
HSBC HOLDINGS PLC
Form 424B2
March 27, 2012
Table of Contents

The information in this preliminary prospectus is incomplete and may be changed. This preliminary prospectus supplement and the
accompanying prospectus is not an offer to sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction
where the offer or sale is not permitted.

SUBJECT TO COMPLETION DATED MARCH 27, 2012

Filed Pursuant to Rule 424(b)(2)

Registration No.333-180288

PRELIMINARY PROSPECTUS SUPPLEMENT

(To prospectus dated March 22, 2012)

$

HSBC HOLDINGS PLC

$            % Senior Unsecured Notes due             , 2022

We are offering $             principal amount of             % Senior Unsecured Notes due 2022, or the Notes. The Notes will be issued pursuant to an
indenture dated as of August 26, 2009, as described herein. HSBC Holdings plc will pay interest in arrears on the Notes on             and             of
each year, at a rate of             % per annum, beginning on             . The Notes will mature on                     , 2022.

We may redeem the Notes, in whole but not in part, at any time up to 100% of their principal amount plus accrued interest upon the occurrence
of certain tax events described in this prospectus supplement and the accompanying prospectus.

Application will be made to list the Notes on the New York Stock Exchange. Trading on the New York Stock Exchange is expected to begin
within 30 days of the initial delivery of the Notes.

Investing in the Notes involves certain risks. See �Risk Factors� beginning on Page S-9.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus supplement or the related prospectus. Any representation to the contrary is a
criminal offense.

Per Note Total
Public Offering Price(1) % $
Underwriting Discount % $
Proceeds to us (before expenses) % $

(1) Plus accrued interest payment, if any, from ,
We may use this prospectus supplement and the accompanying prospectus in the initial sale of the Notes. In addition, HSBC Securities
(USA) Inc. or another of our affiliates may use this prospectus supplement and the accompanying prospectus in a market-making transaction in
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the Notes after their initial sale. In connection with any use of this prospectus supplement and the accompanying prospectus by HSBC Securities
(USA) Inc. or another of our affiliates, unless HSBC or its agent informs the purchaser otherwise in the confirmation of sale, you may assume
this prospectus supplement and the accompanying prospectus is being used in a market making transaction.

The underwriters expect to deliver the Notes to purchasers in book-entry form only through the facilities of The Depository Trust Company for
the accounts of its participants, including Clearstream Banking, société anonyme and Euroclear Bank S.A./N.V. on or about                     , 2012.

HSBC

The date of this prospectus supplement is March                     , 2012
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We are responsible for the information contained and incorporated by reference in this prospectus supplement, the accompanying
prospectus and in any related free-writing prospectus we prepare or authorize. We have not authorized anyone to give you any other
information, and we take no responsibility for any other information that others may give you. We are not, and the underwriters are
not, making an offer to sell these securities in any jurisdiction where the offer or sale is not permitted. You should not assume that the
information appearing in this prospectus supplement, the accompanying prospectus and in any related free-writing prospectus we
prepare or authorize, as well as information we have previously filed with the Securities and Exchange Commission and incorporated
by reference, is accurate as of any date other than their respective dates. Our business, financial condition, results of operations and
prospects may have changed since those dates.

The distribution of this prospectus supplement and the accompanying prospectus and the offering of the Notes in certain jurisdictions may be
restricted by law. This prospectus supplement and the accompanying prospectus do not constitute an offer, or an invitation on our behalf or on
behalf of the underwriters or any of them, to subscribe to or purchase any of the Notes, and may not be used for or in connection with an offer or
solicitation by anyone, in any jurisdiction in which such an offer or solicitation is not authorized or to any person to whom it is unlawful to make
such an offer or solicitation.

FOR NEW HAMPSHIRE RESIDENTS ONLY: NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN
APPLICATION FOR A LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED
STATUTES WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED
OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF
STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT
MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A
SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE
MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY, OR
TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER,
CUSTOMER, OR CLIENT ANY REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

There are certain restrictions on the distribution of this prospectus supplement and the accompanying prospectus, as set out in �Plan of
Distribution (Conflicts of Interest)�.

In connection with the issue of the Notes, HSBC Securities (USA) Inc. or any person acting for it may over-allot or effect transactions
with a view to supporting the market price of the Notes at a level higher than that which might otherwise prevail for a limited period
after the issue date. However, there may be no obligation on HSBC Securities (USA) Inc. or any agent of it to do this. Such stabilizing, if
commenced, may be discontinued at any time and must be brought to an end after a limited period.

This communication is only being distributed to and is only directed at (i) persons who are outside the United Kingdom or (ii) investment
professionals falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the �Order�) or
(iii) high net worth entities, and other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all
such persons together being referred to as �relevant persons�). The Notes are only available to, and any invitation, offer or agreement to subscribe,
purchase or otherwise acquire such Notes will be engaged in only with, relevant persons. Any person who is not a relevant person should not act
or rely on this document or any of its contents.

This prospectus supplement and the accompanying prospectus have been prepared on the basis that, except to the extent sub-paragraph
(ii) below may apply, any offer of Notes in any Member State of the European Economic Area which has implemented the Prospectus Directive
(each, a �Relevant Member State�) will be
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made pursuant to an exemption under the Prospectus Directive, as implemented in that Relevant Member State, from the requirement to publish
a prospectus for offers of Notes. Accordingly any person making or intending to make an offer in that Relevant Member State of Notes which
are the subject of an offering contemplated in this prospectus supplement and the accompanying prospectus is deemed to agree that they will
only do so (i) in circumstances in which no obligation arises for us or any underwriter to publish a prospectus pursuant to Article 3 of the
Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus Directive, in each case, in relation to such offer, or
(ii) if a prospectus for such offer has been approved by the competent authority in that Relevant Member State or, where appropriate, approved
in another Relevant Member State and notified to the competent authority in that Relevant Member State and (in either case) published, all in
accordance with the Prospectus Directive, provided that any such prospectus has subsequently been completed by final terms which specify that
offers may be made other than pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member State and such offer is made in the
period beginning and ending on the dates specified for such purpose in such prospectus or final terms, as applicable, and we have consented in
writing to its use for the purpose of such offer. Except to the extent sub-paragraph (ii) above may apply, neither we nor any underwriter have
authorized, nor do they authorize, the making of any offer of Notes in circumstances in which an obligation arises for us or any underwriter to
publish or supplement a prospectus for such offer.

For the purposes of this provision, the expression �Prospectus Directive� means Directive 2003/71/EC (and amendments thereto, including the
2010 PD Amending Directive, to the extent implemented in the Relevant Member State), and includes any relevant implementing measure in the
Relevant Member State and the expression �2010 PD Amending Directive� means Directive 2010/73/EU.

S-3
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CERTAIN DEFINITIONS AND PRESENTATION OF FINANCIAL AND OTHER DATA

Definitions

As used in this prospectus supplement and the accompanying prospectus, the terms �HSBC,� �we,� �us� and �our� refer to HSBC Holdings plc. �HSBC
Group� and �Group� mean HSBC together with its subsidiary undertakings.

Presentation of Financial Information

Our consolidated Group financial statements and the separate financial statements of HSBC have been prepared in accordance with International
Financial Reporting Standards (�IFRSs�), as endorsed by the European Union (�EU�). EU-endorsed IFRSs may differ from IFRSs as issued by the
International Accounting Standards Board (�IASB�), if, at any point in time, new or amended IFRSs have not been endorsed by the EU. At
December 31, 2011, there were no unendorsed standards effective for the year ended December 31, 2011 affecting our consolidated and separate
financial statements, included in our Annual Report on Form 20-F for the year ended December 31, 2011, and there was no difference between
IFRSs endorsed by the EU and IFRSs issued by the IASB in terms of their application to HSBC. Accordingly, HSBC�s financial statements for
the year ended December 31, 2011 are prepared in accordance with IFRSs as issued by the IASB.

Unless otherwise stated, the information presented in this document has been prepared in accordance with IFRSs. See �Where You Can Obtain
More Information About Us.� HSBC uses the US dollar as its presentation currency because the US dollar and currencies linked to it form the
major currency bloc in which HSBC transacts its business.

Currency

In this prospectus supplement, all references to (i) �US dollars,� �US$,� �dollars� or �$� are to the lawful currency of the United States of America,
(ii) �euro� or ��� are to the lawful currency of the member states of the European Union that have adopted or adopt the single currency in accordance
with the Treaty establishing the European Community, as amended, (iii) �sterling� �pounds sterling� or �£� are to the lawful currency of the United
Kingdom, (iv) �AUD� are to the lawful currency of Australia, (v) �BRL� is to the lawful currency of the Federative Republic of Brazil, and
(vi) �CAD� is to the lawful currency of Canada.

LIMITATIONS ON ENFORCEMENT OF US LAWS AGAINST

US, OUR MANAGEMENT AND OTHERS

We are an English public limited company. Most of our directors and executive officers (and certain experts named in this prospectus
supplement and the accompanying prospectus or in documents incorporated herein by reference) are resident outside the United States, and a
substantial portion of our assets and the assets of such persons are located outside the United States. As a result, it may not be possible for you to
effect service of process within the United States upon these persons or to enforce against them or us in US courts judgments obtained in US
courts predicated upon the civil liability provisions of the federal securities laws of the United States. We have been advised by our English
solicitors, Cleary Gottlieb Steen & Hamilton LLP, that there is doubt as to enforceability in the English courts, in original actions or in actions
for enforcement of judgments of US courts, of liabilities predicated solely upon the federal securities laws of the United States. In addition,
awards of punitive damages in actions brought in the United States or elsewhere may not be enforceable in the United Kingdom. The
enforceability of any judgment in the United Kingdom will depend on the particular facts of the case in effect at the time.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement and the accompanying prospectus and the documents incorporated by reference herein contain both historical and
forward-looking statements. 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, estimate, may, intends, plan, will, should or
anticipates or the negative thereof or similar expressions, or by discussions of strategy. We have based the forward-looking statements on current
expectations and projections about future events. These forward-looking statements are subject to risks, uncertainties and assumptions about us.
We undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise. In light of these risks, uncertainties and assumptions, the forward-looking events discussed herein might not occur. You are cautioned
not to place undue reliance on any forward-looking statements, which speak only as of their dates. Additional information, including information
on factors which may affect HSBC�s business, is contained in HSBC�s Annual Report on Form 20-F for the year ended December 31, 2011 filed
with the SEC.

WHERE YOU CAN OBTAIN MORE INFORMATION ABOUT US

We have filed with the SEC a registration statement (the �Registration Statement�) on Form F-3 (No. 333-180288) under the Securities Act of
1933, as amended (the �Securities Act�), with respect to the Notes offered by this prospectus supplement. As permitted by the rules and
regulations of the SEC, this prospectus supplement and the accompanying prospectus omit certain information, exhibits and undertakings
contained in the Registration Statement. For further information with respect to us or the Notes, please refer to the Registration Statement,
including its exhibits and the financial statements, notes and schedules filed as a part thereof. Statements contained in this prospectus supplement
and the accompanying prospectus as to the contents of any contract or other document are not necessarily complete, and in each instance
reference is made to the copy of such contract or document filed as an exhibit to the Registration Statement, each such statement being qualified
in all respects by such reference. In addition, we file with the SEC annual reports and special reports, proxy statements and other information.
You may read and copy any document we file at the SEC�s public reference room at 100 F Street, N.E., Washington, DC 20549. Please call the
SEC at (800) SEC-0330 for further information on the public reference room. Documents filed with the SEC are also available to the public on
the SEC�s internet site at http://www.sec.gov.

We are �incorporating by reference� in this prospectus supplement and the accompanying prospectus the information in the documents that we file
with the SEC, which means we can disclose important information to you by referring you to those documents. The information incorporated by
reference is considered to be a part of this prospectus supplement and the accompanying prospectus. We incorporate by reference in this
prospectus supplement and the accompanying prospectus our Annual Report on Form 20-F for the year ended December 31, 2011.

In addition, all documents filed by us with the SEC pursuant to Sections 13(a), 13(c) or 15(d) of the US Securities Exchange Act of 1934, as
amended (the �Exchange Act�), and, to the extent expressly stated therein, certain Reports on Form 6-K furnished by us after the date of this
prospectus supplement shall also be deemed to be incorporated by reference in this prospectus supplement and the accompanying prospectus
from the date of filing of such documents. Any statement contained herein or in a document incorporated or deemed to be incorporated by
reference herein shall be deemed to be modified or superseded for purposes of this prospectus supplement and the accompanying prospectus to
the extent that a statement contained herein or in any other subsequently filed document which also is or is deemed to be incorporated by
reference herein modifies or supersedes such statement. Any such statement so modified or superseded shall not be deemed, except as so
modified or superseded, to constitute a part of this prospectus supplement and the accompanying prospectus and to be a part hereof from the date
of filing of such document.
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You may request a copy of these documents at no cost to you by writing or telephoning us at either of the following addresses:

Group Company Secretary

HSBC Holdings plc

8 Canada Square

London E14 5HQ

United Kingdom

Tel: +44-20-7991-8888

HSBC Holdings plc

c/o HSBC North America Holdings Inc.

452 Fifth Avenue

New York, NY, 10018

Attn: Company Secretary

Tel: +1-212-525-5000
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DESCRIPTION OF THE NOTES

This section outlines the specific financial and legal terms of the Notes that are more generally described under �Description of Debt
Securities� beginning on page 11 of the prospectus that accompanies this prospectus supplement. If anything described in this section is
inconsistent with the terms described under �Description of Debt Securities� in the accompanying prospectus, the terms described below shall
prevail.

Issuer

HSBC Holdings plc
Securities Offered

            % Senior Unsecured Notes due            , 2022 in an aggregate principal amount of
$            , which we refer to as the Notes.

Interest

Interest on the Notes will be payable semi-annually at a rate of             % per annum.
Minimum Denominations

The Notes will be issued only in registered form in minimum denominations of $2,000
and in integral multiples of $1,000 in excess thereof.

Interest Payment Date

Interest on the Notes will be payable in arrears on             and             of each year,
commencing             , 2012.

Maturity Date

The             Notes will mature on            , 2022.
Tax Redemption

The Notes are not redeemable at the option of the holders at any time. We may redeem
the Notes, in whole (but not in part) at our option at any time upon the occurrence of
certain tax events. See �Risk Factors�Risks Relating to the Notes�We may redeem the Notes
at any time for certain tax reasons�. The redemption price will be equal to their principal
amount together with any accrued and unpaid interest payments to the redemption date.

Payment of Additional Amounts
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We will pay additional amounts in respect of the Notes described under �Description of
Debt Securities�Additional Amounts� on page 18 of the accompanying prospectus.

Ranking

The Notes will rank equally with all present and future indebtedness of HSBC that is not
subordinated to the Notes. The Notes will be effectively subordinated to any indebtedness
or other liabilities of our subsidiaries and to any indebtedness of HSBC Holdings plc that
is secured by property or assets to the extent of the value of the property or assets
securing such indebtedness.

Form of Notes

The Notes will be issued in the form of one or more global securities registered in the
name of the nominee for, and deposited with, The Depository Trust Company (�DTC�).

Trading through DTC, Clearstream, Luxembourg and Euroclear

Initial settlement for the Notes will be made in immediately available funds. Secondary
market trading between DTC participants will occur in the ordinary way in accordance
with DTC�s rules and will be settled in immediately available funds using DTC�s
Same-Day Funds Settlement System. Secondary market trading between Clearstream
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Banking, société anonyme, in Luxembourg (�Clearstream, Luxembourg�) customers and/or
Euroclear Bank S.A./N.V. (�Euroclear�) participants will occur in the ordinary way in
accordance with the applicable rules and operating procedures of Clearstream,
Luxembourg and Euroclear and will be settled using the procedures applicable to
conventional eurobonds in immediately available funds.

Listing . . . . . . . . . . . . . . . . . . . . . . . . . . .

Application will be made to list the Notes on the New York Stock Exchange in
accordance with its rules.

Sinking fund . . . . . . . . . . . . . . . . . . . . . .

There is no sinking fund for the Notes.
Trustee . . . . . . . . . . . . . . . . . . . . . . . . . .

We will issue the Notes under an indenture with The Bank of New York Mellon, as
trustee, dated August 26, 2009, which is referred to on page 11 of the accompanying
prospectus.

Further issuances . . . . . . . . . . . . . . . . .

We may, at our sole option, at any time and without the consent of the then existing note
holders issue additional Notes in one or more transactions subsequent to the date of this
prospectus supplement with terms (other than the issuance date, issue price and, possibly,
the first interest payment date and the date interest starts accruing) identical to the Notes
issued hereby. These additional Notes will be deemed part of the same series as the Notes
issued hereby and will provide the holders of these additional Notes the right to vote
together with holders of the Notes issued hereby, provided that such additional Notes will
be issued with no more than de minimis original issue discount or be part of a �qualified
reopening� for US federal income tax purposes.

Use of proceeds . . . . . . . . . . . . . . . . . . .

We will use the net proceeds from the sale of the Notes for general corporate purposes.
Conflicts of Interest . . . . . . . . . . . . . . . .

HSBC Securities (USA) Inc. is an affiliate of HSBC Holdings plc, and, as such, the
offering is being conducted in compliance with the FINRA Rule 5121, as administered by
the Financial Industry Regulatory Authority (�FINRA�).

Governing law and jurisdiction . . . . . .

The indenture is and the Notes will be governed by New York law. Any legal
proceedings arising out of or based upon the indenture or the Notes may be instituted in
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any state or federal court in New York City, New York.
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RISK FACTORS

An investment in the Notes involves significant risk. Accordingly, you should consider carefully all of the information set forth in, or
incorporated by reference into, this prospectus supplement and the accompanying prospectus before you decide to invest in the Notes.

Risks Relating to HSBC�s Business

You should read �Risk Factors� on pages 12-12i in the Annual Report on Form 20-F for the year ended December 31, 2011 and which is
incorporated by reference in this prospectus supplement, �Risk Factors� on page 5 of the accompanying prospectus, and/or similar sections in
subsequent filings incorporated by reference in this prospectus supplement, for information on risks relating to HSBC�s business.

Risks Relating to the Notes

We may redeem the Notes at any time for certain tax reasons.

We may redeem the Notes at any time in whole (but not in part) upon the occurrence of a tax event, as more particularly described under
�Description of Debt Securities�Redemption� on page 19 of the accompanying prospectus. Certain of such events may occur at any time after the
issue date of the Notes and it is therefore possible that we would be able to redeem the Notes at any time after such issue date.

If we redeem the Notes in the circumstances mentioned above, you may not be able to reinvest the redemption proceeds in securities offering a
comparable yield.

We may issue securities pari passu with the Notes and/or secured debt.

There is no restriction on the amount of securities that we may issue which rank pari passu with the Notes being offered hereby. The issue of
any such securities may reduce the amount recoverable by holders of the Notes in the event we are wound up.

Further, the terms of the indenture governing the Notes permit us (and our subsidiaries) to incur additional debt, including secured debt. The
Notes will be effectively subordinated to any indebtedness or other liabilities of our subsidiaries and to any indebtedness of HSBC Holdings plc
that is secured by property or assets to the extent of the value of the property or assets securing such indebtedness.

Our holding company structure may mean that our rights to participate in assets of any of our subsidiaries upon its liquidation may be
subject to prior claims of some of its creditors.

Because we are a holding company, our rights to participate in the assets of any subsidiary if it is liquidated will be subject to the prior claims of
its creditors, except to the extent that we may be a creditor with recognized claims ranking ahead of or pari passu with such prior claims against
the subsidiary.

Our credit ratings may not reflect all risks of an investment in the notes.

HSBC�s credit rating may not reflect the potential impact of all risks related to the market values of the Notes. However, real or anticipated
changes in our credit ratings may affect the market value of the Notes. HSBC�s credit rating has been placed under review for downgrade by
Moody�s. A credit rating is not a recommendation to buy, sell or hold securities and may be revised or withdrawn by the rating agency at any
time.

