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I EMEA Bank Capital Supply
Heightened Level of Activity

Tier 1 vs. Tier 2 Issuance Volumes
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Main Trends
High Yield, Equity and Hybrid market
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Is AT1 Cheap for Issuers or Investors at the Moment ?

Bank AT1: Issuance Spread Development New Style versus Old Style AT1 Instruments
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I Comparison

Size /
Coupon

Issue Date

Maturity
Format

First Call

Trigger
Metric*

Trigger
Threshold

Loss
Absorption
Mechanism

Instrument
Ratings (M/
S/F)

Key
Takeaways

Capital
Buffer at
issue***

Source: Transaction documentation, Bloomberg, IFR; according to Issuer presentations as understood
«Transitional CET1 means Basel 3 CET 1 phased-in capital definition in the European Union. Fully-loaded CET1 means that all measures used shall be calculated on a fully loaded basis.

% UniCredit

USD1.25bn
(Reg S)
8.00%

27 March 2014
Perp-nc-10

2024

Transitional CET1

5.125%

Temporary Write-

30%

25%

20%

15%

10%

5%

0%

down

-/-/BB-

First Italian
First RegS USD
PerpNC10

21,50%

5,28%
5,125% 5,125%

Group Bank

2.
KBC

EUR 1.4bn
5.625%

19 March 2014
Perp-nc-5
2019
Transitional CET1
5.125%

Temporary Write-
down

Baa1 /BB /BB

First Belgian
Issuer AT1
“bucket” filled
in one go

8,60%

5,125%

Group

Bank

EUR 750m
5.625%

19 March 2014

Perp-nc-5

2019

Transitional CET1

7.000%

Temporary Write-

down

-/ BB+ /BB+

First Ever High
Trigger W/D
First
Scandinavian

11,90%
7,70%

7,000% 7,000%

Bank  Group

EUR 1.5bn
6.250%

12 March 2014
Perp-nc-5

2019

Transitional CET1

5.125%

Share Conversion

Ba2/-/-

Lowest coupon
at the time of
pricing

7,14%
5,33%

5,125% 5,125%

Bank  Group

-** Acknowledgement of UK bail in powers in terms and conditions required by PRA for foreign law governed notes
~** Buffer is as disclosed at time of most recent available AT1 roadshow presentation

5

< CREDIT
AGRICOLE
USD 1.75bn
7.875% (144A)
EUR 1bn
6.50%

15 Jan 2014
01 Apr 2014

Perp-nc-10
Perp-nc-7

2024
2021

Transitional CET1

5.125% (Bank)
7.000% (Group)

Temporary Write-
down

-/ BB+/BB+

First to
differentiate
trigger level at

Group vs Bank

4,00%

2,88% 7,000%
5,125%

Bank  Group

of Additional Tier 1 Precedents

% BARCLAYS

USD 2bn 8.25%
(SEC Reg)
EUR 1bn 8.00%

13 Nov 2013
3 Dec 2013

Perp-nc-5
Perp-nc-7

2018
2020

Fully-loaded CET1

7.000%

Share Conversion

-/ B+/BB+

First SEC
Registered AT1

2,60%
7,000%

Group

SOCIETE
GENERALE

USD 1.25bn
8.25%

USD 1.75bn
7.875%

29 Aug 2013
11 Dec 2013

Perp-nc-5
Perp-nc-10

2018
2023

Transitional CET1

5.125%

Temporary Write-
down

Ba3 / BB+ /BB

First French
AT1

First Low
Trigger w/d

5,18%
5,125%

Group

BBVA

USD 1.5bn
9.00% (Reg S)
EUR 1.5bn
7.00%

30 April 2013
11 Feb 2014

Perp-nc-5
Perp-nc-5

2018
2019

Transitional CET1

5.125%

Share Conversion

Ba2/-/-

First EU AT1
Benchmark

7,48%
5,68%

5,125% 5,125%

Bank  Group



Equity Issuance — Strong Volumes and Performance

EMEA equity markets are back towards highs

FIG equity issuance is gaining traction

Rebased to Fed announced
EuroStoxx Debt ceiling QE tapering, but wil
420 BoJ . U.S. nonfarm suspension and keep interest rate near ) EURbn
a° rz’s“s’:: payroll softer potential zero for longer Emerging Market sell- 250
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Source: Bloomberg

