid banks in the world

BrazilMexico8

MexicoCanada7

CanadaBrazil6

FranceChina5

Middle EastMiddle East4

ChinaFrance3

UKHong Kong2

Hong KongUK1

20072008Rank

Pre-tax profits as a % of Group profits
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HSBC Bank Canada – Full range of financial services

• Commercial Banking (CMB)
− Payments and cash management
− Mid Market and Commercial Real Estate
− Business banking
− Trade Finance
− Private equity

• Global Banking and Markets (GBM)
− Corporate and institutional banking
− Treasury and FX
− Debt  & Equity capital markets
− Global investment banking

• Personal Financial Services (PFS)
− Premier and Wealth Management
− Direct Banking
− Personal banking

• Consumer Finance (CF)
− Consumer lending
− Credit Cards
− Retail Services

2008 Net Income by Segment

2008 Net Income by Segment

CMB
49.6%

GBM
34.2%

CF
8.6%

PFS
7.6%
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Strategy – The Leading International FI in Canada

Guidance with Wisdom Delegation with 
ConfidenceOur Organization

Joining Up the CompanyOur Technology and Process

Building for Sustained GrowthOur Businesses

Our Global AdvantageOur Global Distribution

The Best Place to WorkOur Culture

The World’s Local BankOur Brand

The Best Place to BankOur Customers
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Strategy - Commercial Banking (CMB)

Become Canada’s Best Bank for Small Business

• Leverage HSBC’s global best practices

• Invest in expanded and distinct sales force focused on gathering deposits and generating fee 
income from internationally-minded and liability-rich small businesses

Improve position as Canada’s top international bank

• Leveraging HSBC’s Leading International Business (LIB) network and best practices

• Establish distinct specialist LIB teams in major markets

• Increasing inward and outward Global Links referrals and cross-border revenue

Optimize capital efficiency and returns, re-price loans and PCM products and generate incremental fees

Improve operational efficiencies through the implementation of OneHSBC and aggressive use of 
centralization and Global Resourcing Centers

Build a CMB Direct proposition to better serve and attract the Micro Segment

• Develop more profitable “direct-led” solutions and raise deposits
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Strategy - Global Banking and Markets (GBM)

Leverage HSBC’s international GBM presence with a disciplined focus on core sectors

• Financial Institutions, Resource and Energy, Financial Sponsors/Infrastructure

Capitalize on current market dislocation to grow in key areas focused on cross border 
financing, the commodity sector and large investors with a global outlook

Expand successful CMB led and growing GBM FX franchise

Continued focus of Private Equity and Mezzanine financing 

Continue to Improve operational platform
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Strategy - Personal Financial Services (PFS)

Continue implementation of Direct Bank with Branches channel strategy to raise 
deposits, acquire clients

Premier and integrated Wealth Management

Build a differentiated “Challenger Brand” character and client experience

Achieve operational efficiencies through aggressive implementation of One 
HSBC, process re-engineering, greater centralization and increased off-shoring to 
Global Resourcing Centers

Optimize and refurbish branch network, focusing new branches in fast growing 
target segment markets of Canada

Grow Insurance though direct channel distribution & increased branch & 
Securities focus
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Strategy - Consumer Finance (CF)

► Reduce Risk Profile
• Managing Credit Quality
• Reduce exposure to higher risk portfolios
• Collections in the branches
• Loss mitigation
• Credit line management

► Focus on 3 Core Businesses
• Branch Network
• Private Label Credit Card
• MasterCard

► Business Transformation
• Leverage relationship with HSBC branches to manage through this economic downturn
• Implementation of “right size” cost structure and branch network
• Improve productivity through investments in technology
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Performance - 2008 Business Highlights

Implemented Basle II frameworkOur Organization

One HSBC developmentOur Technology and Process

Launched BusinessVantageOur Businesses

Premier network extended to 41 countriesOur Global Distribution

One of Canada’s Top 100 EmployersOur Culture

Airport branding in Toronto & VancouverOur Brand

Realigned branch networkOur Customers
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Performance - 2008 Financial 
(C$, Canadian GAAP)

• Total revenue: $2,481 million (2007:  $2,499 million)

• Income before taxes: $872 million (2007:  $989 million)

• Cost efficiency ratio: 49.6% (2007:  50.9%)

• Total assets: $72,049 million (2007:  $68,130 million)

• Total assets under administration: $30,508 million (2007:  $37,127 
million)