S-9
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The securities that we are offering constitute new issues of securities by us, and we cannot guarantee that an active public market for the
securities will develop or be sustained.

The Notes being offered hereby will constitute a new issue of securities by us. Prior to our present issuance of Notes, there will have been no
public market for the Notes. Although we will apply for the Notes to be listed on the New York Stock Exchange, there can be no assurance that
an active public market for the Notes will develop and, if such a market were to develop, the underwriters are under no obligation to maintain
such a market. The liquidity and the market prices for the Notes can be expected to vary with changes in market and economic conditions and
our financial condition and prospects and other factors that generally influence the market prices of securities.
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HSBC HOLDINGS PLC

HSBC is one of the largest banking and financial services organizations in the world, with a market capitalization of US$136 billion at
December 31, 2011. As at December 31, 2011, we had total assets of US$2,556 billion and total shareholders� equity of US$159 billion. For the
year ended December 31, 2011, our operating profit was US$18,608 million on total operating income of US$83,461 million. We are a strongly
capitalized banking group with a total capital ratio of 14.1% and a core tier 1 capital ratio of 10.1% as at December 31, 2011.

Through its subsidiaries and associates, HSBC provides a comprehensive range of banking and related financial services. Headquartered in
London, HSBC operates through long-established businesses and has an international network of some 7,200 offices in 85 countries and
territories in six geographical regions: Europe, Hong Kong, Rest of Asia-Pacific, Middle East and North Africa, North America and Latin
America. Within these regions, a comprehensive range of financial services is offered to personal, commercial, corporate, institutional,
investment and private banking clients. Our products and services are delivered to clients through four global businesses, Retail Banking and
Wealth Management, Commercial Banking, Global Banking and Markets and Global Private Banking. Taken together, the five largest
customers of HSBC do not account for more than one percent of HSBC�s income.
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USE OF PROCEEDS

We will use the net proceeds from the sale of the Notes for general corporate purposes.
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CONSOLIDATED CAPITALIZATION AND INDEBTEDNESS OF HSBC HOLDINGS PLC

The following table shows the consolidated unaudited capitalization, indebtedness and share capital position of HSBC Holdings plc and our
subsidiary undertakings as at December 31, 2011.

Issued and
Fully Paid

Called up Share Capital US$m
Ordinary shares (of nominal value US$0.50 each) 8,934

Preference shares (of nominal value US$0.01 each)
US$ 1,450 m 6.20% non-cumulative dollar preference shares, Series A�aggregate redemption price 1,450

Carrying
Amount

Other Equity Instruments US$m
US$ 3,800 m 8% perpetual subordinated capital securities, Series 2 (of nominal value US$25 each) 3,718
US$ 2,200 m 8.125% perpetual subordinated capital securities (of nominal value US$25 each) 2,133

5,851

Carrying
Amount

Subordinated Liabilities US$m
Undated Subordinated Loan Capital of Subsidiary Undertakings

US$ 750 m Undated floating rate primary capital notes 750
US$ 500 m Undated floating rate primary capital notes 500
US$ 400 m Primary capital undated floating rate notes 406
US$ 400 m Primary capital undated floating rate notes (second series) 403
US$ 400 m Primary capital undated floating rate notes (third series) 400
US$ 300 m Undated floating rate primary capital notes, Series 3 300

Other undated subordinated liabilities each less than US$200m 21

2,780

Subordinated Loan Capital of HSBC Holdings plc
US$ 2,500 m 6.5% subordinated notes 2037 2,634
� 1,750 m 6.0% subordinated notes 2019 2,388
� 1,600 m 6.25% subordinated notes 2018 2,073
US$ 2,000 m 6.5% subordinated notes 2036 2,048
US$ 1,500 m 6.8% subordinated notes 2038 1,486
US$ 1,400 m 5.25% subordinated notes 2012 1,438
£ 900 m 6.375% callable subordinated notes 2022 1,416
£ 900 m 6.0% subordinated notes 2040 1,369
� 1,000 m 5.375% subordinated notes 2012 1,327
£ 750 m 7.0% subordinated notes 2038 1,205
£ 650 m 6.75% subordinated notes 2028 997
£ 650 m 5.75% subordinated notes 2027 926
� 700 m 3.625% callable subordinated notes 2020 869
US$ 488 m 7.625% subordinated notes 2032 578
£ 250 m 9.875% callable subordinated bonds 2018 445
US$ 222 m 7.35% subordinated notes 2032 257
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Carrying
Amount

Subordinated Liabilities US$m
Subordinated Loan Capital of Subsidiary Undertakings

US$ 2,939 m 6.676% senior subordinated notes 2021 2,177
� 1,400 m 5.3687% non-cumulative step-up perpetual preferred securities* 1,693
US$ 1,250 m 4.875% subordinated notes 2020 1,259
US$ 1,250 m 4.61% non-cumulative step-up perpetual preferred securities* 1,163
£ 700 m 5.844% non-cumulative step-up perpetual preferred securities 1,084
US$ 1,000 m 4.625% subordinated notes 2014 1,009
US$ 1,000 m 5.911% trust preferred securities 2035 994
US$ 1,000 m 5.875% subordinated notes 2034 951
£ 600 m 4.75% subordinated notes 2046 917
US$ 900 m 10.176% non-cumulative step-up perpetual preferred securities, Series 2* 891
� 750 m 5.13% non-cumulative step-up perpetual preferred securities* 872
� 600 m 8.03% non-cumulative step-up perpetual preferred securities* 776
£ 500 m 8.208% non-cumulative step-up perpetual preferred securities* 771
£ 500 m 4.75% callable subordinated notes 2020 759
US$ 750 m 5.00% subordinated notes 2020 744
US$ 750 m 5.625% subordinated notes 2035 712
US$ 700 m 7.00% subordinated notes 2039 681
£ 500 m 5.375% subordinated notes 2033 678
� 500 m Callable subordinated floating rate notes 2020 550
£ 350 m Callable subordinated variable coupon notes 2017 550
£ 350 m 5.00% callable subordinated notes 2023 533
US$ 500 m 6.00% subordinated notes 2017 505
£ 350 m 5.375% callable subordinated step-up notes 2030 493
£ 300 m 6.5% subordinated notes 2023 463
CAD 400 m 4.80% subordinated notes 2022 417
£ 300 m 5.862% non-cumulative step-up perpetual preferred securities 378
US$ 300 m 7.65% subordinated notes 2025 374
£ 225 m 6.25% subordinated notes 2041 346
US$ 300 m Callable subordinated floating rate notes 2017 300
BRL 500 m Subordinated certificates of deposit 2016 268
US$ 250 m Non-convertible subordinated obligations 2019 232
US$ 250 m 7.20% subordinated debentures 2097 214
BRL 383 m Subordinated certificates of deposit 2015 206
AUD 200 m Callable subordinated floating rate notes 2020 203
US$ 200 m 7.808% capital securities 2026 200
US$ 200 m 8.38% capital securities 2027 200
CAD 200 m 4.94% subordinated debentures 2021 195

Other subordinated liabilities each less than US$200m 3,223

27,981
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Carrying
Amount

Minority Interests US$m
US$ 575 m 6.36% non-cumulative preferred stock, Series B 559
US$ 518 m Floating rate non-cumulative preferred stock, Series F 518
US$ 374 m Floating rate non-cumulative preferred stock, Series G 374
US$ 374 m 6.5% non-cumulative preferred stock, Series H 374
CAD 250 m Non-cumulative 5 year rate reset class 1 preferred shares, Series E 245

Other preference shares issued by subsidiary undertakings each less than US$200m 642

2,712

Carrying
Amount

Senior Indebtedness of HSBC Holdings plc US$m

US$ 2,500 m Fixed rate notes 2021 2,730
� 1,250 m Fixed rate notes 2014 1,612
� 850 m Fixed rate notes 2016 1,177
£ 650 m Fixed rate notes 2024 1,001
US$ 900 m Fixed rate notes 2022 961
US$ 750 m Fixed rate notes 2042 885

8,366

(1) The aggregate redemption price of the US$1,450 million 6.20% non-cumulative dollar preference shares is included within share premium.
(2) HSBC Holdings plc has no convertible bonds in issue. The US$2,200 million 8.125% perpetual subordinated capital securities and

US$3,800 million 8% perpetual subordinated capital securities, Series 2 are the only exchangeable bonds issued by HSBC Holdings plc.
(3) Reserves include share premium, retained earnings, available-for-sale reserve, cash flow hedging reserve, foreign exchange reserve and

merger reserve.
(4) On January 18, 2012, HSBC Holdings plc paid its third interim dividend for 2011 of US$0.09 per ordinary share. Ordinary shares with a

value of US$720 million were issued to those existing shareholders who had elected to receive new shares at market value in lieu of cash.
(5) Since December 31, 2011, 155,179,088 ordinary shares of US$0.50 each have been issued as a result of the vesting of employee share

awards.
(6) The HSBC Group has prepared its consolidated financial statements in accordance with IFRSs. The HSBC Group has adopted the

�Amendment to IAS39: The Fair Value Option�. As a result, US$21,611 million of the subordinated loan capital and US$5,753 million of
senior indebtedness above are designated at fair value.

(7) The £700 million 5.844% non-cumulative step-up perpetual preferred securities and the £300 million 5.862% non-cumulative step-up
perpetual preferred securities each have the benefit of a subordinated guarantee of HSBC Bank plc. The other non-cumulative step-up
perpetual preferred securities (* above) each have the benefit of a subordinated guarantee of HSBC Holdings plc. None of the other above
consolidated loan capital is secured or guaranteed. No account has been taken of liabilities or guarantees between undertakings within the
Group, comprising HSBC Holdings plc and its subsidiary undertakings.

(8) As at December 31, 2011, HSBC Holdings plc and its subsidiary undertakings had other indebtedness of US$2,328,903 million
(including deposits by banks of US$112,822 million, customer accounts of US$1,253,925 million, trading liabilities of
US$265,192 million, debt securities in issue of US$122,647 million, derivatives of US$345,380 million and other liabilities of
US$228,937 million) and contingent liabilities and contractual commitments of US$730,835 million (comprising contingent
liabilities of US$75,931 million, undrawn formal standby facilities, credit lines and other commitments to lend of US$641,319
million, and other commitments of US$13,585 million).

(9) The total carrying amount of the senior indebtedness would increase by US$ to reflect the sale of the Notes and the application of the
proceeds therefrom.
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Save as disclosed in the above notes, there has been no material change in the issued share capital, loan capital or senior indebtedness of HSBC
Holdings plc, or loan capital, other indebtedness, contingent liabilities or third party guarantees of HSBC Holdings plc�s subsidiary undertakings
since December 31, 2011.

The following exchange rates as at December 31, 2011 have been used in the table above:

US$1.00 = Hong Kong dollars 7.76810; �1.00 = US$1.29345; £1.00 = US$1.54825; US$1.00 = Canadian dollars 1.02080; US$1.00 = Brazilian
Real 1.8657; US$1.00 = Australian dollars 0.983333

S-16

Edgar Filing: HSBC HOLDINGS PLC - Form 424B2

Table of Contents 21



Table of Contents

TAXATION

See �Taxation� beginning on page 38 of the accompanying prospectus.

No UK Stamp Duty or Stamp Duty Reserve Tax is payable on the issue or the transfer of the Notes.
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PLAN OF DISTRIBUTION

The underwriters named below have severally agreed, subject to the terms and conditions of the underwriting agreement with us, dated the date
of this prospectus supplement, to purchase the principal amount of Notes set forth below opposite their respective names. The underwriters are
committed to purchase all of such Notes if any are purchased.

Underwriter
Principal Amount of

Notes
HSBC Securities (USA) Inc. $        

Total $
The underwriters propose to offer the Notes in part directly to the public at the initial public offering price set forth on the cover page of this
prospectus supplement and in part to certain securities dealers at such price less a concession not in excess of     % of the principal amount of the
Notes. The underwriters may allow, and such dealers may reallow, a concession not to exceed     % of the principal amount of the Notes to
certain brokers and dealers. After the initial public offering, the public offering price, concession and discount may be changed.

The underwriting agreement provides that the obligations of the underwriters to purchase the Notes included in this offering are subject to
approval of legal matters by counsel and to other conditions. The underwriters have agreed to purchase all of the Notes sold pursuant to the
underwriting agreement if any of the Notes are sold. If an underwriter defaults, the purchase agreement provides that the purchase commitments
of the non-defaulting underwriters may be increased or the underwriting agreement may be terminated.

We have agreed to indemnify the several underwriters against certain liabilities, including civil liabilities under the Securities Act, or contribute
to payments the underwriters may be required to make in respect thereof.

It is expected that the delivery of the Notes will be made against payment therefor on or about the date specified on the cover page of this
prospectus supplement, which is the third business day following the date hereof.

The following are the estimated expenses to be incurred in connection with the issuance and distribution of the Notes:

Securities and Exchange Commission registration fee $
Printing expenses $ 20,000
Legal fees and expenses $ 75,000
Accounting fees and expenses $ 55,000
Indentures Trustees� fees and expenses $ 15,000

Total $

Selling Restrictions

The Notes are offered for sale only in jurisdictions where it is legal to make such offers. The offer and sale of the Notes are subject to the
following limitations. Neither the underwriters nor we have taken any action in any jurisdiction that would constitute a public offering of the
Notes, other than in the United States.

Japan

The Notes have not been and will not be registered under the Financial Instruments and Exchange Act of Japan (the Financial Instruments and
Exchange Act). Accordingly, each underwriter has represented and agreed, and each further underwriter appointed will be required to represent
and agree, that it has not, directly or
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indirectly, offered or sold and will not, directly or indirectly, offer or sell any Notes, directly or indirectly, in Japan or to, or for the benefit of,
any resident of Japan (which term as used herein means any person resident in Japan, including any corporation or other entity organised under
the laws of Japan), or to others for re-offering or resale, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan, except
pursuant to an exemption from the registration requirements of, and otherwise in compliance with, the Financial Instruments and Exchange Act
and any other relevant laws and regulations of Japan.

Hong Kong

The Notes may not be offered or sold by means of any document other than (i) in circumstances which do not constitute an offer to the public
within the meaning of the Companies Ordinance (Cap.32, Laws of Hong Kong), or (ii) to �professional investors� within the meaning of the
Securities and Futures Ordinance (Cap.571, Laws of Hong Kong) and any rules made thereunder, or (iii) in other circumstances which do not
result in the document being a �prospectus� within the meaning of the Companies Ordinance (Cap.32, Laws of Hong Kong), and no advertisement,
invitation or document relating to the Notes may be issued or may be in the possession of any person for the purpose of issue (in each case
whether in Hong Kong or elsewhere), which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong
(except if permitted to do so under the laws of Hong Kong) other than with respect to Notes which are or are intended to be disposed of only to
persons outside Hong Kong or only to �professional investors� within the meaning of the Securities and Futures Ordinance (Cap. 571, Laws of
Hong Kong) and any rules made thereunder.

Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this prospectus and any other
document or material in connection with the offer or sale, or invitation for subscription or purchase, of the Notes may not be circulated or
distributed, nor may the Notes be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or
indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of
Singapore (the �SFA�), (ii) to a relevant person, or any person pursuant to Section 275(1A), and in accordance with the conditions, specified in
Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.

Where the Notes are subscribed or purchased under Section 275 by a relevant person which is: (a) a corporation (which is not an accredited
investor) the sole business of which is to hold investments and the entire share capital of which is owned by one or more individuals, each of
whom is an accredited investor; or (b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each
beneficiary is an accredited investor, shares, debentures and units of shares and debentures of that corporation or the beneficiaries� rights and
interest in that trust shall not be transferable for 6 months after that corporation or that trust has acquired the Notes under Section 275 except:
(1) to an institutional investor under Section 274 of the SFA or to a relevant person, or any person pursuant to Section 275(1A), and in
accordance with the conditions, specified in Section 275 of the SFA; (2) where no consideration is given for the transfer; or (3) by operation of
law.

Dubai International Financial Centre

This document relates to an exempt offer in accordance with the Offered Securities Rules of the Dubai Financial Services Authority. This
document is intended for distribution only to persons of a type specified in those rules. It must not be delivered to, or relied on by, any other
person. The Dubai Financial Services Authority has no responsibility for reviewing or verifying any documents in connection with exempt
offers. The Dubai Financial Services Authority has not approved this document nor taken steps to verify the information set out in it, and has no
responsibility for it. The Notes which are the subject of the offering contemplated by this prospectus supplement may be illiquid and/or subject
to restrictions on their resale. Prospective purchasers of the Notes offered should conduct their own due diligence on the Notes. If you do not
understand the contents of this document you should consult an authorized financial adviser.
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Listing

Application will be made to list the Notes offered hereby on the New York Stock Exchange. The Notes are a new issue of securities with no
established trading market. The underwriters have advised us that the underwriters currently intend to make a market in the Notes, as permitted
by applicable laws and regulations. The underwriters are not obligated, however, to make a market in the Notes and may discontinue any such
market-making at any time at their sole discretion. Accordingly, no assurance can be given as to the liquidity of, or trading markets for, the
Notes or that an active public market for the Notes will develop. If an active public trading market for the Notes does not develop, the market
price and liquidity of the Notes may be adversely affected.

Some of the underwriters and their affiliates have engaged in, and may in the future engage in, commercial and investment banking and other
commercial dealings in the ordinary course of business with us. They have received customary fees and commissions for these transactions.

In connection with the offering made hereby, the underwriters may purchase and sell the Notes in the open market. These transactions may
include over-allotment and stabilizing transactions and purchases to cover short positions created by the underwriters in connection with the
offering. Short positions created by the underwriters involve the sale by the underwriters of a greater number of Notes than they are required to
purchase from us. Stabilizing transactions consist of certain bids or purchases for the purpose of preventing or retarding a decline in the market
price of the Notes. The underwriters may also impose a penalty bid, whereby selling concessions allowed to broker-dealers in respect of the
Notes sold in the offering may be reclaimed by the underwriters if such Notes are repurchased by the underwriters in stabilizing or covering
transactions. These activities may stabilize, maintain or otherwise affect the market price of the Notes, which may be higher than the price that
might otherwise prevail in the open market. These activities, if commenced, may be discontinued at any time. These transactions may be
effected on the New York Stock Exchange or otherwise.

Neither we nor any of the underwriters makes any representation or prediction as to the direction or magnitude of any effect that the transactions
described above may have on the price of the Notes. In addition, neither we nor any of the underwriters makes any representation that the
underwriters will engage in these transactions or that these transactions, once commenced, will not be discontinued.

Conflicts of Interest

HSBC Securities (USA) Inc. is an affiliate of HSBC Holdings plc, and, as such, is deemed to have a �conflict of interest� under Rule 5121of the
FINRA. Accordingly, the offering of the Notes is being conducted in compliance with the requirements of FINRA Rule 5121 addressing
conflicts of interest when distributing the securities of an affiliate. HSBC Securities (USA) Inc. will not sell any Notes into any of its
discretionary accounts without the prior specific written approval of the accountholder.

