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Financial Highlights
1950 1991 1991 19971
HK$m  For the fear HEKSm £m ushm
3,961 Group profit 6,770 465 870
Profit attributable to the
3,096 shareholders 5,664 389 728
2,518 Dividends 3,013 207 387
At year-end
53,502 Shareholders’ funds 56,286 3,867 7,234
79,847  Capital resources 82,215 5,648 10,566
1,041,964 Current, deposit and other accounts 1,124,252 77,230 144,497
1,158,256  Assets 1,248,796 85,786 160,503
HK$  Per share HK$ £ us$
1.93* Earnings 3.49 024 045
1.56* Dividends 1.85 0.13 0.24
33.11* Net asset value 34.53 2.37 444
Total number of shares
1,616,069,504* in issue at year-end 1,630,148,782

* Comparative figures for 1990 have been amended to conform with the current year's presentation following the resiructuring of
the Group during 1991.

The HSBC Gronp

In April 1991, The Hongkong and Shanghai Banking Corporation Limited, also known as HongkongBank,
and its subsidiary and associated companies were reorganised under a new holding company, HSBC Holdings
plc, which is incorporated in England but is non-resident in the United Kingdom for tax purposes. Shares in
HSBC Holdings plc are listed on the stock exchanges in Hong Xong and London, and are held by some
130,000 shareholders in more than 80 countries.

One of the largest and most strongly capitalised banking organisations in the world, the HSBC Group
provides a comprehensive range of financial services — commercial banking, merchant banking and capital
markets, consumer finance, securities, investment and insurance — through an international network of some
1,400 offices in more than 50 countries.
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Board of Directors
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James Capel & Co. Limited and Chairman of Wardley Holdings
Limited. A Director of HongkongBank since 1989.
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an executive Director since 1988. President and Chief Executive
Officer of Marine Midland Banks, Inc., Chairman of Hongkong
Bank of Canada and a Director of Hang Seng Bank Limited and
The Thomas Cook Group Limited.

*D E Connolly, oBe
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Corporation. A non-executive Director of HongkongBank since
1985,

* Baroness Dunn, DBE
Director, John Swire & Sons (H.K.) Limited, Cathay Pacific
Airways Limited and Swire Pacific Limited. A non-executive
Director of HongkongBank since 1981,

F R Frame
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Adviser in 1977, an executive Direcior since 1985 and Depury
Chairman from 1986 to 1990.

*D A Gledhill

Chairman, John Swire & Sons (HK.) Limited, Cathay Pacific
Airways Limited and Swire Pacific Limited. A Director of Hysan
Development Company Limited, Lee Gardens Hotel Company
Limited and Mass Transit Railway Corporation. A member of
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mission and IBM World Trade Asia/Pacific Board. A non-
executive Director of HongkongBank since 1988.

*B L Goldthorpe
Director and Deputy Group Chief Executive, Midland Bank ple.
Appointed a non-executive Director of the Company and
HongkongBank in 1991

*I E Hotung
A Director of Cavendish International Holdings Limited, China
& Eastern Investment Company Limited and Hongkong Electric
Holdings Limited. Appointed a non-executive Director of the
Company and HongkongBank in 199]1.

* Independent non-executive Directors

N R Knox

Chairman, Marine Midland Banks, Inc. A Director of Hongkong
Bank of Canada and Niagara Share Corporation. A non-
executive Director of HongkongBank since 1988.

*H C Lee
Chairman and Managing Director, Hysan Development
Company Limited. A Director of Cathay Pacific Airways
Limited, Hang Seng Bank Limited, Hsin Chong International
Holdings Limited, Sime Darby Hong Kong Limited and The
Hong Kong and China Gas Company Limited. A non-executive
Director of HongkongBank since 1989,

*D P H Liao, cBe

Architect. Former Chairman of the Hong Kong Housing
Authority, Secretary for District Administration, and Secretary
Sor Home Affairs. A Director of China Paint Holdings Limited,
Kumagai Gumi (H K.} Limited, The Morgan Crucible Company
plc, Provincial Insurance Hong Kong Limited and Shun H ing
Electronic Trading Co., Limited. A member of the Council of
The Stock Exchange of Hong Kong Limited. A non-executive
Director of HongkongBan; since 1990.

*C D Mackay
Chief Executive, Inchcape pic. A non-executive Director of
HongkongBank since 1986.