• Net loans (1): $48,855 million (2007:  $49,322 million)

• Personal deposit growth: $21,064 million (2007:  $18,292 million)

(1) Gross loans less allowance for credit losses
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$598 $690 $781 $837
$539

2004 2005 2006 2007 2008

$823 $931 $989
$668

$872

2004 2005 2006 2007 2008

Performance - Solid Steady Growth Trend

Profit before tax

+23.2% +13.1% +6.2% -11.8%

CAGR:6.9%

Non-Interest Revenue

+10.9% +15.4% +13.2% +7.2%

CAGR:11.6% • 4-year Compound Annual 
Growth Rate of 11.6%

• Steady increase has 
resulted from continued 
investment in our business

• 4-year Compound Annual 
Growth Rate of 6.9%

• Strong organic growth
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Performance - Strong return on Equity and Assets

Annual Profitability Trend - Percentage
• Net Interest Margin 

(“NIM”) higher than 
peers

• Strong, steady ROE 
and ROA performance

• Peer group represented by RBC, BMO, CIBC, TD, Scotiabank and National

18.9%
21.1% 20.8% 19.6%

16.6%

1.6% 1.6% 1.6% 1.5% 1.2%

3.2% 3.0% 3.0% 2.9% 2.6%

1.7% 1.9%1.8%2.1% 2.0%

2004 2005 2006 2007 2008

ROE ROA before taxes
NIM (HSBC) NIM (peer group average)
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Performance - Low Cost Producer

Cost Efficiency
• Demonstrated ability to 

control costs while 
continuing to invest in 
our business

52.5%
50.7% 50.5% 50.9%

49.6%

68.5%

64.8% 65.5% 66.1%

70.6%

2004 2005 2006 2007 2008

HSBC Peer group 

• Peer group represented by RBC, BMO, CIBC, TD, Scotiabank and National
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8.6% 9.0% 9.0% 8.8%
10.1%

2.4% 2.2% 2.1% 2.5%

2.4%

11.0% 11.2% 11.1% 11.3%

12.5%

0.0%

2.5%

5.0%

7.5%

10.0%

12.5%

15.0%

2004 2005 2006 2007 2008

Tier 1 Tier 2 Total

Performance - Strong Capital Position (1) (2)

14.1%10.0%NATIONAL

14.8%9.8%CIBC

12.9%10.2%BMO

13.7%10.1%TD

12.5%10.6%RBC

12.5%10.1%HSBC

* HSBC is at Dec 31/08, 
Peer Group is at Jan 31/09

11.4%9.5%SCOTIA

TotalTier 1

COMPARED TO PEERS *

(1) Effective Jan 1, 2008, the Bank adopted and implemented the new regulatory capital framework, Basel II.
(2) 2007 and prior ratios calculated under Basel I have not been restated to reflect the acquisition of HSBC Financial.

Annual Capital Ratios • Capital ratios have 
consistently been 
maintained

• Acquisition capital held at 
Group level
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Performance - Provision for Credit Losses (excl Consumer Finance)

• Low Loss Provision, 
measured as a percentage 
of Total Net Loans and 
BAs

5-Year Average Loss Provision as a % of Total Net Loans & BAs
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0.41%

0.20%
0.18%

0.32%

0.24%

0.16%
0.17%

HSBC
Canada
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Performance - Lines of Business

Personal Financial Services (PFS)
• Income before taxes of $70 million (2007 - $111 million).
• Deposit growth was strong
• NIM decreased due to the challenging interest rate and competitive 

environment

Commercial Banking (CMB)
• Income before taxes of $428 million (2007 - $511 million)
• High funding costs arising from dislocated financial markets and

widening credit spreads adversely impacting net interest margins, but 
was partially offset by continued growth in business volumes despite 
weaker market conditions
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Performance - Lines of Business

Global Banking and Markets (GBM)
• Income before taxes of $289 million (2007 - $244 million)
• Net interest income decreased as falling interest rates and widening 

credit spreads resulted in higher funding and liquidity costs, which 
compressed interest margins

• Non-interest revenue increased

Consumer Finance (CF)
• Income before taxes of $85 million (2007 - $123 million)
• The provision for credit losses increased due to higher charge-offs 

resulting from portfolio seasoning, a slower economy, lower real
estate values, and higher delinquency levels at year-end
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Performance - Peer Group Analysis

(1) Peer Group consists of the top 6 Canadian banks and average based on 12 months ended October 31, 2008.
(2) Adjusted for 2008 loss on sale of auto portfolio ($289 million) and 2007 gain on sale of Montreal Exchange shares ($25 million)
(3)      HSBC Canada’s 2008 & 2007 ROE is calculated as adjusted net income after tax (using average peer tax rate) over adjusted common 

equity (RWA YTD x average peer Tier 1 capital % x estimated common portion of Tier 1 capital). Adjusted net income is reported net 
income less earnings on additional capital.