HSBC Securities (USA) Inc. has no obligation to make a market in the Notes and, if commenced, may discontinue its market-making activities
at any time without notice, at its sole discretion. Furthermore, HSBC Securities (USA) Inc. may be required to discontinue its market-making
activities during periods when we are seeking to sell certain of our securities or when HSBC Securities (USA) Inc., such as by means of its
affiliation with us, learns of material non-public information relating to us. HSBC Securities (USA) Inc. would not be able to recommence its
market-making activities until such sale has been completed or such information has become publicly available. It is not possible to forecast the
impact, if any, that any such discontinuance may have on the market for the Notes. Although other broker-dealers may make a market in the
Notes from time to time, there can be no assurance that any other broker-dealer will do so at any time when HSBC Securities (USA) Inc.
discontinues its market-making activities. In addition, any such broker-dealer that is engaged in market-making activities may thereafter
discontinue such activities at any time at its sole discretion.
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Market Making Resales by Affiliates

This prospectus supplement together with the accompanying prospectus and your confirmation of sale may also be used by HSBC Securities
(USA) Inc. in connection with offers and sales of the Notes in market-making transactions at negotiated prices related to prevailing market
prices at the time of sale. In a market-making transaction, HSBC Securities (USA) Inc. may resell a security it acquires from other holders after
the original offering and sale of the Notes. Resales of this kind may occur in the open market or may be privately negotiated, at prevailing
market prices at the time of resale or at related or negotiated prices. In these transactions, HSBC Securities (USA) Inc. may act as principal or
agent, including as agent for the counterparty in a transaction in which HSBC Securities (USA) Inc. acts as principal, or as agent for both
counterparties in a transaction in which HSBC Securities (USA) Inc. does not act as principal. HSBC Securities (USA) Inc. may receive
compensation in the form of discounts and commissions, including from both counterparties in some cases. Other of our affiliates may also
engage in transactions of this kind and may use this prospectus supplement and the accompanying prospectus for this purpose. Neither HSBC
Securities (USA) Inc, nor any other of our affiliates has an obligation to make a market in the Notes and may discontinue any market-making
activities at any time without notice, in its sole discretion.

We do not expect to receive any proceeds from market-making transactions.

Information about the trade and settlement dates, as well as the purchase price, for a market-making transaction will be provided to the purchaser
in a separate confirmation of sale.

In connection with any use of this prospectus supplement and the accompanying prospectus by HSBC Securities (USA) Inc. or another of our
affiliates, you may assume this prospectus supplement and the accompanying prospectus is being used in a market making transaction.
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LEGAL OPINIONS

Certain legal matters in connection with the securities to be offered hereby will be passed upon for us by Cleary Gottlieb Steen & Hamilton LLP,
London, England, our US counsel and English solicitors and by Shearman & Sterling (London) LLP, London, England, US counsel and English
solicitors for the underwriters.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Our consolidated financial statements as at December 31, 2011 and December 31, 2010 and for each of the three years ended December 31,
2011, 2010 and 2009, and management�s assessment of the effectiveness of the internal control over financial reporting as of December 31, 2011
appearing in our annual report on Form 20-F for the year ended December 31, 2011 have been incorporated by reference herein in reliance on
the report of KPMG Audit Plc, independent registered public accounting firm, incorporated by reference herein, and upon the authority of said
firm as experts in accounting and auditing.
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Prospectus

HSBC Holdings plc
Subordinated Debt Securities

Senior Debt Securities and

Non-cumulative Dollar-denominated

Preference Shares

American Depositary Shares

HSBC Holdings plc may offer the following securities for sale through this prospectus:

� dated subordinated debt securities;

� undated subordinated debt securities;

� senior debt securities; and

� non-cumulative dollar-denominated preference shares of $0.01 nominal value each. The dollar preference shares will be represented
by American depositary shares.

We will provide the specific terms of the securities that we are offering in supplements to this prospectus. You should read this prospectus and
any prospectus supplement carefully before you invest.

This prospectus may not be used to consummate sales of debt securities or preference shares unless accompanied by a prospectus supplement.

Investing in the securities involves certain risks. See �Risk Factors� beginning on page 5 to read about certain risk
factors you should consider before investing in the securities.
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NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS
APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE ADEQUACY OR ACCURACY OF THIS
PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

We may use this prospectus in the initial sale of these securities. In addition, HSBC Securities (USA) Inc. or another of our affiliates may use
this prospectus in a market-making transaction in any of these securities after their initial sale. Unless we or our agent informs you otherwise in
the confirmation of sale, this prospectus is being used in a market-making transaction.

The date of this prospectus is March 22, 2012.
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This document is for distribution only to persons who (i) have professional experience in matters relating to investments falling within Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the �Financial Promotion Order�), (ii) are
persons falling within Article 49(2)(a) to (d) (�high net worth companies, unincorporated associations etc�) of the Financial Promotion Order,
(iii) are outside the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the
meaning of section 21 of the Financial Services and Markets Act 2000) in connection with the issue or sale of any securities may otherwise
lawfully be communicated or caused to be communicated (all such persons together being referred to as �relevant persons�). This document is
directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or investment
activity to which this document relates is available only to relevant persons and will be engaged in only with relevant persons.

This prospectus has been prepared on the basis that, except to the extent sub-paragraph (ii) below may apply, any offer of securities in any
Member State of the European Economic Area which has implemented the Prospectus Directive (each, a �Relevant Member State�) will be made
pursuant to an exemption under the Prospectus Directive, as implemented in that Relevant Member State, from the requirement to produce a
prospectus for offers of securities. Accordingly any person making or intending to make an offer in that Relevant Member State of securities
which are the subject of an offering contemplated in this prospectus as completed by final terms in relation to the offer of those securities may
only do so (i) in circumstances in which no obligation arises for the Issuer or any of the underwriters to publish a prospectus pursuant to Article
3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus Directive, in each case, in relation to such
offer, or (ii) if a prospectus for such offer has been approved by the competent authority in that Relevant Member State and (in either case)
published, all in accordance with the Prospectus Directive, provided that any such prospectus has subsequently been completed by final terms
which specify that offers may be made other than pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member State, such offer
is made in the period beginning and ending on the dates specified for such purpose in such prospectus or final terms, as applicable, and the
Issuer has consented in writing to its use for the purpose of such offer. Except to the extent sub-paragraph (ii) above may apply, neither the
Issuer nor any underwriter have authorized, nor do they authorize, the making of any offer of securities in circumstances in which an obligation
arises for use or any underwriter to publish or supplement a prospectus for such offer.

The expression �Prospectus Directive� means Directive 2003/71/EC (and amendments thereto, including the 2010 PD Amending Directive, to the
extent implemented in the Relevant Member State), and includes any relevant implementing measure in the Relevant Member State and the
expression �2010 PD Amending Directive� means Directive 2010/73/EU.

In connection with any issue of securities through this prospectus, a stabilizing manager or any person acting for it may over-allot or effect
transactions with a view to supporting the market price of such securities and any associated securities at a level higher than that which might
otherwise prevail for a limited period after the issue date. However, there may be no obligation on the stabilizing manager or any of its agents to
do this. Such stabilizing, if commenced, may be discontinued at any time, and must be brought to an end after a limited period.

ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission (the �SEC�) using the �shelf�
registration process. Under the shelf registration process, we may sell the securities described in this prospectus in one or more offerings.

This prospectus provides you with a general description of the securities we may offer. Each time we sell securities, we will provide a
prospectus supplement that will contain specific information about the terms of the
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securities. The prospectus supplement may also add to or update or change information contained in this prospectus. You should read both this
prospectus and any prospectus supplement together with the additional information described under the heading �Where You Can Find More
Information About Us.�

As used in this prospectus and in any prospectus supplement, the terms �HSBC Holdings� �we,� �us� and �our� refer to HSBC Holdings plc, and the
terms �HSBC Group� and �HSBC� mean HSBC Holdings plc and its subsidiary undertakings. In addition, the term �IFRSs� means International
Financial Reporting Standards.

In this prospectus and any prospectus supplement, all references to (i) �US dollars,� �US$,� �dollars� or �$� are to the lawful currency of the United
States of America, (ii) �euro� or ��� are to the lawful currency of the member states of the European Union that have adopted or adopt the single
currency in accordance with the Treaty establishing the European Community, as amended, (iii) �sterling� �pounds sterling� or �£� are to the lawful
currency of the United Kingdom, (iv) �AUD� are to the lawful currency of Australia, (v) �BRL� is to the lawful currency of the Federative Republic
of Brazil, and �(vi) �CAD� is to the lawful currency of Canada.

PRESENTATION OF FINANCIAL INFORMATION

The consolidated financial statements of HSBC and the separate financial statements of HSBC Holdings have been prepared in accordance with
International Financial Reporting Standards (�IFRSs�), as issued by the International Accounting Standards Board (�IASB�) and as endorsed by the
European Union (�EU�). EU-endorsed IFRSs may differ from IFRSs as issued by the IASB, if, at any point in time, new or amended IFRSs have
not been endorsed by the EU. At December 31, 2011, there were no unendorsed standards effective for the year ended December 31, 2011
affecting these consolidated and separate financial statements, and there was no difference between IFRSs endorsed by the EU and IFRSs issued
by the IASB in terms of their application to HSBC. Accordingly, HSBC�s financial statements for the year ended December 31, 2011 are
prepared in accordance with IFRSs as issued by the IASB. We use the US dollar as our presentation currency in our consolidated financial
statements because the US dollar and currencies linked to it form the major currency bloc in which we transact and fund our business.

LIMITATION ON ENFORCEMENT OF US LAWS AGAINST US, OUR MANAGEMENT AND OTHERS

We are an English public limited company. Most of our directors and executive officers (and certain experts named in this prospectus or in
documents incorporated herein by reference) are resident outside the United States, and a substantial portion of our assets and the assets of such
persons are located outside the United States. As a result, it may not be possible for you to effect service of process within the United States
upon these persons or to enforce against them or us in US courts judgments obtained in US courts predicated upon the civil liability provisions
of the federal securities laws of the United States. We have been advised by our English solicitors, Cleary Gottlieb Steen & Hamilton LLP, that
there is doubt as to enforceability in the English courts, in original actions or in actions for enforcement of judgments of US courts, of liabilities
predicated solely upon the federal securities laws of the United States. In addition, awards of punitive damages in actions brought in the United
States or elsewhere may not be enforceable in the United Kingdom. The enforceability of any judgment in the United Kingdom will depend on
the particular facts of the case in effect at the time.

WHERE YOU CAN FIND MORE INFORMATION ABOUT US

We file annual reports and special reports, proxy statements and other information with the SEC. You may read and copy any document we file
at the SEC�s public reference room at 100 F Street, N.E., Room 1580, Washington, DC 20549. Please call the SEC at (800) SEC-0330 for further
information on the public reference room. Documents filed with the SEC are also available to the public on the SEC�s internet site at
http://www.sec.gov.
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The SEC allows us to �incorporate by reference� in this prospectus the information in the documents that we file with it, which means we can
disclose important information to you by referring you to those documents. The information incorporated by reference is considered to be a part
of this prospectus. We incorporate by reference in this prospectus the documents listed below.

� Annual Report on Form 20-F for the year ended December 31, 2011;

� any future Reports on Form 6-K that indicate they are incorporated into this registration statement; and

� any future Annual Reports on Form 20-F that we may file with the SEC under the Securities Exchange Act of 1934 (the �Exchange
Act�), until we sell all of the securities that may be offered through this prospectus.

You may request a copy of these documents at no cost to you by writing or telephoning us at either of the following addresses:

Group Company Secretary

HSBC Holdings plc

8 Canada Square

London E14 5HQ

United Kingdom

Tel: +44-20-7991-8888

HSBC Holdings plc

c/o HSBC North America Holdings Inc.

452 Fifth Avenue

New York, NY, 10018

Attn: Company Secretary

Tel: +1-212-525-5000

We will provide to the trustee referred to under �Description of Debt Securities� and the depositary referred to under �Description of Preference
Share ADSs� our annual reports, which will include a description of operations and annual audited consolidated financial statements prepared
under IFRSs as issued by the IASB. We will also furnish the trustee and the depositary with interim reports which will include unaudited interim
consolidated financial information prepared in accordance with IAS 34 Interim Financial Reporting as issued by the IASB. The trustee and the
depositary, as appropriate, shall make such reports available for inspection by holders at their respective corporate trust offices.
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HSBC

HSBC is one of the largest banking and financial services organizations in the world, with a market capitalization of US$136 billion at
December 31, 2011. As at December 31, 2011, we had total assets of US$2,556 billion and total shareholders� equity of US$159 billion. For the
year ended December 31, 2011, our operating profit was US$18,608 million on total operating income of US$83,461 million. We are a strongly
capitalized banking group with a total capital ratio of 14.1% and a core tier 1 capital ratio of 10.1% as at December 31, 2011.

Through its subsidiaries and associates, HSBC provides a comprehensive range of banking and related financial services. Headquartered in
London, HSBC operates through long-established businesses and has an international network of some 7,200 offices in 85 countries and
territories in six geographical regions: Europe; Hong Kong; Rest of Asia-Pacific; Middle East and North Africa; North America and Latin
America. Within these regions, a comprehensive range of financial services is offered to personal, commercial, corporate, institutional,
investment and private banking clients. Our products and services are delivered to clients through four global businesses, Retail Banking and
Wealth Management, Commercial Banking, Global Banking and Markets and Global Private Banking. Taken together, the five largest
customers of HSBC do not account for more than one percent of HSBC�s income.
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RISK FACTORS

You should consider carefully all of the information included, or incorporated by reference, in this document and any risk factors included in the
applicable prospectus supplement before you decide to buy securities.

Risks Relating to HSBC�s Business

You should read �Risk Factors� on pages 12-12i in the Annual Report on Form 20-F for the year ended December 31, 2011, which is incorporated
by reference in this prospectus, or similar sections in subsequent filings incorporated by reference in this prospectus, for information on risks
relating to HSBC�s business.

HSBC and its subsidiaries in the United Kingdom may be subject to the provisions of the Banking Act 2009 in the future. The potential
impact on HSBC is inherently uncertain.

HSBC Holdings, as the parent company of a UK bank, is subject to a �Special Resolution Regime� under the Banking Act which gives wide
powers in respect of UK banks and their parent companies to HM Treasury, the Bank of England and the FSA in circumstances where a UK
bank has encountered or is likely to encounter financial difficulties. These powers include powers to: (a) transfer all or some of the securities
issued by a UK bank or its parent, or all or some of the property, rights and liabilities of a UK bank or its parent (which would include Notes
issued by HSBC Holdings under the Programme), to a commercial purchaser or, in the case of securities, to the Treasury or a Treasury nominee,
or, in the case of property, rights or liabilities, to a Bank of England entity; (b) override any default provisions, contracts, or other agreements,
including provisions that would otherwise allow a party to terminate a contract or accelerate the payment of an obligation; (c) commence certain
new insolvency procedures in relation to a UK bank; and (d) override, vary or impose contractual obligations between a UK bank or its parent
and its former group undertakings for reasonable consideration, in order to enable any transferee or successor bank of the UK bank to operate
effectively. The Banking Act also gives power to the Treasury to make further amendments to the law by order for the purpose of enabling it to
use the Special Resolution Regime powers effectively, potentially with retrospective effect.
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USE OF PROCEEDS

Unless we otherwise disclose in the accompanying prospectus supplement, we will use the net proceeds from the sale of the securities to support
the development of HSBC and to strengthen further the capital base of HSBC Holdings.
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CONSOLIDATED CAPITALIZATION AND INDEBTEDNESS OF HSBC HOLDINGS PLC

The following table shows the consolidated unaudited capitalization, indebtedness and share capital position of HSBC Holdings plc and our
subsidiary undertakings as at December 31, 2011:

Called up Share Capital

Issued and
fully paid
US$m

Ordinary shares (of nominal value US$0.50 each) 8,934

US$1,450m

Preference shares (of nominal value US$0.01 each)

6.20% non-cumulative dollar preference shares, Series A�aggregate redemption price 1,450

Other Equity Instruments

Carrying
amount
US$m

US$3,800m 8% perpetual subordinated capital securities, Series 2 (of nominal value US$25 each) 3,718
US$2,200m 8.125% perpetual subordinated capital securities (of nominal value US$25 each) 2,133

5,851

Subordinated Liabilities

Carrying
amount
US$m

Undated Subordinated Loan Capital of Subsidiary Undertakings
US$750m Undated floating rate primary capital notes 750
US$500m Undated floating rate primary capital notes 500
US$400m Primary capital undated floating rate notes 406
US$400m Primary capital undated floating rate notes (second series) 403
US$400m Primary capital undated floating rate notes (third series) 400
US$300m Undated floating rate primary capital notes, Series 3 300

Other undated subordinated liabilities each less than US$200m 21

2,780

Subordinated Loan Capital of HSBC Holdings plc
US$2,500m 6.5% subordinated notes 2037 2,634
�1,750m 6.0% subordinated notes 2019 2,388
�1,600m 6.25% subordinated notes 2018 2,073
US$2,000m 6.5% subordinated notes 2036 2,048
US$1,500m 6.8% subordinated notes 2038 1,486
US$1,400m 5.25% subordinated notes 2012 1,438
£900m 6.375% callable subordinated notes 2022 1,416
£900m 6.0% subordinated notes 2040 1,369
�1,000m 5.375% subordinated notes 2012 1,327
£750m 7.0% subordinated notes 2038 1,205
£650m 6.75% subordinated notes 2028 997
£650m 5.75% subordinated notes 2027 926
�700m 3.625% callable subordinated notes 2020 869
US$488m 7.625% subordinated notes 2032 578
£250m 9.875% callable subordinated bonds 2018 445
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Subordinated Liabilities

Carrying
amount
USm

Subordinated Loan Capital of Subsidiary Undertakings
US$2,939m 6.676% senior subordinated notes 2021 2,177
�1,400m 5.3687% non-cumulative step-up perpetual preferred securities* 1,693
US$1,250m 4.875% subordinated notes 2020 1,259
US$1,250m 4.61% non-cumulative step-up perpetual preferred securities* 1,163
£700m 5.844% non-cumulative step-up perpetual preferred securities 1,084
US$1,000m 4.625% subordinated notes 2014 1,009
US$1,000m 5.911% trust preferred securities 2035 994
US$1,000m 5.875% subordinated notes 2034 951
£600m 4.75% subordinated notes 2046 917
US$900m 10.176% non-cumulative step-up perpetual preferred securities, Series 2* 891
�750m 5.13% non-cumulative step-up perpetual preferred securities* 872
�600m 8.03% non-cumulative step-up perpetual preferred securities* 776
£500m 8.208% non-cumulative step-up perpetual preferred securities* 771
£500m 4.75% callable subordinated notes 2020 759
US$750m 5.00% subordinated notes 2020 744
US$750m 5.625% subordinated notes 2035 712
US$700m 7.00% subordinated notes 2039 681
£500m 5.375% subordinated notes 2033 678
£350m Callable subordinated variable coupon notes 2017 550
�500m Callable subordinated floating rate notes 2020 550
£350m 5.00% callable subordinated notes 2023 533
US$500m 6.00% subordinated notes 2017 505
£350m 5.375% callable subordinated step-up notes 2030 493
£300m 6.5% subordinated notes 2023 463
CAD400m 4.80% subordinated notes 2022 417
£300m 5.862% non-cumulative step-up perpetual preferred securities 378
US$300m 7.65% subordinated notes 2025 374
£225m 6.25% subordinated notes 2041 346
US$300m Callable subordinated floating rate notes 2017 300
BRL500m Subordinated certificates of deposit 2016 268
US$250m Non-convertible subordinated obligations 2019 232
US$250m 7.20% subordinated debentures 2097 214
BRL383m Subordinated certificates of deposit 2015 206
AUD200m Callable subordinated floating rate notes 2020 203
US$200m 7.808% capital securities 2026 200
US$200m 8.38% capital securities 2027 200
CAD200m 4.94% subordinated debentures 2021 195

Other subordinated liabilities each less than US$200m 3,223

27,981

8

Edgar Filing: HSBC HOLDINGS PLC - Form 424B2

Table of Contents 39



Table of Contents

Carrying
amount
US$m

Minority Interests
US$575m 6.36 % non-cumulative preferred stock, Series B 559
US$518m Floating rate non-cumulative preferred stock, Series F 518
US$374m Floating rate non-cumulative preferred stock, Series G 374
US$374m 6.5% non-cumulative preferred stock, Series H 374
CAD250m Non-cumulative 5 year rate reset class 1 preferred shares, Series E 245

Other preference shares issued by subsidiary undertakings each less than US$200m 642

2,712

Carrying
amount
US$m

Senior Indebtedness of HSBC Holdings plc
US$2,500m Fixed rate notes 2021 2,730
�1,250m Fixed rate notes 2014 1,612
�850m Fixed rate notes 2016 1,177
£650m Fixed rate notes 2024 1,001
US$900m Fixed rate notes 2022 961
US$750m Fixed rate notes 2042 885

8,366

(1) The aggregate redemption price of the US$1,450 million 6.20% non-cumulative dollar preference shares is included within share premium.
(2) HSBC Holdings plc has no convertible bonds in issue. The US$2,200 million 8.125% perpetual subordinated capital securities and

US$3,800 million 8% perpetual subordinated capital securities, Series 2 are the only exchangeable bonds issued by HSBC Holdings plc.
(3) Reserves include share premium, retained earnings, available-for-sale reserve, cash flow hedging reserve, foreign exchange reserve and

merger reserve.
(4) On January 18, 2012, HSBC Holdings plc paid its third interim dividend for 2011 of US$0.09 per ordinary share. Ordinary shares with a

value of US$720 million were issued to those existing shareholders who had elected to receive new shares at market value in lieu of cash.
(5) Since December 31, 2011, 155,179,088 ordinary shares of US$0.50 each have been issued as a result of the vesting of employee share

awards.
(6) The HSBC Group has prepared its consolidated financial statements in accordance with IFRSs. The HSBC Group has adopted the

�Amendment to IAS39: The Fair Value Option�. As a result, US$21,611 million of the subordinated loan capital and US$5,753 million of
senior indebtedness above are designated at fair value.