*C W Newton, CBE
Chairman, London Regional Transport and London Under-
ground Limited. A non-executive Director of Sketchley ple
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Director of Harbour Centre Development Limited. A non-
executive Director of HongkongBank since 1984,

J E Strickland

Executive Director Services. Joined HongkongBank in 1971
(previous service 1966-69); an executive Director since 1989,
Chairman, Wayfoong Property Limited and a Director of Marine
Midland Banks, Inc. and Mass Transit Railway Corporation.

*J J Swaine, CBE, QC
Queen’'s Counsel. A non-executive Director of HongkongBank
since 1986.

Consultant te the Board

Sir Quo-Wei Lee, cae

Chairman, Hang Seng Bank Limited and Depury Chairman,
Hysan Development Company Limited. A Director of Furama
Hotel Enterprises Limited, Miramar Hotel and Investment

Company Limited, New Wort‘d Development Company Limited
and Shaw Brothers (Hong Kong) Limited. A non-executive -
Director of HongkongBank from 1978 to 1984.

Secretary

R G Barber



Chairman’s Statement

The Group’s profits made a strong recovery in 1991. Profit attributable to shareholders of
HSBC Holdings plc was Hk$5,664 million, an increase of 82.9 per cent over the consolidated
profit reported by HongkongBank in 1990. The profit was arrived at after providing for
taxation and after transfers to inner reserves by those banking subsidiaries of HSBC
Holdings plc which maintain such reserves.

The Board has recommended the payment of a final dividend of ux$1.31 per share to
shareholders on the register on I May 1992. With the interim distribution of nx$0.54 per
share totalling RK$878 million already paid, the total distribution for 1991 will amount to
HK$3,013 million, an increase of 19.7 per cent over 1990,

The recovery in profits in 1991 was against the background of a stagnating economy in
most parts of the world other than East Asia.

Most of the Group’s Asian banking operations reported improved results, particularly
in Hong Kong, where both HongkongBank and Hang Seng Bank achieved strong profit
growth. HongkongBank reported consolidated profits, after taxation and transfers to inner
reserves, of Hk$5,869 million. This figure includes Hongkong-
Bank’s 61.48 per cent share of Hang Seng Bank’s profit of
HK$2,811.4 million.

HongkongBank’s operations in the United Kingdom retumed
to a satisfactory profit, after the loss experienced in 1990, despite
the severe recession. This performance was largely due to the
continuing success of the Group’s treasury operations in London.

Marine Midland Bank reported a net toss of us$189.9 million
for 1991, a significant improvement over the net loss of us$295.6
million for 1990. This reflects a substantial effort by Marine’s
management team under the leadership of Mr J R H Bond, who
became President and Chief Executive Officer in June 1991, to
cut back Marine’s cost base and balance sheet, and to improve
performance. During the year, the Group contributed us$150
million of new equity and converted a us$50 million sub-
ordinated note to equity; Marine’s capital ratios are now at a
comfortable level. The rate of further improvement in Marine
will inevitably depend to a great extent on the pace of recovery
in the economy of the north-eastern United States.

HongkongBank of Australia reported a net loss of A$37.8 million for 1991. This was a
substantial recovery from the loss of A$273.2 million for 1990. The bank’s costs have been
cut back and it is concentrating on businesses in which it has a comparative advantage: trade
finance, treasury and services to Asian investors,

Hongkong Bank of Canada had a satisfactory year in difficult economic conditions and
reported net income of ¢$51.8 million, an increase of 6 per cent over the previous year.

The British Bank of the Middle East had a record year, despite the Gulf War at the
beginning of 1991, and reported a profit of £37.4 million compared with £31.1 million for
1990. These results include the bank’s 40 per cent share in the profit of The Saudi British
Bank, which achieved a strong performance.

The Group’s capital markets businesses had a good year, with overall after-tax profits of
HK$725.6 million. The Wardley Group made a record net profit of Hk$567 million in 1991.
The James Capel Group returned to profit, with net earnings of £6.1 million in 1991 after
a loss of £30.4 million in the previous year. With effect from the beginning of 1992, most
of the Far Eastern broking operations of Wardley and James Capel were merged into
Wardley James Capel.