With capital increases representing the bulk of FIG

Source: Dealogic

And strong investor response to recent peripheral European financial

deals deals — bellwether of the wider market health
Value
EURbn Date Name Country Deal type (EURm) Demand
80 Ongoing ) @» E FMO c.2,500 < Strong investor response during pre-marketing
70 A oty q A * Resolved the issue regarding foundation participation
Ongoing O]y I I Rightsissue  ¢5000 , \yjder International investor base to support the capital call
60 H-=] * Several times covered books; covered within 3 hours
29-Apr-14 %m = FMO 2864 Strong participation from both foreign and domestic investors
50
24-Apr-14 Y BoEune I I Rights issue 1,498 < High take-up of 99.14% for the €1.5bn issue
40 I = | |
o e— — * Far greater deal size than that required by the central bank
30 26-Mar-14 = = ABB 1,780 -, Heavily subscribed attracting demand worth c.€3bn
H= * Books covered within couple of hours of opening
20 - 25-Mar-14 = ABB L2000 Multiple times covered attracting more than 150 accounts
E—— _ Mar. * Strong foreign investor participation
10 - - 19-Mar-14 I I ABB 35, Blackrock and BTG major contributors
*  Wilbur Ross tripled his invested money with the 6.4% stake sale
0 —_—_ ; 04-Mar-14 I ﬂ ABB 681 « Stock appreciation and current premium valuation invited strong demand including
North American anchor investors
2010 2011 2012 2013
B Equity Linked = ABB ®IPO ®Fully Marketed " Rights Issue ™Cash Placing = Other 2s-Feb-14 BEWEE & ABB 1,304 ° [:5% stake sale generated net gain of €301m for the state

Source: Dealogic

* Multiple subscription with total demand of c.€2.5bn




Equity vs Hybrid Capital Instruments

What are the main actors thinking about?

Equity Hybrid Capital

» Generation of return hurdle » Timing and cost
rates

* Role and magnitude of AT1
and Tier 2 within capital
structure

+ Dividend pay-outs

Regulations

Regulators

Equity Hybrid Capital

* Higher Minimums and Base + Recovery and Resolution —
Buffers — Largely done minimum stock of bail-in
eligible instruments while

avoiding contagion
» Domestic SiFi, Pillar Il and * New Applications for Hybrid

Countercyclical Buffers — Still Capital — E.g. stress test
work in progress in many eligibility based on trigger
Countries attachment points

* Approval of capital and * Monitoring of new features
dividend plans and Q&A

* Leverage Ratio
» Asset Quality and Stress Tests

Investors

Equity Hybrid Capital
* Price gain and dividend * Yield/spread return, and
return potential price gain during non-
call period

* Earnings and fundamental + Instrument features and
outlook interaction with issuer and
regulator approach (e.g.
distance to MDA)

Regulations

= Views on Layers of Bank
Capital Still Evolving !!
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I Examples of New Regulatory Applications of AT1

UK Pillar 2A

European Stress Tests

Ability to fill part of the Pillar 2 requirements with
AT1 and T2

Same proportion applied as to minimum capital
requirements (56% CET1/19% AT1/25% T2)

BUT Pillar 2B must be all equity

Leverage Ratios

AT1 likely eligible in many countries without
specific limitations

BUT some regulators require higher triggers or
CET1 only

«  Ability to fill Part of the stress test requirement with
AT1

«  BUT very specific triggers required (6.5/6.0/7.0%
CET1) and maximum recognition 1.0% of RWA

= Equity and AT1 likely

continue to co-exist but

applications of AT1 more
specific



I Conclusions and Discussion
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Disclaimer

By accepting this document, the recipient agrees to be bound by the following obligations and limitations.
This document has been prepared by HSBC Bank plc, including, where relevant, its group undertakings and affiliates (‘HSBC”).