(7) The £700 million 5.844% non-cumulative step-up perpetual preferred securities and the £300m 5.862% non-cumulative step-up perpetual
preferred securities each have the benefit of a subordinated guarantee of HSBC Bank plc. The other non-cumulative step-up perpetual
preferred securities (* above) each have the benefit of a subordinated guarantee of HSBC Holdings plc. None of the other above
consolidated loan capital is secured or guaranteed. No account has been taken of liabilities or guarantees between undertakings within the
Group, comprising HSBC Holdings plc and its subsidiary undertakings.

(8) As at December 31, 2011, HSBC Holdings plc and its subsidiary undertakings had other indebtedness of US$2,328,903 million (including
deposits by banks of US$112,822 million, customer accounts of US$1,253,925 million, trading liabilities of US$265,192 million, debt
securities in issue of US$122,647 million, derivatives of US$345,380 million and other liabilities of US$228,937 million) and contingent
liabilities and contractual commitments of US$730,835 million (comprising contingent liabilities of US$75,931 million, undrawn formal
standby facilities, credit lines and other commitments to lend of US$641,319 million and other commitments US$13,585 million).

9
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Save as disclosed in the above notes, there has been no material change in the issued share capital, loan capital or senior indebtedness of HSBC
Holdings plc, or loan capital, other indebtedness, contingent liabilities or third party guarantees of HSBC Holdings plc�s subsidiary undertakings
since December 31, 2011.

The following exchange rates as at December 31, 2011 have been used in the table above:

US$1.00 = Hong Kong dollars 7.76810; �1.00 = US$1.29345; £1.00 = US$1.54825; US$1.00 = Canadian dollars 1.02080; US$1.00 = Brazilian
Real 1.8657; US$1.00 = Australian dollars 0.983333
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DESCRIPTION OF DEBT SECURITIES

Debt securities offered through this prospectus will be issued under one of three indentures between HSBC Holdings, as issuer and The Bank of
New York Mellon, as trustee. The dated subordinated debt securities will be issued under the indenture for dated subordinated debt securities,
the undated subordinated debt securities will be issued under the indenture for undated subordinated debt securities and the senior debt securities
will be issued under the indenture for senior debt securities. The following summary of certain provisions of the debt securities and the
indentures and any such summary in any prospectus supplement do not purport to be complete and are subject to and are qualified by reference
to, all the provisions of the debt securities and the relevant indenture. Defined terms used in this section but not otherwise defined in this
prospectus have the meanings assigned to them in the relevant indenture.

General

The indentures do not limit the amount of debt securities that we may issue under them and provide that we may issue debt securities from time
to time in one or more series.

The debt securities will be our direct and unsecured obligations. The debt securities of each series will rank pari passu among themselves,
without any preference one over the other by reason of the date they were issued or otherwise.

Please refer to the prospectus supplement relating to the particular series of debt securities offered through this prospectus for the following
terms, where applicable, of the debt securities:

� whether such debt securities, in the case of subordinated debt securities, will be dated subordinated debt securities with a
specified maturity date or undated subordinated debt securities with no specified maturity date;

� the title and series of such debt securities;

� the aggregate principal amount of such debt securities, and the limit, if any, on the aggregate principal amount of the debt securities
of that series that may be issued under the relevant indenture;

� the issue date or dates and the maturity date or dates, if any;

� the rate or rates, at which such debt securities will bear interest or the method by which interest will be determined, and the dates and
mechanics of payment of interest, including record dates;

� specific redemption terms;

� whether such debt securities, if dated subordinated debt securities or senior debt securities, are to be issued as discount securities and
the terms and conditions of any such discount securities;

� the place or places where any principal, premium or interest in respect of debt securities of the series shall be payable;

� whether payments are subject to a condition that we are able to make such payment and remain able to pay our debts as they fall due
and our assets continue to exceed our liabilities (other than subordinated liabilities), or a solvency condition;
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� whether there are any other conditions to which payments with respect to such debt securities are subject;

� provisions, if any, for the discharge and defeasance of such debt securities;

� the form in which such debt securities are to be issued;

� the denominations in which such debt securities will be issuable;
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� if other than the principal amount thereof, the portion of the principal amount of debt securities of the series that shall be payable
upon declaration of acceleration of the payment of such principal pursuant to the relevant indenture;

� the currency in which such debt securities are to be denominated;

� the currency in which payments on such debt securities will be made;

� if payments on debt securities may be made in a currency other than US dollars, or a foreign currency or a foreign currency other
than the foreign currency in which such debt securities are denominated or stated to be payable, the periods within which and the
terms and conditions upon which such election may be made and the time and manner of determining the relevant exchange rate;

� whether any debt securities of the series are to be issued as indexed securities and, if so, the manner in which the principal of (and
premium, if any, on) or interest thereon shall be determined and the amount payable upon acceleration under the relevant indenture
and any other terms in respect thereof;

� any restrictive covenants provided for with respect to such debt securities;

� any other events of default;

� provisions, if any, for the exchange, modification or conversion of such debt securities; and

� any other terms of the series.
Debt securities of any series may be sold at a substantial discount below their stated principal amount, bearing no interest or interest at a rate that
at the time of issuance is below market rates, may be redeemable at a premium, or may be otherwise designated by us as issued with original
issue discount. We will discuss certain tax considerations that may be relevant to holders of such discount securities, undated or perpetual debt
securities and debt securities providing for indexed, contingent or variable payments or payments in a currency other than the currency in which
such debt securities are denominated in the prospectus supplement relating to such securities.

Debt securities and any coupons relating to such debt securities will become void unless presented for payment within ten years with respect to a
payment of principal and premium, if any, and five years with respect to a payment of interest. All monies paid by us to a paying agent or the
trustee for the payment of principal of (and premium, if any, on) or any interest on any debt security that remain unclaimed at the end of two
years after such principal, premium, or interest shall have become due and payable will be repaid to us, and the holder of such debt security must
look to us for payment thereof.

Form, Settlement and Clearance

General. Unless the relevant prospectus supplement states otherwise, the debt securities shall initially be represented by one or more global
securities in registered form, without coupons attached, and will be deposited with or on behalf of one or more depositaries, including, without
limitation, The Depository Trust Company (�DTC�), Euroclear Bank S.A./N.V. (�Euroclear Bank�), as operator of the Euroclear System (�Euroclear�)
and/or Clearstream Banking, société anonyme (�Clearstream Luxembourg�), and will be registered in the name of such depositary or its nominee.
Our obligations, as well as the obligations of the trustee and those of any third parties employed by us or the trustee, run only to persons who are
registered as holders of the debt securities. Unless and until the debt securities are exchanged in whole or in part for other securities that we issue
or the global securities are exchanged for definitive securities, the global securities may not be transferred except as a whole by the depositary to
a nominee or a successor of the depositary.
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states otherwise, the initial distribution of the debt securities will be cleared through DTC only. In such event, beneficial interests in the global
debt securities will be shown on, and transfers thereof will be effected only through, the book-entry records maintained by DTC and its direct
and indirect participants, including, as applicable, Euroclear and Clearstream Luxembourg.
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The laws of some states may require that certain investors in securities take physical delivery of their securities in definitive form. Those laws
may impair the ability of investors to own interests in book-entry securities.

So long as the depositary, or its nominee, is the holder of a global debt security, the depositary or its nominee will be considered the sole holder
of such global debt security for all purposes under the relevant indenture. Except as described below under the heading ��Issuance of Definitive
Securities,� no participant, indirect participant or other person will be entitled to have debt securities registered in its name, receive or be entitled
to receive physical delivery of debt securities in definitive form or be considered the owner or holder of the debt securities under the relevant
indenture. Each person having an ownership or other interest in debt securities must rely on the procedures of the depositary, and, if a person is
not a participant in the depositary, must rely on the procedures of the participant or other securities intermediary through which that person owns
its interest to exercise any rights and obligations of a holder under the relevant indenture or the debt securities.

DTC has advised us that: DTC is a limited-purpose trust company organized under the New York Banking Law, a �banking organization� within
the meaning of the New York Banking Law, a member of the Federal Reserve System, a �clearing corporation� within the meaning of the New
York Uniform Commercial Code, and a �clearing agency� registered pursuant to the provisions of Section 17A of the Exchange Act. DTC holds
securities that its participants deposit with DTC. DTC also facilitates settlement among participants of securities transactions, such as transfers
and pledges, in deposited securities through electronic computerized book-entry changes in participants� accounts thereby eliminating the need
for physical movement of securities certificates. Participants include securities brokers and dealers, banks, trust companies, clearing corporations
and certain other organizations. DTC is owned by a number of its participants and by the New York Stock Exchange, Inc., the American Stock
Exchange, Inc. and the Financial Industry Regulatory Authority, Inc. (�FINRA�). Access to the DTC system is also available to others such as
securities brokers and dealers, banks and trust companies that clear through or maintain a custodial relationship with a participant, either directly
or indirectly.

Payments on the Global Debt Security. Payments of any amounts in respect of any global securities will be made by the trustee to the depositary.
Payments will be made to beneficial owners of debt securities in accordance with the rules and procedures of the depositary or its direct and
indirect participants, as applicable. Neither we nor the trustee nor any of our agents will have any responsibility or liability for any aspect of the
records of any securities intermediary in the chain of intermediaries between the depositary and any beneficial owner of an interest in a global
security, or the failure of the depositary or any intermediary to pass through to any beneficial owner any payments that we make to the
depositary.

All such payments will be distributed without deduction or withholding for any UK taxes or other governmental charges, or if any such
deduction or withholding is required to be made under the provisions of any applicable UK law or regulation, then, except as described under
�Additional Amounts,� such additional amounts will be paid as may be necessary in order that the net amounts received by any holder of the
global security and by the owners of interests in the debt securities, after such deduction or withholding, will equal the net amounts that such
holder and owners would have otherwise received in respect of the global security or interests in the debt securities, as the case may be, if such
deduction or withholding had not been made.

Settlement. Initial settlement for the debt securities and settlement of any secondary market trades in the debt securities will be made in
same-day funds. The debt securities will settle in DTC�s Same-Day Funds Settlement System.

Definitive Debt Securities. Owners of interests in the debt securities will be entitled to receive definitive debt securities in registered form in
respect of such interest if: (1) (i) DTC notifies us in writing that it is unwilling to or unable to continue as a depositary for the debt securities of
such series or the debt securities, as the case may be, or (ii) if at any time DTC ceases to be eligible as a �clearing agency� registered under the
Exchange Act or we become aware of such ineligibility and, in either case, a successor is not appointed by us
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within 90 days or (2) an event of default has occurred and is continuing and the registrar has received a request from DTC or (3) the applicable
prospective supplement provides otherwise with respect to a particular series. Unless otherwise indicated in the applicable prospectus
supplement, definitive debt securities will not be issued in bearer form.

Unless otherwise indicated in the applicable prospectus supplement, definitive debt securities will be issued in denominations of $1,000 or
integral multiples of $1,000 and will be issued in registered form. Such definitive debt securities shall be registered in the name or names of such
person or persons as the registrar shall notify the trustee based on the instructions of DTC.

Payments

Any payments of interest and, in the case of subordinated dated debt securities and senior debt securities, principal and premium (if any), on any
particular series of debt securities will be made on such dates and, in the case of payments of interest, at such rate or rates, as are set forth in, or
as are determined by the method of calculation described in, the prospectus supplement relating to the debt securities of such series.

Undated Subordinated Debt Securities. We are not required to make payments with respect to any series of undated subordinated debt securities
on any payment date specified for such payment in the prospectus supplement relating to the debt securities of such series. Failure to make any
such payment on any such payment date will not constitute a default by us for any purpose. Any payment not made by us in respect of any series
of undated subordinated debt securities on any applicable Payment Date, together with any other unpaid payments, will, so long as they remain
unpaid, constitute �missed payments� and will accumulate until paid. Missed payments will not bear interest.

Missed payments, if any, may be paid at our option in whole or in part at any time on not less than 14 days� notice to the trustee, but all missed
payments in respect of all undated subordinated debt securities of a particular series at the time outstanding will (subject to any solvency
condition) become due and payable in full on whichever is the earliest of:

� the date fixed for any redemption of such undated subordinated debt securities; and

� the commencement of our winding up in England.
If we give notice of our intention to pay the whole or part of the missed payments on the undated subordinated debt securities of any series, we
will be obliged, subject to any solvency condition, to do so upon the expiration of such notice. Where missed payments in respect of undated
subordinated debt securities of any series are paid in part, each part payment will be deemed to be in respect of the full amount of missed
payments accrued relating to the earliest payment date or consecutive payment dates in respect of such undated subordinated debt securities.

If we are unable to make any payment on or with respect to the undated subordinated debt securities of any series because we are not able to
satisfy a solvency condition, the amount of any such payment which would otherwise be payable will be available to meet our losses. In the event
of our winding up, the right to claim for interest, including missed payments, and any other amount payable on such undated subordinated debt
securities may be limited by applicable insolvency law.

Computation of Interest. Except as otherwise specified in the prospectus supplement with respect to the debt securities of any series, any interest
on the debt securities of each series, which is not denominated in Euro, will be computed on the basis of a 360-day year of twelve 30-day
months. Interest on debt securities of each series denominated in Euro will be computed on the basis of the actual number of days in the
calculation period divided by 365 (or, if any portion of that calculation period falls in a leap year, the sum of (a) the actual number of days in that
portion of the calculation period falling in a leap year, divided by 366 and (b) the actual number of days in that portion of the calculation period
falling in a non-leap year, divided by 365).
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Subordinated Debt Securities

The subordinated debt securities will be our direct, unsecured obligations. Our obligations pursuant to the subordinated debt securities will be
subordinate in right of payment to depositors and all our other creditors other than claims which are by their terms, or are expressed to be,
subordinated to the subordinated debt securities as described below under ��Subordination.�

The maturity of the subordinated debt securities will be subject to acceleration only in the event of our winding up or an effective resolution is
validly adopted by our shareholders for our winding up. See ��Defaults and Events of Default� below.

Subordination; Dated Subordinated Debt Securities. The rights of holders of dated subordinated debt securities will, in the event of our winding
up, be subordinated in right of payment to claims of our depositors and all our other creditors other than claims which are by their terms, or are
expressed to be, subordinated to the dated subordinated debt securities (including the undated debt securities). The subordination provisions of
the dated subordinated indenture, and to which the dated subordinated debt securities are subject, are governed by English law.

Holders of dated subordinated debt securities and the trustee, by their acceptance of the dated subordinated debt securities, will be deemed to
have waived any right of set-off or counterclaim that they might otherwise have.

Subordination; Undated Subordinated Debt Securities. The rights of holders of undated subordinated debt securities will, in the event of our
winding up, be subordinated in right of payment to claims of our depositors and all our other creditors other than claims which are by their
terms, or are expressed to be, subordinated to the undated subordinated debt securities. The subordination provisions of the undated subordinated
indenture, and to which the undated subordinated debt securities are subject, are governed by English law. In the event of our winding up,
holders of undated subordinated debt securities will be treated in the same way as they would be treated if they were holders of a class of
preference shares in us; they will receive an amount equal to the principal amount of the undated subordinated debt securities of such series then
outstanding together with accrued interest, if any, to the extent that a holder of such class of preference shares would receive an equivalent
amount.

Holders of undated subordinated debt securities and the trustee, by their acceptance of the undated debt securities, will be deemed to have
waived any right of set-off or counterclaim that they might otherwise have.

Defaults and Events of Default. Unless otherwise provided in a prospectus supplement, with respect to subordinated debt securities of a series,
subject to certain exceptions, it shall be an event of default only if an order is made by an English court which is not successfully appealed
within 30 days after the date such order was made for our winding up or an effective resolution is validly adopted by our shareholders for our
winding up. If an event of default occurs and is continuing with respect to a series of subordinated debt securities, the trustee may, and if so
requested by the holders of at least 25 percent in principal amount of the outstanding debt securities of such series shall, declare the principal
amount (or such other amount as is specified in the prospectus supplement) together with accrued but unpaid interest (or, in the case of discount
securities, the accreted face amount, together with accrued interest, if any, or, in the case of an index-linked debt security, the amount specified
in the related prospectus supplement) with respect to the debt securities of such series due and payable immediately; provided that after such
declaration, but before a judgment or decree based on such declaration has been obtained, the holders of a majority in principal amount of the
outstanding debt securities of such series may (under certain circumstances) rescind and annul such declaration.
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Unless otherwise provided in a prospectus supplement with respect to any series of subordinated debt security and subject to the paragraph
below relating to circumstances in which a relevant failure will not be a default, it shall be a default with respect to dated subordinated debt
securities of a series if:

� any instalment of interest upon any dated subordinated debt security of such series or any related coupon is not paid when due and
such failure continues for 14 days; or

� all or any part of the principal of (or premium, if any, on) any dated subordinated debt security of such series as and when the same
shall become due and payable, whether at maturity, upon redemption or otherwise, is not paid and such failure continues for 7 days.

Unless otherwise provided in a prospectus supplement with respect to any series of subordinated debt securities and subject to the paragraph
below relating to circumstances in which a relevant failure will not be a default, it shall be a default with respect to undated subordinated debt
securities of a series if:

� any missed payment is not paid on or prior to any date on which a dividend is paid on any class of our share capital and such failure
continues for 30 business days; or

� all or any part of the principal of (or premium, if any, on), or any accrued but unpaid interest and any missed payments on the date
fixed for redemption of such undated subordinated debt securities is not paid when due and such failure continues for 7 business
days.

If a default occurs, the trustee may institute proceedings in England (but not elsewhere) for our winding up provided that the trustee may not,
upon the occurrence of a default on the subordinated debt securities, accelerate the maturity of any of the dated subordinated debt securities of
the relevant series or declare the principal of (or premium, if any, on) and any accrued but unpaid interest of the undated subordinated debt
securities of the relevant series immediately due and payable unless an event of default has occurred and is continuing. For the purposes of
determining whether or not an event of default has occurred on the undated subordinated debt securities, a payment will not be deemed to be due
on any date on which a solvency condition as set out in the relevant prospectus supplement is not satisfied. However, if we fail to make the
payments set out in the two bullet points above, and at such time such solvency condition is satisfied, the trustee may institute proceedings in
England (but not elsewhere) for our winding up.