During the year, the Group sold 6.58 per cent of Cathay Pacific Airways Limited,
bringing its shareholding down to 10 per cent at the year-end. This disposal of part of a non-



core business was in line with the Group’s long-standing policy of slowly reducing non-
financial investments when it is possibie to do so at a satisfactory profit; it should not be seen
as a reluctance to hold Hong Kong assets. The Group’s assets in Hong Kong have grown
faster than in other parts of the world during the last few years, and the Group retains
valuable investments in container terminals in the territory,

The Group remains a long-term and supportive sharcholder in Midland Bank. Business
co-operation continues at the working level. Midland announced a pre-tax profit of £36
million for 1991, compared with £11 million in 1990. We received £5.2 miliion in dividends
during 1991.

During the year, the restructuring of the Group announced on 17 December 1990 was
accomplished. The Scheme of Arrangement whereby HSBC Holdings plc became the
ultimate holding company of the Group was approved at a Court Meeting of shareholders
on 26 February 1991 by an overwhelming majority and took effect on 2 April 1991. The
Hongkong and Shanghai Banking Corporation Limited remains the most important
operating subsidiary of HSBC Holdings plc, while Group companies outside the Asia-
Pacific region are now separately held by HSBC Holdings plc.

Our Group now has a more modern structure, which will permit us to take advantage of
commercial opportunities more flexibly than was possible under the previous structure. In
particular, the Group’s long-held ambition to expand in Europe will be more easily achieved.
Such expansion could take the form of acquisitions or strategic alliances along the lines of
our very successful alliance with Wells Fargo Bank.

The creation of a large and wealthy single market as a result of the agreements being
negotiated by the European Community and the European Free Trade Association is likely
to lead to increased trade between Europe and Asia. Financing such trade is one of the
Group’s most important core activities. The new European market is therefore a commercial
opportunity we cannct ignore.

The Group restructuring was followed by a reorganisation of the Group’s senior
management structure. Under the old structure, the Group Chief Executive was also Chief
Executive of HongkongBank; under the new structure, I continue as Group Chief Executive
while Mr J M Gray becomes Chief Executive of HongkongBank. Mr B H Asher has assumed
responsibility for the Group’s capital markets activities, and reports directly to myself. Other
lines of responsibility in Group Head Office have been changed in order to enable Head
Office to monitor all the main operating companies more effectively: the main changes are
described on page 7 of this Annual Report.

The restructuring of the Group has in no sense diminished our commitment to Hong Kong
and I am confident that the territory’s outstanding economic performance will continue, both
before and after 1997, The agreement between Britain and the People’s Republic of China
on a new airport for Hong Kong helped to strengthen confidence in the economy, and in the
long term will make the territory even more prosperous. Economic growth in 1992 is
expected to be faster than last year; Hong Kong’s main problem is inflation which remains
high at about 10 per cent.

The Group continues to contribute as fully as possible to the community of Hong Kong,
with the involvement of many of its officers in a wide range of organisations, as well as by
donations of funds. A District Community Programme has been set up, with a budget of ux$7
million for the first two years, in order to make funds available to committees of local
community leaders to spend on small-scale projects in each district of the territory. The
HongkongBank Language Development Fund has already disbursed nk$11.1 million out of
the Hk$20 miltion which it was given in 1990.

Protection of the environment has received greater emphasis in the Group’s activities.
Lending officers are increasingly aware of the risks associated with environmental liability
and the need for borrowers to comply with all appropriate environmental regulations. The
Group continues to support the work of the Private Sector Commitiee on the Environment,
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which seeks to take a private sector approach to solving some of Hong Kong’s environmental
problems.

During 1991 the Hongkong Bank Foundation donated Hx$14.9 million to a wide variety
of causes. In addition, the Group made charitable donations of Hk$34.3 million during the
year.

The total number of staff employed by the Group and its subsidiaries at the end of 1991
was 53,770. The Group’s improved performance during the year was in large part the result
of the efforts of our staff, and I am grateful to them for their dedication. I am particularly
grateful to our staff in the Middle East, who stayed at their posts without wavering
throughout the Gulf War.

During 1991, Sir Kit McMahon, Mr J C C Tang and Mr G A Thompson resigned as non-
executive Directors. I am grateful to them for their contributions to the Board. Mr P J
Wrangham retired as an executive Director in November 1991. I am grateful to him for his
38 years of service to the Bank.

Following the 1991 Annual General Meeting, Mr B L Goldthorpe and Mr J E Hotung
were appointed as non-executive Directors.