Group200720082008

Average(1)RankRankC$000’s / %

17.0%4221.3%ROE (3)

0.8%111.1%ROA (before taxes)

$6611$129Net Income/Employee (before taxes)

66.1%1151.8%Cost/Income Ratio

$16623$171Cost/Employee

$25021$330Revenue/Employee

1.90%131.99%Net Interest Margin
0.5%240.8%Revenue Growth (2)

2008 PeerHSBC Bank Canada

• Consistent strong performance relative to the peer group
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Performance - Credit Ratings

Negative (3)Negative (2)Outlook / Trends

A (high)P-1 (Low) (1)HSBC HaTS TM

Pfd-1P-1 (Low) (1)Preferred shares

AA (low)AA-Subordinated debt

AAAADeposits and senior debt

R-1 (high)A-1+Short-term instruments

DBRSS&P

(1) Based on S&P’s Canadian national preferred share scale. Ratings are A on S&P global preferred share scale.

(2) On December 19, 2008, S&P revised its outlook for the bank from stable to negative in conjunction with a similar revision in the outlook of 
HSBC Holdings and other HSBC subsidiaries.

(3) On March 3, 2009, DBRS revised its rating trends for the bank from stable to negative in conjunction with a revision to the trend of HSBC 
Holding’ long-term debt ratings.
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HSBC Holdings plc - Overview
Resilience in extraordinary times

Note:
(1) Goodwill impairment related to North America Personal Financial Services

Return on total 
shareholders’
equity

Cost efficiency ratio

Tier 1 capital
(Basel II)

Total shareholder 
return

Target range
Reported Excl. goodwill1

15 – 19%
through the cycle

48 – 52%

7.5 – 9.0%

Above peer group 
average

4.7%

60.1%

8.3%

Ranked 4th

13.3%

47.2%

2008
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HSBC Holdings plc - Financial overview
Summary of results

+111,6611,503Associates and joint ventures

-1819,87124,212Profit before tax (excluding goodwill impairment)

n/a(10,564)-Goodwill impairment (North America PFS)

-629,307 24,212 Profit before tax

+3 81,682 78,993 
Net operating income before loan impairment 
charges

+45(24,937)(17,242)
Loan impairment charges and other credit risk 
provisions

-856,745 61,751 Net operating income

-1(38,535)(39,042)
Total operating expenses 
(excluding goodwill impairment)

US$m % change20082007

+111,6611,503Associates and joint ventures

-1819,87124,212Profit before tax (excluding goodwill impairment)

n/a(10,564)-Goodwill impairment (North America PFS)

-629,307 24,212 Profit before tax

+3 81,682 78,993 
Net operating income before loan impairment 
charges

+45(24,937)(17,242)
Loan impairment charges and other credit risk 
provisions

-856,745 61,751 Net operating income

-1(38,535)(39,042)
Total operating expenses 
(excluding goodwill impairment)

US$m % change20082007
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HSBC Holdings plc - Funding and liquidity
Improving the advances to deposits ratio

(1)  Adjusted for constant currency and acquisitions & disposals

1,115

933

US$bn 20071 2008 % change1

958

857Customer loans and 
advances

Customer accounts

Advances to deposits
ratio

+9

+16

89.5% 83.6%
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933

495

427
300

228

144

2,527

Total assets Interbank and
cash

Loans and
advances to
customers

Derivatives Trading assets Financial
investments

Other assets

HSBC Holdings plc - Managing balance sheet risk
Overview of Group consolidated assets

2008, US$bn

Derivatives
163% increase in fair value
8% increase in notional value
US$112bn net exposure after offset
2% of total valued on Level 3 basis

Trading assets US$bn
Reverse repos, settlement
accounts, stock borrowing and other 
loans and advances 173
Governments and Government 
agencies 143
Corporate and other bonds 82 
Equities 22
ABS 7
Total 427
of which 2% valued on Level 3 basis