Notwithstanding the foregoing, failure to make any payment in respect of a series of subordinated debt securities shall not be a default in respect
of such debt securities if such payment is withheld or refused:

� in order to comply with any fiscal or other law or regulation or with the order of any court of competent jurisdiction, in each case
applicable to such payment; or

� in case of doubt as to the validity or applicability of any such law, regulation or order, in accordance with advice given as to such
validity or applicability at any time during the said grace period of 14 days, 30 business days, 7 days or 7 business days, as the case
may be, by independent legal advisers acceptable to the trustee;

provided, however, that the trustee may, by notice to us, require us to take such action (including but not limited to proceedings for a declaration
by a court of competent jurisdiction) as the trustee may be advised in an opinion of counsel, upon which opinion the trustee may conclusively
rely, is appropriate and reasonable in the circumstances to resolve such doubt, in which case, we shall forthwith take and expeditiously proceed
with such action and shall be bound by any final resolution of the doubt resulting therefrom. If any such resolution determines that the relevant
payment can be made without violating any applicable law, regulation or order then the preceding sentence shall cease to have effect and the
payment shall become due and payable on the expiration of the relevant grace period of 14 days, 30 business days, 7 days or 7 business days, as
the case may be, after the trustee gives written notice to us informing us of such resolution.
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No remedy against us other than as specifically provided by the relevant indenture shall be available to the trustee or the holders of subordinated
debt securities or coupons whether for the recovery of amounts owing in respect of such subordinated debt securities or under the relevant
indenture or in respect of any breach by us of any obligation, condition or provision under the relevant indenture or such subordinated debt
securities or coupons or otherwise, and no holder of any subordinated debt security will have any right to institute any proceeding with respect to
the relevant indenture, the subordinated debt securities or for any remedy thereunder, unless such holder shall have previously given to the
trustee written notice of a continuing event of default or default and unless also the holders of not less than a majority in aggregate principal
amount (or, in the case of an index-linked subordinated debt security, the face amount) of the outstanding subordinated debt securities of such
series shall have made written request to the trustee to institute such proceedings as trustee, and the trustee shall not have received from the
holders of a majority in aggregate principal amount (or, in the case of an index-linked debt security, the face amount) of the outstanding
subordinated debt securities of such series direction inconsistent with such request and the trustee shall have failed to institute such proceeding
within 60 days.

Subject to the provisions of the relevant indenture relating to the duties of the trustee, in case an event of default or default shall occur and be
continuing with respect to the subordinated debt securities of a series, the trustee will be under no obligation to any of the holders of the
subordinated debt securities of such series, including without limitation to take any of the actions referred to above, unless such holders shall
have offered to the trustee indemnity satisfactory to the trustee. Subject to such provisions for the indemnification of the trustee, and subject to
certain exceptions, the holders of a majority in aggregate principal amount (or, in the case of an index-linked debt security, the face amount) of
the outstanding subordinated debt securities of a series shall have the right to direct the time, method and place of conducting any proceeding for
any remedy available to the trustee or exercising any trust or power conferred on the trustee with respect to the subordinated debt securities of
such series.

The dated subordinated indenture and the undated subordinated indenture provide that the trustee will, within 90 days after the occurrence of an
event of default or default with respect to the subordinated debt securities of a series, give to the holders of the affected subordinated debt
securities notice of such event of default or default, unless such event of default or default shall have been cured or waived, provided that, the
trustee will be protected in withholding such notice if it reasonably determines that the withholding of such notice is in the interest of such
holders.

Notwithstanding anything to the contrary in this prospectus, nothing will impair the right of a holder (absent the consent of such holder) to
institute suit for any payments due but unpaid with respect to any subordinated debt securities.

Senior Debt Securities

The senior debt securities will be our direct unsecured obligations and rank on a parity with our other senior indebtedness. Senior indebtedness
shall not include any indebtedness that is expressed to be subordinated to or on par with the subordinated debt securities

The maturity of the senior debt securities will be subject to acceleration only as specified under ��Events of Default� below.

Defaults and Events of Default. Unless otherwise provided in a prospectus supplement with respect to any series of senior debt security, it shall
be a default with respect to senior debt securities of a series if:

� an order is made by an English court which is not successfully appealed within 30 days after the date such order was made for our
winding up other than in connection with a scheme of amalgamation or reconstruction not involving bankruptcy or insolvency;

� an effective resolution is validly adopted by our shareholders for our winding up other than in connection with a scheme of
amalgamation or reconstruction not involving bankruptcy or insolvency;
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� failure to pay principal or premium, if any, on any series of senior debt security at maturity, and such default continues for a period
of 30 days, or

� failure to pay any interest on any series of senior debt security when due and payable, which failure continues for 30 days.
If an event of default occurs and is continuing with respect to a series of senior debt securities, the trustee may, and if so requested by the holders
of at least 25 percent in principal amount of the outstanding senior debt securities of such series shall, declare the principal amount (or such
other amount as is specified in the prospectus supplement) together with accrued but unpaid interest (or, in the case of discount securities, the
accreted face amount, together with accrued interest, if any, or, in the case of an index-linked debt security, the amount specified in the related
prospectus supplement) with respect to the senior debt securities of such series due and payable immediately; provided that after such
declaration, but before a judgment or decree based on such declaration has been obtained, the holders of a majority in principal amount of the
outstanding senior debt securities of such series may (under certain circumstances) rescind and annul such declaration.

Additional Amounts

Unless otherwise specified in the prospectus supplement with respect to the debt securities of any series all amounts of principal of (and
premium, if any, on) and interest and related deferred payments and missed payments on debt securities will be paid by us without deducting or
withholding any present and future taxes, levies, imposts, duties, charges, fees, deductions, or withholdings whatsoever imposed, levied,
collected, withheld or assessed by or for the account of the United Kingdom or any political subdivision or taxing authority thereof or therein, or
if such deduction or withholding shall at any time be required by the United Kingdom or any such subdivision or authority, we will pay such
additional amounts as may be necessary so that the net amounts paid to the holders of the debt securities or the trustee, after such deduction or
withholding, shall equal the respective amounts to which the holders of the debt securities or the trustee would have been entitled had no
deduction or withholding been made, provided that the foregoing will not apply to any such tax, levy, impost, duty, charge, fee, deduction or
withholding which:

� would not be payable or due but for the fact that the holder or beneficial owner of the debt securities is domiciled in, or is a national
or resident of, or engaging in business or maintaining a permanent establishment or being physically present in, the United Kingdom
or such political subdivision, or otherwise has some connection or former connection with the United Kingdom or such political
subdivision other than the holding or ownership of a debt security, or the collection of principal, premium, if any, interest and missed
payments on, or the enforcement of, a debt security; or

� would not be payable or due but for the fact that the relevant debt security or coupon or other means of payment of interest or missed
payments in respect of debt securities (i) is presented for payment in the United Kingdom or (ii) is presented for payment more than
30 days after the date payment became due or was provided for, whichever is later, except to the extent that the holder would have
been entitled to such additional amount on presenting the same for payment at the close of such 30-day period; or

� is imposed on a payment to an individual and is required to be made pursuant to European Council Directive 2003/48/EC or any
other Directive implementing the conclusions of the ECOFIN Council meeting of November 26-27, 2000 on the taxation of savings
income, or any law implementing or complying with, or introduced in order to conform to, such Directive; or

� would not have been imposed if presentation for payment of the relevant debt securities had been made to a paying agent other than
the paying agent to which the presentation was made; or
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� is imposed because of the failure to comply by the holder or the beneficial owner of the debt securities or the beneficial owner of any
payment on such debt securities with a request from us addressed to the holder or the beneficial owner, including a request from us
related to a claim for relief under any applicable double tax treaty:

(a) to provide information concerning the nationality, residence, identity or connection with a taxing jurisdiction of the holder or
the beneficial owner; or

(b) to make any declaration or other similar claim to satisfy any information or reporting requirement,
if the information or declaration is required or imposed by a statute, treaty, regulation, ruling or administrative practice of the taxing jurisdiction
as a precondition to exemption from withholding or deduction of all or part of the tax, duty, assessment or other governmental charge; or

� is imposed in respect of any estate, inheritance, gift, sale, transfer, personal property, wealth or similar tax, duty assessment or other
governmental charge; or

� is imposed in respect any combination of the above items.
We have agreed in each indenture that at least one paying agent for each series of debt securities will be located outside the United Kingdom.
We also undertake that we will maintain a paying agent in a European Union member state that will not be obliged to withhold or deduct taxes
pursuant to European Council Directive 2003/48/EC or any other Directive implementing the conclusions of the ECOFIN Council meeting of
November 26-27, 2000.

References in this prospectus to principal of (and premium, if any, on) and interest on debt securities shall be deemed also to refer to any
additional amounts which may be payable under the foregoing provisions.

Redemption

In addition to the redemption provisions set forth in the prospectus supplement relating to the debt securities of a series, the debt securities of
any series may be redeemed, in whole but not in part, at our option, on not less than 30 nor more than 60 days� notice, at any time at a redemption
price equal to the principal amount (or in the case of principal indexed debt securities, face amount) thereof (or premium, if any), together with
accrued interest, if any, to the date fixed for redemption (or, in the case of discounted securities, the accreted face amount thereof, together with
accrued interest, if any, or, in the case of an index-linked debt security, the amount specified in the related prospectus supplement) and any debt
securities convertible into preference shares or other securities may, at our option, be converted as a whole, if, at any time, we determine that:

(a) in making payment under such debt securities in respect of principal (or premium, if any), interest or missed payment we have or will
or would become obligated to pay additional amounts as provided in the relevant indenture and as described under ��Additional
Amounts� above as a result of a change in or amendment to the laws of the United Kingdom or any political subdivision or taxing
authority thereof or therein affecting taxation, or change in the official application or interpretation of such laws, or any change in, or
in the official application or interpretation of, or execution of, or amendment to, any treaty or treaties affecting taxation to which the
United Kingdom is a party, which change, amendment or execution becomes effective on or after the date of original issuance of the
debt securities of such series; or

(b) the payment of interest in respect of such debt securities would be treated as a �distribution� within the meaning of Section 1000 of the
Corporation Tax Act 2010 of the United Kingdom (or any statutory modification or reenactment thereof for the time being) as a
result of a change in or amendment to the laws of the United Kingdom or any such political subdivision or tax authority, or any
change in the official application or interpretation of such laws, including a decision of any court, which change or amendment
becomes effective on or after the date of original issuance of the debt securities of such series;
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provided, however, that, in the case of (a) above, no notice of redemption shall be given earlier than 90 days prior to the earliest date on which
we would be obliged to pay such additional amounts were a payment in respect of such debt securities then due.

Any redemption of the undated subordinated debt securities may be subject to one or more solvency conditions, as specified in the relevant
prospectus supplement.

We and any of our subsidiary undertakings may, in accordance with applicable law, repurchase debt securities for our or their account. Under
the practices of the Financial Services Authority, (the �FSA�) at the date of this prospectus, any optional tax redemption and any other optional
redemption or repurchase requires the prior consent of the FSA.

Modification and Waiver

Modifications of and amendments to the relevant indenture with respect to the debt securities may be made by us and the trustee, without the
consent of the holders of the debt securities of such series for certain purposes and otherwise with the consent of the holders of a majority in
principal amount (or in the case of index-linked debt securities, face amount) of the debt securities of such series then outstanding; provided,
however, that no such modification or amendment may, without the consent of the holder of each outstanding debt security affected thereby:

� change the stated maturity of the principal of, or any instalment of interest or additional amounts payable on, any dated debt security
or change the terms of any undated debt security to include a stated maturity of the principal or change the payment dates for
payment of additional amounts on any undated debt security;

� reduce the principal amount (or in the case of index-linked debt securities, face amount), including the amount payable on a discount
security upon the acceleration of the maturity thereof, of any interest or any related deferred payment, missed payment or the rate of
interest on any of the foregoing, on or any premium payable upon redemption of, or additional amounts payable on, any debt
security;

� change the manner in which the amount of any principal, premium or interest in respect of index-linked debt securities is determined;

� except as permitted by the relevant indenture, change our obligation to pay additional amounts;

� reduce the amount of the principal of a discount security that would be due and payable upon an acceleration of the maturity of it;

� change the place of payment or currency in which any payment of the principal (premium, if any), any interest or any missed
payment is payable on any debt security, or the rate of interest on any of the foregoing;

� impair the right to institute suit for the enforcement of any payment on or with respect to any debt security;

� reduce the percentage of the aggregate principal amount (or in the case of index-linked debt securities, face amount) of the
outstanding debt securities of such series, the consent of whose holders is required for any such modification or amendment, or the
consent of the holders of which is required for waiver of compliance with certain provisions of the applicable indenture or waiver of
certain defaults, as provided in that indenture;

�
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� change the terms and conditions of the preference shares or conversion securities into which undated debt securities may be
convertible;

� change any of our obligations to maintain an office or agency in the places and for the purposes required by the relevant indenture;

� change in any manner adverse to the interests of the holders of the debt securities of such series the subordination provisions of any
series of debt securities; or

� modify or affect in any manner adverse to the interests of the holders of the debt securities of such series the terms and conditions of
our obligations regarding the due and punctual payment of the principal, premium, if any, interest, any missed payment or the rate of
interest on any of the foregoing.

The holders of not less than a majority in principal amount (or, in the case of any principal indexed debt securities, face amount) of the
outstanding debt securities of a series may, on behalf of all holders of debt securities of that series, waive, insofar as that series is concerned, our
compliance with certain restrictive provisions of the indenture before the time for such compliance. The holders of not less than a majority in
aggregate principal amount (or, in the case of any principal indexed debt securities, face amount) of the outstanding debt securities of a series
may, on behalf of all holders of debt securities of that series, waive any past event of default or default under the applicable indenture with
respect to debt securities of that series, except a default in the payment of any principal of (or, premium, if any, on) or any instalment of interest
or missed payment on any debt securities of that series and except a default in respect of a covenant or provision, the modification or amendment
of which would require the consent of the holder of each outstanding debt security affected by it.

In addition, material variations in the terms and conditions of debt securities of any series, including modifications relating to subordination,
redemption and events of default may require the consent of the FSA.

Consolidation, Merger and Sale of Assets

We may, without the consent of the holders of any of the debt securities, consolidate or amalgamate with, or merge into, any corporation, or
convey, sell, transfer or lease our properties and assets substantially as an entirety to any person, provided that:

� any successor corporation expressly assumes our obligations under the debt securities and the relevant indenture and, if applicable,
the provision for payment of additional amounts for withholding taxes are amended to include the jurisdiction of incorporation of the
successor corporation;

� immediately after giving effect to the transaction and treating any indebtedness that becomes our obligation, as a result of such
transaction as having been incurred by us at the time of the transaction, no event of default or default, and no event that, after notice
or lapse of time, or both, would become an event of default or a default, shall have occurred and be continuing; and

� certain other conditions are satisfied.
Assumption of Obligations

With respect to a series of debt securities, a holding company of us or any of our subsidiary undertakings or such holding company may assume
our obligations (or those of any corporation which shall have previously assumed our obligations); provided, that:

� the successor entity expressly assumes such obligations by an amendment to the relevant indenture, in a form satisfactory to the
trustee, and we shall, by an amendment to the relevant indenture, unconditionally guarantee all of such successor entity�s obligations
under the debt securities of such series and the relevant indenture, as so modified by such amendment (provided, however, that, for
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forth, in the relevant indenture and as described under the section headed ��Additional Amounts� above, references to such successor
entity�s country of organization will be added to the references to the United Kingdom);

� the successor entity confirms in such amendment to the relevant indenture that the successor entity will pay to the holders
such additional amounts as provided by, and subject to the limitations set forth in, the relevant indenture and as described
under the section headed ��Additional Amounts� above (provided, however, that for these purposes such successor entity�s
country of organization will be substituted for the references to the United Kingdom); and

� immediately after giving effect to such assumption of obligations, no event of default or default and no event which, after notice or
lapse of time or both, would become an event of default or default with respect to debt securities of such series shall have occurred
and be continuing.

Upon any such assumption, the successor entity will succeed to, and be substituted for, and may exercise all of our rights and powers under the
relevant indenture with respect to the debt securities of such series with the same effect as if the successor entity had been named under the
relevant indenture.

Defeasance and Discharge

If so specified in the applicable prospectus supplement with respect to debt securities of a series that are payable only in US dollars, we will be
discharged from any and all obligations in respect of the debt securities of such series (with certain exceptions) if, at any time, inter alia, we
shall have delivered to the trustee for cancellation all debt securities of such series theretofore authenticated, or all debt securities of such series
not theretofore delivered to the trustee for cancellation which have or will become due and payable in accordance with their terms within one
year or are to be, or have been, called for redemption, exchange or conversion within one year under arrangements satisfactory to the trustee for
the giving of notice of redemption and, in either case, we shall have irrevocably deposited with the trustee, in trust:

� cash in US dollars in an amount; or

� US government obligations which through the payment of interest thereon and principal thereof will provide not later than the due
date of any payment, cash in US dollars in an amount; or

� any combination of the foregoing,
sufficient to pay all the principal of (and premium, if any), and interest on, the debt securities of such series in accordance with the terms of the
debt securities of such series and all other amounts payable by us under the relevant indenture. Any defeasance will be subject to the consent of
the FSA if required.

The indentures for the dated subordinated debt securities and the senior debt securities also provide that we need not comply with certain
covenants (�covenant defeasance�) of such indenture with respect to dated debt securities of a series if:

� we irrevocably deposit, in trust with the trustee, (a) cash in US dollars in an amount, or (b) US government obligations which
through the payment of interest thereon and principal thereof in accordance with their terms will provide cash in US dollars not later
than the due date of any payment, in an amount, or (c) any combination of (a) and (b), sufficient in the opinion (with respect to
(b) and (c)) of an internationally recognized firm of independent public accountants expressed in a written certification thereof
delivered to the trustee to pay all the principal of (and premium, if any) and interest on, the dated debt securities of such series in
accordance with the terms of such dated debt securities of such series;

�
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� we deliver to the trustee an officer�s certificate stating that all conditions precedent relating to such covenant defeasance have been
complied with; and

� certain other conditions are complied with.
Any covenant defeasance will be subject to the consent of the FSA if required.

Conversion

Dated debt securities. The prospectus supplement relating to a particular series of debt securities may provide for the exchange or conversion of
such dated subordinated or senior debt securities.

Undated debt securities. Except as otherwise specified in the prospectus supplement relating to a particular series of debt securities, we will have
the option to convert, in whole but not in part, the undated debt securities of any series into preference shares on any payment date. The related
prospectus supplement will describe the other terms and conditions of the conversion provisions.

Concerning the Trustee

Except during the continuance of an event of default or a default, the trustee will only be liable for performing those duties specifically set forth
in the relevant indenture. In the event that an event of default or default occurs (and is not cured or waived), the trustee will be required to
exercise its power with the degree of care and skill of a prudent person in the conduct of such person�s own affairs.

Governing Law

Except as stated above, each indenture and the debt securities of each series will be governed by and construed in accordance with the laws of
the State of New York. See ��Subordination.�

Jurisdiction; Consent to Service

We have consented to the jurisdiction of the courts of the State of New York and the US courts located in the City of New York with respect to
any action that may be brought in connection with the indentures or the debt securities of any series and have appointed HSBC Bank USA, N.A.
as agent for service of process.
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DESCRIPTION OF DOLLAR PREFERENCE SHARES

The following is a summary of the material terms of the dollar preference shares of any series. The material terms of a particular series of the
dollar preference shares offered in the form of American depositary shares, or preference share ADSs, of a corresponding series will be
summarized in the prospectus supplement relating to the dollar preference shares of that series. The material terms of a particular series of dollar
preference shares may differ from the terms stated below, which will be indicated in the relevant prospectus supplement. Holders of the dollar
preference shares are encouraged to read our Memorandum and Articles of Association (the �Articles of Association�), shareholders resolutions
passed at our annual general meeting (�AGM�) relating to the directors� authority to allot dollar preference shares, and any resolutions adopted by
our board of directors or one of its authorized committees that set forth the material terms of a particular series of the dollar preference shares.
Copies of the Articles of Association and the relevant resolutions have been filed as exhibits to the registration statement.