This document is for the exclusive use of the person to whom it is provided by HSBC. The recipient agrees to keep confidential at all times this document and information contained in it or made available by HSBC in connection with it.
It should be read in its entirety and shall not be photocopied, reproduced, distributed or disclosed in whole or in part to any other person without the prior written consent of HSBC, nor should any other person act on it. This document is
proprietary to HSBC and the recipient agrees on request to return or, if requested, to destroy this document and all other materials received from HSBC relating to the information contained herein.

The information in this document is derived from sources that have not been independently verified by HSBC. Except in the case of fraudulent misrepresentation, no responsibility or liability is accepted by HSBC or by any of its officers,
employees, affiliates or agents in relation to the accuracy, completeness or sufficiency of any information contained herein or any other written or oral information made available by HSBC in connection therewith or any data which any
such information generates, or for any loss whatsoever arising from or in connection with the use of, or reliance on, this document and any such liability is expressly disclaimed. HSBC gives no undertaking and is under no obligation to
provide the recipient with access to any additional information or to update this document or to correct any inaccuracies in it which may become apparent, and it reserves the right, without giving reasons, at any time and in any respect
to amend or terminate the proposal(s) described herein. HSBC is not responsible for providing the recipient with legal, tax or other specialist advice and the recipient should make its own arrangements accordingly. The recipient is
solely responsible for making its own independent appraisal of and investigation into the products, investments and transactions referred to in this document and should not rely on the information in this document as constituting
investment advice.

The issue of this document shall not be regarded as creating any form of advisory or other relationship, and HSBC may only be regarded as acting on behalf of the recipient as financial adviser or otherwise following the execution of an
engagement letter on mutually satisfactory terms.

This document is for information purposes only and does not constitute or form any part of (i) any invitation or inducement to engage in investment activity, or (ii) any offer, solicitation or invitation by HSBC or any of its officers,
employees or agents for the sale or purchase of any securities or other investments described herein.

This document is directed only at, and made only to Professional Clients or Eligible Counterparties within the meaning of the Markets in Financial Instruments Directive 2004/39/EC (“MiFID”) (together, the “Relevant Clients") and is not
intended for distribution to, or use by Retail Clients. Any person who is not a Relevant Client should not act or rely on this document or any of its contents. This document also is not intended for distribution to, or use by, any person or
entity in any jurisdiction or country where such distribution would be contrary to law or regulation.

The foregoing does not exclude or restrict any obligation that HSBC may have under the rules of the FCA, or any liability that it may incur under the FCA Rules or the Financial Services and Markets Act 2000 (or any amendment
thereof) for breach of any such obligation.

Unless the securities described in this document (i) are to be admitted to trading on a market that is a regulated market for the purposes of Directive 2004/39/EC, or (ii) are to be offered to the public in a Member State (other than
pursuant to one or more of the exemptions set out in Article 3.2 of Directive 2003/71/EC (as amended) (the "Prospectus Directive")), HSBC Bank plc is not required to publish a prospectus in accordance with the Prospectus Directive
and the Issuer may elect not to publish a prospectus which complies with the Prospectus Directive and Prospectus Directive Regulation (EC/809/2004) (as amended). In the event that HSBC Bank plc has either elected to prepare a

prospectus in accordance with the Prospectus Directive or is required to publish a prospectus in accordance with the Prospectus Directive, a copy of the prospectus can be found at www.hsbc.com (please follow links to ‘Investor

relations’, ‘Fixed income securities’ and ‘Issuance programmes’).

HSBC Bank plc
is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority
Registered in England No. 14259
Registered Office: 8 Canada Square, London, E14 5HQ, United Kingdom
Member HSBC Group
DISCIPISSUER20110921
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