Financial investments US$bn
Government bills / securities 94
Debt securities issued by banks and 
other financial institutions
- Government guaranteed 39
- Other 102
AFS asset-backed securities1 56
Other investments 9
Total 300

(1) Includes securities supported by an explicit guarantee issued by the US Government
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HSBC Holdings plc - Reasons for the Rights Issue 
Strengthen competitive positioning

• Concentrating on core emerging markets 
and faster-growing businesses  
− Restructuring of loss-making operations

− Disposal of non-core businesses, eg French 
regional banks

• Confident we are well-placed in today’s 
environment 
− Combination of world’s leading emerging 

markets bank and extensive international 
network 

− Position improving as competitors’ capacity 
and capabilities are reduced

• Adds to strong planned internal capital 
generation

• Capital raising enhances ability to deal 
with uncertain economic environment and 
unforeseen events

• Strength gives options regarding 
opportunities
− Organic investment in taking of market 

share

− Possible targeted acquisitions aligned with 
strategy and where risks are understood

Progress on strategy Reasons for Rights Issue

27



HSBC Holdings plc - Conclusion and outlook
Group strengthened and well-placed in today’s environment

Confidence in HSBCPerformance and outlook

• Resilient performance in 2008
− Profitable from a broad-based earnings 

platform

− Financial strength underpinned by 
conservative culture

• Continued economic strain
− Difficult 2009 with unemployment rising and 

continuing declines in house prices in US 
and UK

− Parts of Asia, Middle East and Latin 
America continue to outperform Western 
economies

• Maintaining HSBC’s signature financial 
strength 
− Strong internal capital generation

− Rights Issue 

− Dividend rebasing 

• Long-term confidence in the Group’s 
business   
− HSBC strategy intact and sound

− Take advantage of organic and possible 
inorganic opportunities
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Disclaimer

This presentation has been prepared by, is the sole responsibility of and is being communicated by HSBC Holdings plc (the “Company“).

This presentation does not constitute or form part of any offer or invitation or inducement to sell or issue, or any solicitation of any offer, or an 
invitation to induce an offer by any person, to purchase, subscribe for or acquire, any shares in the Company or any other securities, nor shall 
any part of it nor the fact of its distribution form part of or be relied on in connection with any contract or investment decision relating thereto, 
nor does it constitute a recommendation regarding the securities of the Company. The information contained herein is for discussion purposes 
only and does not purport to contain all the information that may be required to evaluate the Company or its financial position.

This presentation is an advertisement and not a prospectus and investors should not acquire shares or interests in shares pursuant to the 
proposed 5 for 12 rights issue to ordinary shareholders of the Company (the “Rights Issue”) except on the basis of information in any 
prospectus (or supplement thereto) published by the Company in connection with the Rights Issue (the “Prospectus”) and on the basis of the 
provisional allotment letter issued in connection therewith. The Prospectus will include a description of risk factors relevant to the Company.

No reliance may be placed for any purposes whatsoever on the information contained in this presentation or on its completeness. No 
representation or warranty, express or implied, is given by or on behalf of the Company or any of its subsidiaries or subsidiary undertakings 
(together, the “Group”) or any member of the Group’s directors, officers or employees or any other person as to the accuracy or completeness 
of the information or opinions contained in this presentation.

This presentation shall not constitute an offer to sell or the solicitation of an offer to buy any securities, nor shall there be any sale of securities 
referred to in this presentation, in any jurisdiction, including the United States, in which such offer, solicitation or sale would be unlawful prior to 
registration or qualification under the securities laws of such jurisdiction. Securities may not be offered or sold in the United States absent 
registration under the Securities Act of 1933, as amended, or an exemption from registration.

The presentation may contain both historical and forward-looking statements with respect to the financial condition, results of operations and 
business of the Group.  All statements other than statements of historical fact are, or may be deemed to be, forward-looking statements. 
Forward-looking statements may be identified by the use of terms such as believes, expects, estimates, may, intends, plan, will, should,
envisages or anticipates or the negative thereof or similar expressions, or by discussions of strategy. These forward-looking statements 
represent the Group’s expectations or beliefs concerning future events and involve known and unknown risks, uncertainties and assumptions 
that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. You are 
cautioned that a number of factors could cause actual results to differ, in some instances materially, from those anticipated or implied in any 
forward-looking statement. Past performance cannot be relied on as a guide to future performance. Additional detailed information concerning 
important factors that could cause actual results to differ materially is available in our Annual Report.