General

Our board of directors is generally and unconditionally authorized pursuant to and for the purposes of section 551 of the UK Companies Act
2006 to exercise all the powers of the Company to allot shares in the Company and to grant rights to subscribe for, or to convert any security
into, shares in the Company up to a specified aggregate nominal amount. In relation to dollar preference shares, this aggregate nominal amount
is US$100,000 (in the form of 10,000,000 non-cumulative preference shares of $0.01 each). Our practice is to seek general authorities to allot
shares at our AGM each year. The purpose of seeking these authorities is to enable the directors to issue new shares without having first to
obtain the consent of shareholders in general meeting. At the 2011 AGM, the directors were given general authorities to allot shares. These
authorities will expire at the conclusion of the 2012 AGM. At future AGMs, we will need to seek a new general authority to allot shares. This
authority is granted by the shareholders passing an ordinary resolution.

Pursuant to this general authority to allot, and in accordance with the powers granted to them by our Articles of Association, our board of
directors or a committee authorized by it can authorize the issuance of one or more series of dollar preference shares with such dividend rights,
liquidation value per share, redemption provisions, voting rights and other rights, preferences, privileges, limitations and restrictions as it sees fit
subject to the limitations set out in our Articles of Association. The dollar preference shares will rank equal with any pounds
sterling-denominated preference shares of £0.01 nominal value each and any euro-denominated preference shares of �0.01 nominal value each in
our capital and with all other shares that rank equal to the sterling, euro or dollar preference shares.

The dollar preference shares of each series will have a nominal value per share, dividend rights, redemption price and liquidation value per share
stated in US dollar-denominated terms and will be issued only in fully paid form. For each dollar preference share of a particular series that is
issued, an amount equal to the share�s nominal value will be credited to our issued share capital account, and an amount equal to the difference, if
any, between the share�s issue price and its nominal value will be credited to our share premium account. Unless otherwise specified in the
prospectus supplement relating to the dollar preference shares of a particular series, the dollar preference shares will have a nominal value of
$0.01 per share.

The dollar preference shares of any series will initially be issued in bearer form and deposited with The Bank of New York Mellon, the
depositary, against the issuance of American Depositary Shares, or ADSs, evidenced by American Depositary Receipts, upon receipt of payment
for the dollar preference shares. The dollar preference shares of a particular series deposited under the deposit agreement will be represented by
preference share ADSs of a corresponding series. Dollar preference shares of any series withdrawn from deposit under the deposit agreement
will be represented by share certificates in registered form without dividend coupons. These share certificates will be delivered at the time of
withdrawal. Dollar preference shares of more than one series that are deposited under the deposit agreement as units will be represented by a unit
of each corresponding series
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of preference share ADSs. These preference share ADSs will be represented by a unit of each corresponding series of ADRs. When withdrawn
from deposit, the units of dollar preference shares will be represented by one share certificate in registered form, without dividend coupons. The
certificate will be delivered at the time of withdrawal and may be exchanged by the holder for separate share certificates in registered form,
without dividend coupons, representing the dollar preference shares of that series. Dollar preference shares of each series that are withdrawn
from deposit will be transferable separately. See �Description of Preference Share ADSs.�

The holder can transfer title to dollar preference shares of any series in registered form only by transfer and registration on the register for the
dollar preference shares of the relevant series. Dollar preference shares of any series in registered form cannot be exchanged, in whole or in part,
for dollar preference shares of the series in bearer form. The registration of transfer of dollar preference shares of any series can be made only on
the register for the dollar preference shares of the series kept by the registrar at its office in the United Kingdom. See �Registrar and Paying Agent�
below. The registrar will not charge the person requesting the registration a fee. However, the person requesting registration will be liable for
any taxes, stamp duties or other governmental charges that must be paid in connection with the registration. See �Taxation�UK Taxation�Stamp
Taxes.� Neither the Articles of Association nor English law currently limit the right of non-resident or foreign owners to acquire freely dollar
preference shares of any series or, when entitled to vote dollar preference shares of a particular series, to vote freely the dollar preference shares.
There are currently no English laws or regulations that would restrict the remittance of dividends or other payments to non-resident holders of
dollar preference shares of any series.

The dollar preference shares of any series will have the dividend rights, rights upon liquidation, redemption provisions and voting rights
summarized below, unless the prospectus supplement relating to the dollar preference shares of a particular series states otherwise. The holder of
the dollar preference shares should pay particular attention to the following specific terms relating to its particular series of shares, including:

� the designation of the dollar preference shares of the series and number of shares offered in the form of preference share ADSs;

� the liquidation value per share of the dollar preference shares of the series;

� the price at which the dollar preference shares of the series will be issued;

� the dividend rate (or method of calculation of the dividend) and the dates on which dividends will be payable;

� any redemption provisions; and

� any other rights, preferences, privileges, limitations and restrictions related to the dollar preference shares of the series.
Dividends

The holders of the dollar preference shares of a particular series will be entitled to receive any cash dividends declared by us out of the profits
available for distribution on the dates and at the rates or amounts stated, or as determined by the method of calculation described in the
prospectus supplement relating to that series.

The declaration and payment of dividends on each series of dollar preference shares will be subject to the sole and absolute discretion of our
board of directors. Our board of directors will not, however, declare and pay dividends on each series of dollar preference shares on each
dividend payment date where, in our opinion:

� payment of the dividend would cause us not to meet applicable capital adequacy requirements of the FSA; or
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� the profits available to us to distribute as dividends are not sufficient to enable us to pay in full both dividends on the series of dollar
preference shares and the dividends on any other of our shares that are scheduled to be paid on the same date as the dividends on the
series of dollar preference shares and that have an equal right to dividends as the dollar preference shares of that series.

Unless the prospectus supplement relating to the dollar preference shares of a particular series states otherwise, if the profits available to us to
distribute as dividends are, in our board of directors� opinion, not sufficient to enable us to pay in full on the same date both dividends on the
dollar preference shares of the series and the dividends on any other shares that have an equal right to dividends as the dollar preference shares
of that series, we are required, first, to pay in full, or to set aside an amount equal to, all dividends scheduled to be paid on or before that
dividend payment date on any shares with a right to dividends ranking in priority to that of the dollar preference shares, and second, to pay
dividends on the dollar preference shares of the series and any other shares ranking equally with the dollar preference shares of that series as to
participation in profits pro rata to the amount of the cash dividend scheduled to be paid to them. The amount scheduled to be paid will include
the amount of any dividend payable on that date and any arrears on past cumulative dividends on any shares ranking equal in the right to
dividends with the dollar preference shares of that series. In accordance with the Companies Act 2006, the profits available to us for distribution
are, in general and with some adjustments, equal to our accumulated, realized profits less our accumulated, realized losses.

The dividends to be paid on the dollar preference shares of any series for each dividend period will be computed based upon the amount paid up
or credited as paid up on each of the dollar preference shares of that series. The dividend will be calculated by annualizing the applicable
dividend amount or rate and dividing by the number of dividend periods in a year. The dividends to be paid will be computed on the basis of a
360-day year of twelve 30-day months for any dividend period that is shorter or longer than a full dividend period and on the basis of the actual
number of days elapsed for any partial month.

Dividends on the dollar preference shares of any series will be non-cumulative. If the dividend, or a portion of it, on the dollar preference shares
of a particular series is not required to be paid and is not paid on the relevant date scheduled for payment, then the holders of dollar preference
shares of the series will lose the right they had to the dividend and will not earn any interest on the unpaid amount, regardless of whether
dividends on the dollar preference shares of the series are paid for any future dividend period.

We will fix a date to pay dividends on the dollar preference shares of any series to the record holders who are listed on the register as the holders
of the dollar preference shares on the relevant record date, including The Bank of New York Mellon as holder of the shares underlying the
preference share ADSs. The relevant record date will be between 15 and 60 days prior to the relevant dates for dividend payment fixed by us.
Unless the law requires otherwise, we will pay the dividend in the form of a US dollar check drawn on a bank in London or in New York City
and mailed to the holder at the address that appears on the register for the dollar preference shares. If the date we have scheduled to pay
dividends on the dollar preference shares of any series is not a day on which banks in London and in New York City are open for business and
on which foreign exchange dealings can be conducted in London and in New York City, then the dividend will be paid on the following business
day, and we will not be required to pay any interest or other payment because of the delay. Dividends declared but not yet paid do not bear
interest. For a description of how dividends will be distributed to holders of preference share ADSs, see �Description of Preference Share
ADSs�Share Dividends and Other Distributions.�

If we have not paid the dividend on the dollar preference shares of any series in full on the most recent date scheduled for dividend payment in
respect of a dividend period, we will not be permitted thereafter to declare or pay dividends or distributions on any class of our shares ranking
lower in the right to dividends than the dollar preference shares of any series, unless we pay in full, or set aside an amount to provide for
payment in full of, the dividends on the dollar preference shares of the series for the then-current dividend period or for such other period as may
be specified in the prospectus supplement relating to the dollar preference shares of that series.
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Unless the prospectus supplement relating to the dollar preference shares of a particular series states otherwise, if we have not paid in full a
dividend payable on the dollar preference shares of any series on the most recent dividend payment date, we will not be permitted thereafter to
redeem or purchase in any manner any of our other shares ranking equal with or lower than the relevant dollar preference shares, and we will not
be permitted to contribute money to a sinking fund to redeem or purchase the other shares in any manner, until the dividends on the relevant
dollar preference shares have been paid in full or an amount equal to payment in full has been set aside for the then-current dividend period or
for such other period as may be specified in the prospectus supplement relating to the dollar preference shares of that series. Except as provided
in this prospectus and in the prospectus supplement relating to the dollar preference shares of a particular series, the holders of the dollar
preference shares of any series do not have the right to share in our profits.

Liquidation Rights

If we are wound up and capital is returned to the shareholders or otherwise (but not, unless otherwise specified in the prospectus supplement
relating to the dollar preference shares of a particular series, on a redemption, purchase by us or reduction of any of our share capital), the
holders of the dollar preference shares of a particular series that are outstanding at the time and the holders of any other of our shares ranking in
payment of capital equal or in priority to the series will be entitled to receive payment in US dollars out of our assets available for distribution to
shareholders. This distribution will be made in priority to any distribution of assets to holders of any class of our shares ranking lower in the
right to repayment of capital than the dollar preference shares of the series. The payment will be equal to the amount paid up (or credited as paid
up) on each dollar preference share together with any premium on such share as may be determined in, or by a mechanism contained in, the
prospectus supplement relating to such dollar preference share plus any dividends declared but not paid for the dividend period ending prior to
the commencement of the winding up and any dividends accrued and not paid for the dividend period commencing prior to the commencement
of the winding up but ending after such date, to the extent such dividend would otherwise (but for the winding up) have been payable, provided
that sufficient assets exist to make such distribution having satisfied any amounts payable to the holders of shares ranking in priority to the dollar
preference shares as regards the repayment of capital. If at the time we are wound up, the amounts payable with respect to the dollar preference
shares of any series and any of our other preference shares ranking equal as regards repayment of capital with the dollar preference shares of the
series are not paid in full, the holders of the dollar preference shares of the series and of the other preference shares will share ratably in any
distribution of our assets in proportion to the full respective amounts to which they are entitled. After payment of the full amount to which they
are entitled, the holders of the dollar preference shares of the series will have no right or claim to any of our remaining assets and will not be
entitled to receive any of our profits or a return of capital in a winding up.

Redemption and Purchase

Subject to the Companies Act 1985 and Companies Act 2006, we have the right to redeem the whole (but not part only) of any series of dollar
preference shares at certain times specified in the Articles of Association after the fifth anniversary of the date of original issue of the dollar
preference shares of the series, unless otherwise specified in the prospectus supplement relating to the dollar preference shares of the particular
series. In respect of each dollar preference share redeemed, we shall pay in US dollars the aggregate of the nominal value of such dollar
preference share and any premium credited as paid up on such share together with any dividend payable on the date of redemption.

If we wish to redeem dollar preference shares of any series, we must provide notice to the depositary and each record holder of the dollar
preference shares to be redeemed, between 30 and 60 days prior to the date fixed for redemption. The notice of redemption must state:

� the redemption date;

� the particular dollar preference shares to be redeemed;
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� the redemption price; and

� the place or places where documents of title relating to the dollar preference shares are to be presented for redemption and payment
for them will be made.

The redemption process will not be considered invalid due to a defect in the notice of redemption or in the mailing. The dividend on the dollar
preference shares due for redemption will stop accruing starting on the relevant redemption date, except in the case where the payment to be
made on any dollar preference share is improperly withheld or refused upon redemption. In that case, the dividend will continue to accrue from
the relevant redemption date to the date of payment. In this case, a dollar preference share will not be treated as having been redeemed until the
relevant redemption payment and any accrued dividend on those amounts has been paid. Subject to any applicable fiscal or other laws and
regulations, we will make the redemption payment by a US dollar check drawn on, or, if the holder requests, by transfer to a dollar account
maintained by the person to be paid with, a bank in London or in New York City. The holder of the dollar preference shares to be redeemed
must deliver to us the relevant share certificates at the place specified in the Notice of Redemption. In the event that any date on which any
payment relating to the redemption of dollar preference shares of any series is to be made is not a business day, then payment of the redemption
price payable on that date will be made on the following business day, with no interest or other additional payment due because of the delay.

We may at any time purchase outstanding dollar preference shares of any series in the open market, by tender to all holders of dollar preference
shares of that series alike or by private agreement. These purchases will be made in accordance with the Articles of Association, applicable law
(including the Companies Act 1985, the Companies Act 2006 and US federal securities laws) and applicable regulations of the FSA in its
capacity as the United Kingdom Listing Authority. Any dollar preference shares of any series purchased or redeemed by us for our own account
(other than in the ordinary course of the business of dealing in securities) will be cancelled by us and will no longer be issued and outstanding.
Under existing FSA requirements, we can redeem or purchase preference shares of any series only with the prior consent of the FSA.

Voting Rights

The holders of the dollar preference shares having a registered address within the United Kingdom are entitled to receive notice of our general
meetings but will not be entitled to attend or vote at those meetings, except as set forth below or as provided for in the prospectus supplement
relating to any particular series of dollar preference shares.

If our board determines for a particular series of preference shares, the holders of dollar preference shares of such series will be entitled to
receive notice of, attend and vote at our general meetings if we have failed to pay in full the dividend payable on the dollar preference shares for
the dividend period or periods determined by our board for such series. If so determined by our board for a particular series of preference shares,
the holders of dollar preference shares of such series will be entitled to vote on all matters put before all our general meetings until such time as
we shall have paid in full the dividends on the dollar preference shares.

Whenever entitled to vote at our general meetings, on a show of hands, each holder of dollar preference shares present in person shall have one
vote and on a poll each holder of dollar preference shares present in person or by proxy shall have one vote per share.

In addition, holders of the dollar preference shares may have the right to vote separately as a class in certain circumstances as described below
under the heading �Variation of Rights.�
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Variation of Rights

The rights, preferences or restrictions attached to the dollar preference shares may be varied by the consent in writing of the holders of
three-quarters of the dollar preference shares of all series in issue or by the sanction of an extraordinary resolution passed at a separate general
meeting of the holders of dollar preference shares as a single class regardless of series.

The rights, preferences or restrictions of any particular series of dollar preference shares may be varied adversely on a different basis to other
series of dollar preference shares by the consent in writing of the holders of three-quarters of the dollar preference shares of that particular series
or by the sanction of an extraordinary resolution passed at a separate general meeting of the holders of dollar preference shares of that series.

An extraordinary resolution requires the approval of three-quarters of the holders voting in person or by proxy at the meeting. Two persons
holding or representing by proxy at least one-third of the outstanding dollar preference shares of any series must be present for the meeting to be
valid. An adjourned meeting will be valid when any one holder is present in person or by proxy.

We may create or issue any shares of any class, or any securities convertible into shares of any class, that rank equally with the dollar preference
shares of any series in the right to share in our profits or assets, whether the rights attaching to such shares are identical to or differ in any respect
from the dollar preference shares, without the rights of the dollar preference shares of any series being deemed to be varied or abrogated.

The rights attached to the dollar preference shares will not be deemed to be varied or abrogated by a reduction of any share capital or purchase
by us or redemption of any of our share capital in each case ranking as regards participation in the profits and assets of the company in priority
to or equally with or after such dollar preference share.

Registrar and Paying Agent

HSBC Holdings plc, located at 8 Canada Square, London E14 5HQ, England, will act as the registrar for the dollar preference shares of each
series. The Secretary�s Office of HSBC Holdings plc, also located at 8 Canada Square, London E14 5HQ, England, will act as paying agent for
the dollar preference shares of each series.
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DESCRIPTION OF PREFERENCE SHARE ADSs

General

The following is a summary of the material provisions of the deposit agreement relating to HSBC�s preference share ADRs, or the preference
share ADRs deposit agreement, between us, The Bank of New York Mellon, as the depositary, and all holders and beneficial owners from time
to time of American Depositary Receipts, or ADRs, issued under that agreement. References in this section to ADSs shall refer to preference
share ADSs.

This summary is subject to and qualified in its entirety by reference to the preference share ADRs deposit agreement, including the form of
ADRs attached thereto. Terms used in this section and not otherwise defined will have the meanings set forth in the preference share ADRs
deposit agreement. Copies of the preference share ADRs deposit agreement and our Articles of Association are available for inspection at the
Corporate Trust Office of the depositary, located at 101 Barclay Street, New York, New York 10286. The Depositary�s principal executive office
is located at One Wall Street, New York, New York, 10286.

American Depositary Receipts

The Bank of New York Mellon will deliver American Depositary Shares, or ADSs, evidenced by ADRs. Each ADS will represent ownership
interests in one dollar preference share and the rights attributable to one dollar preference share that we will deposit with the custodian, which is
currently The Bank of New York Mellon. Each ADS will also represent securities, cash or other property deposited with The Bank of New York
Mellon but not distributed to holders of ADSs.

As The Bank of New York Mellon will actually be the holder of the underlying dollar preference shares, you will generally exercise the rights of
a shareholder, through The Bank of New York Mellon. A preference share ADRs deposit agreement among us, The Bank of New York Mellon
and you, as an ADS holder, sets out the obligations of The Bank of New York Mellon. New York law governs the preference share ADRs
deposit agreement and the ADRs evidencing the ADSs.

You may hold ADSs either directly or indirectly through your broker or financial institution. If you hold ADSs directly, you are an ADS holder.
This description assumes you hold your ADSs directly. If you hold the ADSs indirectly, you must rely on the procedures of your broker or
financial institution to assert the rights of ADS holders described in this section. You should consult with your broker or financial institution to
find out what those procedures are.

Share Dividends and Other Distributions

How Will You Receive Dividends and Other Distributions on the Dollar Preference Shares?

The Bank of New York Mellon will pay to you the cash dividends or other distributions it or the custodian receives on the dollar preference
shares or other deposited securities, after deducting its fees and expenses. You will receive these distributions in proportion to the number of
dollar preference shares your ADSs represent.

� Cash. The Bank of New York Mellon will convert any cash dividend or distribution we pay on the dollar preference shares, other
than any dividend or distribution paid in US dollars, into US dollars if it can, in its reasonable judgment, do so on a reasonable basis
and can transfer US dollars into the United States. If that is not possible, or if any approval from any government is needed and
cannot, in the opinion of the depositary, be obtained or is not obtained, the preference share ADRs deposit agreement allows The
Bank of New York Mellon to distribute the foreign currency only to those ADS holders to whom it is possible to do so or to hold the
foreign currency it cannot convert for the account of the ADS holders who have not been paid. It will not invest the foreign currency
and it will not be liable for any interest.
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Before making a distribution, The Bank of New York Mellon will deduct any withholding taxes that must be paid under applicable laws. It will
distribute only whole US dollars and cents and will round any fractional amounts to the nearest whole cent. If the exchange rates fluctuate during
a time when The Bank of New York Mellon cannot convert the foreign currency, you may lose some or all of the value of the distribution.

� Shares. The Bank of New York Mellon will distribute new ADSs representing any shares we distribute as a dividend or free
distribution, if we request that The Bank of New York Mellon make this distribution and if we furnish The Bank of New York
Mellon promptly with satisfactory evidence, including certificates or opinions, that it is legal to do so. The Bank of New York
Mellon will only distribute whole ADSs. It will sell shares which would require it to deliver a fractional ADS and distribute the net
proceeds to the holders entitled to those shares. If The Bank of New York Mellon does not distribute additional cash or ADSs, each
ADS will also represent the new shares.

� Rights to Purchase Additional Shares. If we offer holders of securities any rights, including rights to subscribe for additional shares,
The Bank of New York Mellon may take actions necessary to make these rights available to you. We must first instruct The Bank of
New York Mellon to do so and furnish it with satisfactory evidence, including certificates or opinions, that it is legal to do so. If we
do not furnish this evidence and/or give these instructions, and The Bank of New York Mellon determines that it is practical to sell
the rights, The Bank of New York Mellon may sell the rights and allocate the net proceeds to holders� accounts. The Bank of New
York Mellon may allow rights that are not distributed or sold to lapse. In that case, you will receive no value for them.

If The Bank of New York Mellon makes rights available to you, upon instruction from you it will exercise the rights and purchase the shares on
your behalf. The Bank of New York Mellon will then deposit the shares and deliver ADSs to you. It will only exercise rights if you pay The
Bank of New York Mellon the exercise price and any charges the rights require you to pay.

US securities laws may restrict the sale, deposit, cancellation, and transfer of the ADSs delivered after exercise of rights. We have no obligation
to file a registration statement under the Securities Act in order to make any rights available to you.

� Other Distributions. The Bank of New York Mellon will send to you anything else we distribute on deposited securities by any
means The Bank of New York Mellon thinks is equitable and practical. If, in the depositary�s opinion, it cannot make the distribution
in that way, The Bank of New York Mellon may adopt another method of distribution that it considers to be equitable and
practical�for example by public or private sale�and distribute the net proceeds, in the same way as it does with cash, or it may decide to
hold what we distributed, in which case the ADSs will also represent the newly distributed property.

The Bank of New York Mellon is not responsible if it decides that it is unlawful or impractical to make a distribution available to any ADS
holder. We will have no obligation to take any other action to permit the distribution of ADSs, shares, rights or anything else to ADS holders.
This means that you may not receive the distribution we make on our dollar preference shares or any value for them if it is illegal or impractical
for us to make them available to you.

Deposit, Withdrawal and Cancellation

How does the Depositary deliver ADSs?

The Bank of New York Mellon will deliver the ADSs that you are entitled to receive in the offer against deposit of the underlying dollar
preference shares. The Bank of New York Mellon will deliver additional ADSs if you or your broker deposit dollar preference shares with the
custodian. You must also deliver evidence satisfactory to The Bank of New York Mellon of any necessary approvals of the governmental agency
in the United Kingdom, if any, which is responsible for regulating currency exchange at that time. If required by The
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Bank of New York Mellon, you must in addition deliver an agreement transferring your rights as a shareholder to receive dividends or other
property. Upon payment of its fees and of any taxes or charges, such as stamp taxes or stock transfer taxes, The Bank of New York Mellon will
register the appropriate number of ADSs in the names you request in writing and will deliver the ADSs at its Corporate Trust Office to the
persons you request in writing. The Bank of New York Mellon is not obliged to accept for deposit underlying dollar preference shares of a
particular series, if, in its reasonable judgment, after consultation with us, such acceptance and maintenance or discharge of its obligations under
the preference share ADRs deposit agreement would be unusually onerous because of the terms of such preference shares. However, if the
depositary has accepted any underlying preference shares of a particular series, it must accept for deposit further underlying preference shares of
such series.

How do ADS holders cancel an ADS and obtain dollar preference shares?

You may submit a written request to withdraw dollar preference shares and turn in your ADRs evidencing your ADSs at the Corporate Trust
Office of The Bank of New York Mellon. Upon payment of its fees and of any taxes or charges, such as stamp taxes or stock transfer taxes, The
Bank of New York Mellon will, subject to any applicable restrictions, deliver the deposited securities underlying the ADSs to an account
designated by you at the office of the custodian. At your request, risk and expense, The Bank of New York Mellon may deliver at its Corporate
Trust Office any proceeds from the sale of any dividends, distributions or rights, which may be held by The Bank of New York Mellon.

Provided that all preconditions to withdrawal and cancellation of the deposited securities have been fulfilled, the depositary may only restrict the
withdrawal of deposited securities in connection with:

� temporary delays caused by closing our transfer books or those of the depositary or the deposit of shares in connection with voting at
a shareholders� meeting, or the payment of dividends;

� the payment of fees, taxes and similar charges;

� compliance with any US or foreign laws or governmental regulations relating to the ADSs or to the withdrawal of deposited
securities; or

� any other circumstances permitted under the general instructions to the SEC Form on which ADSs are registered.
This right of withdrawal may not be limited by any other provision of the preference share ADRs deposit agreement.

Redemption of ADSs

If we exercise our right to redeem the dollar preference shares of a particular series, The Bank of New York Mellon will deliver for redemption
dollar preference shares that have been deposited with The Bank of New York Mellon and that we have called for redemption, to the extent
holders have surrendered ADRs evidencing ADSs representing such dollar preference shares. To the extent The Bank of New York Mellon
receives them, it shall distribute entitlements with respect to the dollar preference shares being redeemed in accordance with the terms of the
preference share ADRs deposit agreement and shall deliver new ADRs evidencing ADSs representing the dollar preference shares not so
redeemed. If we redeem less than all of the deposited dollar preference shares of a particular series, The Bank of New York Mellon may
determine which ADRs to call for surrender in any manner that it reasonably determines to be fair and practical.

Record Dates

Whenever any distribution of cash or rights, change in the number of dollar preference shares represented by ADSs or notice of a meeting of
holders of shares or ADSs is made, The Bank of New York Mellon will fix a record date for the determination of the holders entitled to receive
the benefits, rights or notice.
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Voting of Deposited Securities

How do you vote?

If you are an ADS holder on a record date fixed by The Bank of New York Mellon, you may exercise the voting rights of the same class of
securities as the dollar preference shares represented by your ADSs, but only if we ask The Bank of New York Mellon to ask for your
instructions. Otherwise, you will not be able to exercise your right to vote unless you withdraw the dollar preference shares. However, you may
not know about the meeting enough in advance to withdraw the dollar preference shares.

If we ask for your instructions, The Bank of New York Mellon, at our direction, will notify you of the upcoming meeting and arrange to deliver
certain materials to you. The materials will:

� include all information included with the meeting notice sent by us to The Bank of New York Mellon;

� include a statement that if you were a holder on a specified record date, you will be entitled, subject to applicable restrictions, to
instruct the depositary as to the exercise of voting rights; and

� explain how you may instruct The Bank of New York Mellon to vote the dollar preference shares or other deposited securities
underlying your ADSs as you direct.

For instructions to be valid, The Bank of New York Mellon must receive them on or before the date specified in the instructions. The Bank of
New York Mellon will try, to the extent practical, subject to applicable law and the provisions of our Articles of Association, to vote or have its
agents vote the underlying dollar preference shares as you instruct. The Bank of New York Mellon will only vote, or attempt to vote, as you
instruct.

We cannot assure you that you will receive the voting materials in time to ensure that you can instruct The Bank of New York Mellon to vote
your dollar preference shares. In addition, The Bank of New York Mellon and its agents are not responsible for failing to carry out voting
instructions or for the manner of carrying out voting instructions. This means that you may not be able to exercise your right to vote and there
may be nothing you can do if your shares are not voted as you requested.

Inspection of Transfer Books

The Bank of New York Mellon will keep books for the registration and transfer of ADSs. These books will be open at all reasonable times for
inspection by you, provided that you are inspecting the books for a purpose related to us or the preference share ADRs deposit agreement or the
ADSs.

Reports and Other Communications

The Bank of New York Mellon will make available for your inspection any reports or communications, including any proxy material, received
from us, as long as these materials are received by The Bank of New York Mellon as the holder of the deposited securities and are generally
available to our shareholders. At our written request, The Bank of New York Mellon will also send copies of reports, notices and
communications to you.
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Fees and Expenses

The Bank of New York Mellon, as depositary, will charge any party depositing or withdrawing dollar preference shares or any party
surrendering ADRs or to whom ADSs are delivered or holders of ADRs, as applicable:

For: ADS holders must pay:

�    each issuance of an ADS, including as a result of a distribution of
shares or rights or other property or upon exercise of a warrant to
purchase an ADS

�    $5.00 or less per 100 ADSs or portion thereof

�    each cancellation of an ADS, including if the preference share ADRs
deposit agreement terminates

�    $5.00 or less per 100 ADSs or portion thereof

�    transfer and registration of shares on our share register from your name
to the name of The Bank of New York Mellon or its nominee or the
custodian or its nominee when you deposit or withdraw dollar preference
shares

�    registration or transfer fees

�    distribution of securities �    an amount equal to the fee that would have been charged for the
issuance of ADSs if the securities were dollar preference shares
being deposited

�    conversion of foreign currency to US dollars �    expenses of The Bank of New York Mellon

�    cable, telex and facsimile transmission expenses, if expressly provided
in the preference share ADRs deposit agreement

�    expenses of The Bank of New York Mellon

�    servicing of dollar preference shares of any series or other deposited
securities

�    expenses of The Bank of New York Mellon

�    as necessary �    taxes and governmental charges which The Bank of New York
Mellon or the custodian has to pay on any ADS or dollar preference
share underlying an ADS, for example withholding taxes, stock
transfer taxes or stamp duty taxes

Payment of Taxes

You will be responsible for any taxes or other governmental charges payable on your ADSs or on the deposited securities underlying your
ADSs. The Bank of New York Mellon may deduct the amount of any taxes owed from any payments to you. It may also restrict or refuse the
transfer of your ADSs or restrict or refuse the withdrawal of your underlying deposited securities until you pay any taxes owed on your ADSs or
underlying securities. It may also sell deposited securities to pay any taxes owed. You will remain liable if the proceeds of the sale are not
enough to pay the taxes. If The Bank of New York Mellon sells deposited securities, it will, if appropriate, reduce the number of ADSs held by
you to reflect the sale and pay to you any proceeds, or send to you any property, remaining after it has paid the taxes.

Reclassifications, Recapitalizations and Mergers

If we:

� change the par or nominal value of any of the dollar preference shares;
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� reclassify, split or consolidate any of the dollar preference shares;

Total
non-interest
expense $ 561,103 1,054,671 476,740 968,841

The following table summarizes non-interest expense for the three months ended September 30, 2006 and 2005,
respectively.

Three months ended Three months ended
September 30, 2006(*) September 30, 2005(*)

Transaction Transaction
Financial Processing Financial Processing

(In thousands) Services Services Services Services
Salaries and other personnel expense $ 113,842 142,586 93,085 120,859
Net occupancy and equipment expense 25,566 74,941 22,713 76,063
Other operating expenses 51,899 52,748 45,356 72,892
Reimbursable items � 99,477 � 79,870

Total non-interest expense $ 191,307 369,752 161,154 349,684

(*) The added totals
are greater than
the consolidated
totals due to
inter-segment
balances which
are eliminated
in consolidation.
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Financial Services:
Financial Services� non-interest expense increased by 17.7% and 18.7% for the nine and three months ended
September 30, 2006 compared to the same periods in the previous year, respectively. The 2006 results include the
impact of expensing stock options beginning January 1, 2006, which resulted in an expense of $10.8 million and
$2.9 million for the nine and three months ended September 30, 2006, respectively. Additionally, the 2006 financial
results reflect a higher level of expenses related to non-vested stock awards, as these have now become the primary
form of stock-based compensation. Excluding the impact of stock options, the incremental impact (as compared to
2005 levels) of non-vested stock expense and acquisitions completed in 2006, total non-interest expense increased by
13.1% and 13.2% for the nine and three months ended September 30, 2006, respectively. Key drivers of the increase
in non-interest expense also include increased employment expenses associated with additional employees, annual
compensation adjustments, and higher levels of incentive compensation. Additionally, investments in additional
branch locations (approximately 12 branches in the past 18 months) and incremental expenses associated with our
retail strategy contributed to the increase.
Total headcount for the Financial Services segment at September 30, 2006 was 7,043 compared to 6,639 at
December 31, 2005 and 6,527 at September 30, 2005. Total headcount at September 30, 2006 included the addition of
87 team members as a result of the Riverside acquisition on March 25, 2006, and 63 team members as a result of the
First Florida acquisition on April 1, 2006.
Transaction Processing Services:
Total non-interest expense increased 8.9% and 5.7% for the nine and three months ended September 30, 2006,
respectively, compared to the same periods in 2005. The increase in non-interest expense includes a decrease of
$2.5 million and an increase of $1.6 million for the nine and three months ended September 30, 2006, respectively,
related to the effects of currency translation of TSYS� foreign-based subsidiaries, branches and divisions. Excluding
reimbursable items, total non-interest expense increased 6.2% and 0.2% for the nine and three months ended
September 30, 2006, respectively, compared to the same periods in 2005. The increases are due to changes in each of
the expense categories as described below.
Salaries and other personnel expenses increased $45.1 million, or 13.3%, and $21.7 million, or 18.0%, for the nine
and three months ended September 30, 2006 compared to the same periods in 2005, respectively. The 2006 results
include the impact of expensing stock options beginning January 1, 2006, and the incremental impact (as compared to
2005 levels) of non-vested stock expense, which resulted in an expense of $5.7 million for the nine months ended
September 30, 2006 and $1.8 million for the third quarter of 2006. Of the $45.1 million increase for the first nine
months of 2006, $11.8 million is the result of employee related expenses of TSYS Acquiring. In addition, the change
in employment expenses is associated with normal salary increases and related benefits, offset in part by the level of
employment costs capitalized as software development and contract acquisition costs. The growth in employment
expenses included a decrease in the accrual for performance-based incentive benefits for the first nine months of 2006
and an increase for the third quarter compared to the same periods in 2005. Such accrual for performance-based
incentive benefits decreased by $6.7 million and increased by $1.3 million for the nine and three months ended
September 30, 2006, respectively.
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At September 30, 2006, TSYS had 6,779 employees compared to 6,698 at December 31, 2006 and 6,522 at
September 30, 2005. With the acquisition of TSYS Card Tech, TSYS added 204 employees and approximately
$2.9 million of employment expenses for both the nine and three months ended September 30, 2006, respectively.
Net occupancy and equipment expense increased $15.5 million, or 7.5%, and decreased $1.1 million, or 1.5%, for the
nine and three months ended September 30, 2006 over the same periods in 2005, respectively. Of the $15.5 million
increase for the nine months ended September 30, 2006, $5.7 million is the result of occupancy and equipment related
expenses of TSYS Acquiring. With the addition of TSYS Card Tech, TSYS added approximately $900,000 of
occupancy and equipment expenses for the nine and three months ended September 30, 2006, respectively.
Depreciation and amortization increased for the nine and three months ended September 30, 2006, as compared to the
same periods in 2005, as a result of the depreciation and amortization associated with TSYS Acquiring, as well as the
acceleration of amortization of software licenses that are under processing capacity agreements, commonly referred to
as millions of instructions per second (MIPS) agreements. These licenses are amortized using a units-of-production
basis. As a result of deconversions during 2006, TSYS� total future MIPS are expected to decline, resulting in an
increase in software amortization for the periods prior to the deconversion dates. Additionally, TSYS recognized
impairment losses on developed software of $3.1 million in the first quarter of 2005.
Other operating expenses for the nine months ended September 30, 2006 decreased $14.8 million, or 7.6%, as
compared to the same period in 2005, and declined by $20.1 million for the third quarter of 2006 as compared to the
third quarter of 2005. The decrease in other operating expenses for the nine months ended September 30, 2006
compared to the same period in 2005 is primarily the result of decline in terminal deployment expenses associated
with the point of sale terminal distribution sales office that was closed during the three months ended March 31, 2006
and the re-characterization of court costs associated with debt collection services as reimbursable items. With the
acquisition of TSYS Card Tech, TSYS added approximately $2.2 million of other operating expenses for the nine and
three months ended September 30, 2006, respectively.
Other operating expenses include, among other things, amortization of conversion costs, costs associated with
delivering merchant acquiring services, professional advisory fees and court costs associated with TSYS� debt
collection business.
Other operating expenses also include charges for processing errors, contractual commitments and bad debt expense.
Management�s evaluation of the adequacy of its transaction processing reserves and allowance for doubtful accounts is
based on a formal analysis which assesses the probability of losses related to contractual contingencies, processing
errors and uncollectible accounts. Increases and decreases in transaction processing provisions and charges for bad
debt expense are reflected in other operating expenses.
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Income Tax Expense
For the third quarter of 2006, income tax expense was $82.8 million, compared to $81.9 million for the third quarter
of 2005. For the nine months ended September 30, 2006, income tax expense was $249.5 million compared to
$226.5 million for the same period in 2005. The effective tax rate for the three months ended September 30, 2006 and
2005 was 35.0% and 37.9%, respectively. The effective tax rate for the nine months ended September 30, 2006 was
36.1% compared to 37.4% for the same period in 2005 and 37.3% for the year ended December 31, 2005.
In July 2006, Synovus� majority owned subsidiary, TSYS, changed the structure of its European operation from a
branch structure into a statutory structure that will facilitate continued expansion in the European region. TSYS
adopted the permanent reinvestment exception under Accounting Principles Board Opinion No. 23 (APB 23)
�Accounting for Income Taxes � Special Areas,� with respect to future earnings of certain foreign subsidiaries. As a
result, TSYS now considers foreign earnings related to these foreign operations to be permanently reinvested.
The new statutory structure provides TSYS with marketing and personnel hiring advantages when compared to the
former branch office, as well as provides TSYS with certain U.S. and foreign tax benefits. As a result of the new
structure, during the third quarter of 2006, TSYS recorded a reduction of previously established income tax liabilities
in the amount of $5.6 million, as these amounts would no longer be required under the new structure. Additionally,
during the third quarter of 2006, TSYS reassessed certain of its previously established federal and state income tax
liabilities, which resulted in a net increase of such liabilities of approximately $1.5 million.
In the normal course of business, Synovus is subject to examinations from various tax authorities. These examinations
may alter the timing or amount of taxable income or deductions or the allocation of income among tax jurisdictions.
During the three months ended March 31, 2006, Synovus received notices of adjustment relating to taxes due for the
years 2000 through 2003. As a result, Synovus recorded a reduction in previously recorded income tax liabilities of
$3.7 million, which reduced income tax expense (net of minority interest) for the three months ended March 31, 2006.
Synovus continually monitors and evaluates the potential impact of current events and circumstances on the estimates
and assumptions used in the analysis of its income tax positions, and, accordingly, Synovus� effective tax rate may
fluctuate in the future.
Legal Proceedings
Synovus and its subsidiaries are subject to various legal proceedings and claims that arise in the ordinary course of its
business. In the opinion of management, based in part upon the advice of legal counsel, all matters are believed to be
adequately covered by insurance, or if not covered, are believed to be without merit or are of such kind or involve
such amounts that would not have a material adverse effect on the financial position, results of operations or cash
flows of Synovus if disposed of unfavorably. Synovus establishes reserves for expected future litigation exposures
that Synovus determines to be both probable and reasonably estimable.
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Columbus Bank and Trust Company (�CB&T�), a wholly owned banking subsidiary of Synovus, and CompuCredit
Corporation (�CompuCredit�) have agreed to an Assurance of Discontinuance (�Agreement�) with the New York State
Attorney General�s office regarding allegations that CB&T and CompuCredit were in violation of New York state law
with respect to identified marketing, servicing and collection practices pertaining to the Aspire credit card program.
CB&T issues Aspire credit cards that are marketed and serviced by CompuCredit.
Among other things, the Agreement provides for a civil penalty of $500,000 and requires specified restitution to
cardholders. While the amount of restitution cannot be precisely determined at this time, it is expected that the total
aggregate restitution will be approximately $11 million in the form of account credits by CompuCredit which will be
netted against the cardholder�s current account indebtedness and which is expected to result in a cash payment of no
more than $2.0 million.
Synovus and CB&T will not incur any financial loss in connection with the Agreement as CompuCredit has agreed to
be responsible for all amounts to be paid pursuant to the Agreement. A provision of the Affinity Agreement between
CB&T and CompuCredit, pursuant to which CB&T issues the Aspire credit card, generally requires CompuCredit to
indemnify CB&T for losses incurred as a result of the failure of the Aspire credit card program to comply with
applicable law. Synovus is subject to a per event 10% share of any such loss, but Synovus� 10% payment obligation is
limited to a cumulative total of $2 million for all losses incurred. CompuCredit waived Synovus� 10% payment
obligation in connection with the Agreement.
In addition, the FDIC is currently conducting an investigation of the policies, practices and procedures used by CB&T
in connection with the credit card programs offered pursuant to the Affinity Agreement with CompuCredit. CB&T is
cooperating with the FDIC�s investigation. Synovus cannot predict the eventual outcome of the FDIC�s investigation;
however, it is possible that the investigation could result in material changes to CB&T�s policies, practices and
procedures in connection with the credit card programs offered pursuant to the Affinity Agreement. At this time,
management of Synovus does not expect the ultimate resolution of the investigation to have a material adverse effect
on its consolidated financial condition, results of operations or cash flows as a result of the expected performance by
CompuCredit of its indemnification obligations described in the paragraph above.
Recently Issued Accounting Standards
In February 2006, the FASB issued SFAS No. 155, �Accounting for Certain Hybrid Financial Instruments.� SFAS
No. 155 amends SFAS No. 133, �Accounting for Derivative Instruments and Hedging Activities,� and SFAS No. 140,
�Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities.� SFAS No. 155
resolves issues addressed in Statement 133 Implementation Issue No. D1, �Application of Statement 133 to Beneficial
Interests in Securitized Financial Assets.� The provisions of this statement are effective for all financial instruments
acquired or issued after the beginning of an entity�s first fiscal year that begins after September 15, 2006. Synovus does
not expect the impact of SFAS No. 155 on its financial position, results of operations or cash flows to be material.
In March 2006, the FASB issued SFAS No. 156, �Accounting for Servicing Financial Assets, an Amendment of FASB
Statement No. 140.� SFAS No. 156 amends SFAS No. 140 with respect to the accounting for separately recognized
servicing assets and servicing liabilities. SFAS No. 156 (a) specifies when, under certain situations, an entity must
recognize a servicing asset or
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servicing liability, (b) requires all separately recognized servicing assets and liabilities to be initially measured at fair
value, if practicable, (c) permits an entity to choose between subsequent measurement methods, (d) permits, at initial
adoption, a one-time reclassification of available-for-sale securities to trading securities by entities with recognized
servicing rights, and (e) requires separate presentation of servicing assets and servicing liabilities. The provisions of
this statement are effective as of the beginning of an entity�s first fiscal year beginning after September 15, 2006.
Synovus does not expect the impact of SFAS No. 156 on its financial position, results of operations or cash flows to
be material.
In June 2006, the FASB issued FASB Interpretation No. 48 (FIN 48), �Accounting for Uncertainty in Income Taxes, an
Interpretation of FASB Statement No. 109.� FIN 48 clarifies the accounting for uncertainty in income taxes recognized
in a company�s financial statements in accordance with FASB Statement No. 109, �Accounting for Income Taxes.� FIN
48 prescribes a recognition threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return.
FIN 48 provides a two-step process in the evaluation of a tax position. The first step is recognition. A company
determines whether it is more-likely-than-not that a tax position will be sustained upon examination, including a
resolution of any related appeals or litigation processes, based upon the technical merits of the position. The second
step is measurement. A tax position that meets the more-likely-than-not recognition threshold is measured at the
largest amount of benefit that is greater than 50 percent likely of being realized upon ultimate settlement.
FIN 48 is effective for fiscal years beginning after December 15, 2006. Synovus is currently evaluating the impact of
adopting FIN 48 on its financial position, results of operations and cash flows, but has yet to complete its assessment.
In September 2006, the FASB issued SFAS No. 157, �Fair Value Measurements.� SFAS No. 157 defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles (GAAP), and expands
disclosures about fair value measurements. SFAS No. 157 applies under other accounting pronouncements that
require or permit fair value measurements, the Board having previously concluded in those accounting
pronouncements that fair value is the relevant measurement attribute. Accordingly, SFAS No. 157 does not require
any new fair value measurements. SFAS No. 157 is effective for financial statements issued for fiscal years beginning
after November 15, 2007. Synovus does not expect the impact of SFAS No. 157 on its financial position, results of
operations or cash flows to be material.
In September of 2006, the FASB issued SFAS No. 158, �Employers� Accounting for Defined Benefit Pension and Other
Postretirement Plans.� SFAS No. 158 requires employers to recognize the overfunded or underfunded status of a
defined benefit postretirement plan (other than a multiemployer plan) as an asset or liability in its statement of
financial position and to recognize changes in that funded status in the year in which the changes occur through
comprehensive income of a business entity or changes in unrestricted net assets of a not-for-profit organization. SFAS
No. 158 also requires employers to measure the funded status of a plan as of the date of its year-end statement of
financial position, with limited exceptions. SFAS No. 158 provides different effective dates for the recognition and
related disclosure provisions and for the required change to a fiscal year-end measurement date. An employer with
publicly traded equity securities is required to initially apply the requirement to recognize the funded status of a
benefit plan and the disclosure requirements as of the end of the fiscal year ending after December 15, 2006. The
requirement to measure plan assets and benefit obligations as of the end of the employer�s fiscal year-end statement of
financial position is effective for fiscal
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years ending after December 15, 2008, and is not to be applied retrospectively. Synovus is currently evaluating the
impact of adopting SFAS No. 158 on its financial position, results of operations and cash flows, but has yet to
complete its assessment.
In September 2006, the EITF reached a consensus on EITF Issue No. 06-4 (EITF 06-4), �Accounting for Deferred
Compensation and Postretirement Benefit Aspects of Endorsement Split-Dollar Life Insurance Arrangements.� EITF
06-4 requires an employer to recognize a liability for future benefits based on the substantive agreement with the
employee. EITF requires a company to use the guidance prescribed in FASB Statement No. 106, �Employers�
Accounting for Postretirement Benefits Other Than Pensions� and Accounting Principles Board Opinion No. 12,
�Omnibus Opinion,� when entering into an endorsement split-dollar life insurance agreement and recognizing the
liability. EITF 06-4 is effective for fiscal periods beginning after December 15, 2006. Synovus is currently evaluating
the impact of adopting EITF 06-4 on its financial position, results of operations and cash flows, but has yet to
complete its assessment.
In September 2006, the EITF reached a consensus on EITF Issue No. 06-5 (EITF 06-5), �Accounting for Purchases of
Life Insurance�Determining the Amount That Could Be Realized in Accordance with FASB Technical Bulletin
No. 85-4.� EITF 06-5 requires that a determination of the amount that could be realized under an insurance contract
should (1) consider any additional amounts beyond cash surrender value) included in the contractual terms of the
policy and (2) be based on an assumed surrender at the individual policy or certificate level, unless all policies or
certificates are required to be surrendered as a group. EITF 06-5 is effective for fiscal periods beginning after
December 15, 2006. Synovus is currently evaluating the impact of adopting EITF 06-5 on its financial position, results
of operations and cash flows, but has yet to complete its assessment.
In September 2006, the U.S. Securities and Exchange Commission (SEC) issued Staff Accounting Bulletin No. 108
(SAB No. 108), �Considering the Effects of Prior Year Misstatements When Quantifying Misstatements in Current
Year Financial Statements.� SAB No. 108 states that registrants should use both a balance sheet (iron curtain) approach
and an income statement (rollover) approach when quantifying and evaluating the materiality of a misstatement and
provides guidance for correcting errors in prior years. SAB No. 108 is effective for periods ended after November 15,
2006. Synovus does not expect the impact of adopting SAB No. 108 to be material on its financial position, results of
operations and cash flows.
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Forward-Looking Statements
Certain statements contained in this filing which are not statements of historical fact constitute forward-looking
statements within the meaning of the Private Securities Litigation Reform Act (the �Act�). These forward-looking
statements include, among others, statements regarding: (i) the expected financial impact of recent accounting
pronouncements, including the expected after-tax expense for both option and restricted stock awards in 2006; (ii) the
estimated periods for recognizing expenses associated with stock based compensation; (iii) management�s belief with
respect to legal proceedings and other claims, including management�s expectation that the ultimate resolution of the
FDIC�s investigation of the policies, practices and procedures used by CB&T in connection with the credit card
programs offered pursuant to its Affinity Agreement with CompuCredit will not have a material adverse effect on its
consolidated financial condition, results of operation or cash flows as a result of the expected performance by
CompuCredit of its indemnification obligations under the Affinity Agreement; (iv) TSYS� expectation that it will
continue to process commercial card accounts for Citibank, as well as Citibank�s Banamex USA consumer accounts;
(v) TSYS� expectation that it will maintain the card-processing functions of Chase for at least two years and that Chase
will discontinue its processing agreement according to the original schedule and license TSYS� processing software in
2007; (vi) TSYS� expectation that it will continue providing commercial and small business card processing for Bank
of America and MBNA, as well as merchant processing for Bank of America; (vii) Synovus and TSYS� belief that the
loss of revenues from the Bank of America consumer card portfolio for 2006 should not have a material adverse effect
on Synovus or TSYS for 2006 and that the payment of the termination fee associated with the deconversion should
have a positive effect on TSYS for 2006; (viii) TSYS� expectation that it will convert Capital One�s portfolio in phases
beginning in July 2006 and ending in early 2007; (ix) TSYS� expectation that it will maintain card processing functions
of Capital One for at least five years; (x) TSYS� belief that the loss of revenue from the Sears portfolio for 2006 should
not have a material adverse effect on TSYS for 2006; (xi) management�s expectation that the net charge-off ratio for
the year will be under 0.30%; (xii) management�s belief with respect to the existence of sufficient collateral for past
due loans, the resolution of certain loan delinquencies and the inclusion of all material loans in which doubt exists as
to collectibility in nonperforming loans and loans past due over 90 days and still accruing; (xiii) management�s
expectation that there will be further margin compression for the fourth quarter of 2006; (xiv) management�s belief that
Synovus is beginning to achieve a more neutral position with respect to rate sensitivity and its expectation that
measured asset sensitivity will be reduced; (xv) Synovus� expected growth in earnings per share for 2006 and the
assumptions underlying such statements, including, with respect to Synovus� expected increase in earnings per share
for 2006, stable short term interest rate for the remainder of 2006; the credit environment will remain favorable; TSYS�
earnings growth will be in the 26% � 28% range; and the incremental (as compared to 2005) share-based compensation
expense will be approximately 5 cents per diluted share. In addition, certain statements in future filings by Synovus
with the Securities and Exchange Commission, in press releases, and in oral and written statements made by or with
the approval of Synovus which are not statements of historical fact constitute forward-looking statements within the
meaning of the Act. Examples of forward-looking statements include, but are not limited to: (i) projections of
revenues, income or loss, earnings or loss per share, the payment or non-payment of dividends, capital structure,
efficiency ratios and other financial terms; (ii) statements of plans and objectives of Synovus or its management or
Board of Directors, including those relating to products or services; (iii) statements of future economic performance;
and (iv) statements of assumptions underlying such statements. Words such as �believes,� �anticipates,� �expects,� �intends,�
�targeted,� �estimates,� �projects,� �plans,� �may,� �could,� �should,� �would,� and similar expressions are intended to identify
forward-looking statements but are not the exclusive means of identifying such statements.
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These statements are based on the current beliefs and expectations of Synovus� management and are subject to
significant risks and uncertainties. Actual results may differ materially from those contemplated by such
forward-looking statements. A number of factors could cause actual results to differ materially from those
contemplated by the forward-looking statements in this document. Many of these factors are beyond Synovus� ability
to control or predict. These factors include, but are not limited to: (i) competitive pressures arising from aggressive
competition from other financial service providers; (ii) factors that affect the delinquency rate of Synovus� loans and
the rate at which Synovus� loans are charged off; (iii) changes in the cost and availability of funding due to changes in
the deposit market and credit market, or the way in which Synovus is perceived in such markets, including a reduction
in our debt ratings; (iv) TSYS� inability to achieve its earnings goals for 2006; (v) the strength of the U.S. economy in
general and the strength of the local economies in which operations are conducted may be different than expected;
(vi) the effects of and changes in trade, monetary and fiscal policies, and laws, including interest rate policies of the
Federal Reserve Board; (vii) inflation, interest rate, market and monetary fluctuations; (viii) the timely development of
and acceptance of new products and services and perceived overall value of these products and services by users;
(ix) changes in consumer spending, borrowing, and saving habits; (x) technological changes are more difficult or
expensive than anticipated; (xi) acquisitions are more difficult to integrate than anticipated; (xii) the ability to increase
market share and control expenses; (xiii) the effect of changes in governmental policy, laws and regulations, or the
interpretation or application thereof, including restrictions, limitations and/or penalties arising from banking, securities
and insurance laws, regulations and examinations; (xiv) the impact of the application of and/or the effect of changes in
accounting policies and practices, as may be adopted by the regulatory agencies, the Financial Accounting Standards
Board, or other authoritative bodies; (xv) changes in Synovus� organization, compensation, and benefit plans; (xvi) the
costs and effects of litigation, regulatory investigations or similar matters, or adverse facts and developments related
thereto; (xvii) a deterioration in credit quality or a reduced demand for credit; (xviii) Synovus� inability to successfully
manage any impact from slowing economic conditions or consumer spending; (xix) TSYS does not maintain the
card-processing functions of Chase and Capital One for at least two and five years, respectively, as expected; (xx) the
merger of TSYS clients with entities that are not TSYS clients or the sale of portfolios by TSYS clients to entities that
are not TSYS clients; (xxi) successfully managing the potential both for patent protection and patent liability in the
context of rapidly developing legal framework for expansive software patent protection; (xxii) the impact on Synovus�
business, as well as on the risks set forth above, of various domestic or international military or terrorist activities or
conflicts; and (xxiii) the success of Synovus at managing the risks involved in the foregoing.
These forward-looking statements speak only as of the date on which the statements are made, and Synovus does not
intend to update any forward-looking statement to reflect events or circumstances after the date on which the
statement is made to reflect the occurrence of unanticipated events.

50

Edgar Filing: HSBC HOLDINGS PLC - Form 424B2

Table of Contents 82



Table of Contents

ITEM 3 � QUANTITATIVE AND
QUALITATIVE DISCLOSURES ABOUT

MARKET RISK
During the first nine months of 2006, Synovus maintained an asset sensitive interest rate risk position. This position
was maintained in anticipation of further moderate increases in short term interest rates. As these expected increases
have occurred, Synovus has been gradually reducing this asset sensitive positioning. Synovus believes it is beginning
to achieve a more neutral position with respect to rate sensitivity. This more neutral position is desirable as the Federal
Reserve could be at or near the end of its interest rate increase cycle.
Synovus measures its sensitivity to changes in market interest rates through the use of a simulation model. Synovus
uses this simulation model to determine a baseline net interest income forecast and the sensitivity of this forecast to
changes in interest rates. These simulations include all of Synovus� earning assets, liabilities, and derivative
instruments. Forecasted balance sheet changes, primarily reflecting loan and deposit growth forecasts prepared by
each banking affiliate, are included in the periods modeled.
Synovus models its baseline net interest income forecast assuming an unchanged or flat interest rate environment.
Synovus has modeled the impact of a gradual increase and decrease in short-term rates of 100 basis points to
determine the sensitivity of net interest income for the next twelve months. The following table represents the
estimated sensitivity of net interest income to these gradual changes in short term interest rates at September 30, 2006,
with comparable information for December 31, 2005.

Estimated % Change as Compared to
Unchanged Rates

(for the next twelve months)
Rate Change (Basis Points) September 30, 2006 December 31, 2005

+ 100 0.6% 1.9%
- 100 (1.3%) (2.2%)

While these estimates are reflective of the general interest rate sensitivity of Synovus, local market conditions and
their impact on loan and deposit pricing would be expected to have a significant impact on the realized level of net
interest income. Actual realized balance sheet growth and mix would also impact the realized level of net interest
income. Synovus also considers the interest rate sensitivity of non-interest income in determining the appropriate net
interest income sensitivity positioning.
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ITEM 4 � CONTROLS AND PROCEDURES
We have evaluated the effectiveness of the design and operation of our disclosure controls and procedures as of the
end of the period covered by this quarterly report as required by Rule 13a-15 of the Securities Exchange Act of 1934,
as amended. This evaluation was carried out under the supervision and with the participation of our management,
including our chief executive officer and chief financial officer. Based on this evaluation, these officers have
concluded that our disclosure controls and procedures are effective in timely alerting them to material information
relating to Synovus (including its consolidated subsidiaries) required to be included in our periodic SEC filings. No
change in Synovus� internal control over financial reporting occurred during the period covered by this report that
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II � OTHER INFORMATION
ITEM 1A � RISK FACTORS

     In addition to the other information set forth in this report, you should carefully consider the factors discussed in
Part I, �Item 1A. Risk Factors� in our Annual Report on Form 10-K for the year ended December 31, 2005, which could
materially affect our financial position, results of operations or cash flows. The risks described in our Annual Report
on Form 10-K are not the only risks facing our Company. Additional risks and uncertainties not currently known to us
or that we currently deem to be immaterial also may materially adversely affect our financial position, results of
operations or cash flows.

ITEM 2 � UNREGISTERED SALES OF EQUITY
SECURITIES AND USE OF PROCEEDS

     Synovus acquired GLOBALT, Inc. (GLOBALT) on May 31, 2002. The purchase agreement contained an earn-out
provision pursuant to which we may issue additional shares of Synovus common stock contingent upon GLOBALT�s
financial performance. On February 15, 2006, Synovus issued 21,132 shares of Synovus common stock to the former
shareholders of GLOBALT as a result of GLOBALT attaining its financial performance goals. The shares of stock
issued to the former shareholders of GLOBALT were issued pursuant to the exemption from registration set forth in
Section 4(2) of the Securities Act of 1933.
     The following table sets forth information regarding Synovus� purchases of its common stock on a monthly basis
during the three months ended September 30, 2006:

Maximum
Total

Number of
Number of
Shares

Shares
Purchased

That May
Yet Be

as Part of
Purchased
Under

Total Number
of

Average Price
Paid

Announced
Plans the Plans or

Period
Shares

Purchased per Share or Programs Programs

July 2006 483(1) $ 27.20 � �
August 2006 �(1) � � �
September 2006 �(1) � � �

Total 483(1) $ 27.20 � �

(1) Consists of
delivery of
previously
owned shares to
Synovus in
payment of the
exercise price of
stock options.
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ITEM 6 � EXHIBITS

(a) Exhibits Description

31.1 Certification of Chief Executive Officer

31.2 Certification of Chief Financial Officer

32 Certification of Periodic Report
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

SYNOVUS FINANCIAL CORP.

Date: November 9, 2006 BY:  /s/ Thomas J. Prescott  
Thomas J. Prescott 
Executive Vice President and Chief
Financial Officer 
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INDEX TO EXHIBITS

Exhibit Number Description

31.1 Certification of Chief Executive Officer

31.2 Certification of Chief Financial Officer

32 Certification of Periodic Report
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