At the 1992 Annual General Meeting, Mr D A Gledhill, Mr F R Frame and Mr K S Li
will retire from the Board. I am grateful to all of them for their contributions over the years.
Mr Frame was executive Deputy Chairman for four years and Mr K S Li has been non-
executive Deputy Chairman for seven years, and in those capacities both have contributed
much. Mr Frame has agreed to continue to serve as an Adviser to the Board,

The course of the world economy during 1992 is uncertain. The economies of the United
States, Canada and the United Kingdom are likely to recover only siowly, while the rate of
economic growth in Japan and Germany is likely to fall. However, East Asia as a whole is
expected to grow faster than the rest of the world, with Hong Kong helped by the excep-
tionally rapid development of south China. In the absence of unforeseen circumstances, your
Directors expect to recommend dividends for 1992 of not less than nx$2 per share, an
increase of 8.1 per cent over the dividends for 1991.

W Purves, Chairman
10 March 1992
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Review of the Group

In 1991 the Group’s profits recovered strongly. Net interest income increased despite a
world-wide decline in interest rates, and non-funds income increased in all major categories.
Operating expenses rose less than operating income. Provisions for doubtful debts dropped
only slightly compared to 1990, however, and in the light of the uncertain world economic
outlook, several subsidiaries made further general provisions. Group profit included the
proceeds from the sale of part of the long-held investment in Cathay Pacific Airways
Limited. As a result of carrying forward tax losses from previous years, the effective tax
rate for 1991 was lower than the high rate applicable to 1990. Reflecting Marine Midland
Bank’s reduction in the size of its balance sheet and slow asset growth in most areas except
Hong Kong, Group assets grew by 8 per cent during the year, compared to growth of 12 per
cent in 1990. Group capital resources in the 12 months ending 31 December 1991 grew by
3 per cent.

Group FUNCTIONS

Following the restructuring of the Group which took place during 1991, management
responsibility for some Group Head Office functions has been reorganised. Previously,
responsibility for commercial banking outside Hong Kong and China was divided
geographically. However, from early 1992, a Group General Manager, Mr F J French, has
assumed Group-wide responsibility for wholesale lending, credit policy and control, and
treasury. Mr A Mehta, also a Group General Manager, has responsibility for monitoring all
commercial banking and leasing companies in the Group other than HongkongBank, Hang
Seng Bank and HongkongBank of Australia, and is also responsible for the Global Banking
Services and Private Banking departments in Group Head Office. Under Mr J M Gray as
Chief Executive of HongkongBank, Mr P E Selway-Swift is responsible for HongkongBank
in Hong Kong and China, while Mr A K D Townsend is responsible for HongkongBank's
international operations.

Treasury

Building on strong growth in the previous year, the Group’s treasury operations continued
to expand substantially in 1991. Profitability rose significantly as treasury units eaned
strong returns from increased activity in global interest rate markets and from higher
currency trading voiumes. The profits were generated across the Group’s world-wide
treasury operations, with particularly strong performances in Hong Kong, London, New
York and Sydney. Trading operations expanded in Tokyo, Sydney and New York with the
recruitment of key executives. In London, the Group continued to rationalise its dealing
operations with the integration of James Capel Gilts.

Throughout the year the Group expanded and upgraded TREATS, its computerised
treasury trading system. By the end of 1991, after installing the system at several new sites,
the Group had 12 dealing rooms operating on, and linked by, TREATS. Meanwhile, the
system itself was upgraded to handle the analysis and trading of additional instruments. By
automating various accounting procedures, TREATS strengthens back-office controls. As a
result, it has raised operating efficiency by allowing the Group to increase dealing room
staff without concomitant increases in the number of back-office support personnel. In
conjunction with regular internal audits by a specialist treasury team, TREATS also provides
tighter risk management for Group treasury operations world-wide.

Financial Institutions Group

Established two years ago to co-ordinate the sale of Group products and services to financial
institutions world-wide, the Financial Institutions Group (FIG) ended 1991 with dedicated
sales units in 18 countries and continued growth in its four key product categories: account,
trade, securities and treasury services. The number of financial institutions using the Group’s
securities custody services rose sharply during the year as a result of FIG’s successful efforts
to increase market share. FIG also succeeded in generating continued growth, particularly
from Europe, in the Group’s volume of trade business in the Asia-Pacific region. The
customer base of financial institutions subscribing to Hexagon, the Group’s global electronic
financial service, was broadly expanded in 1991. FIG plans to continue its emphasis on
marketing Hexagon as a way of facilitating the sale and use of other Group products and
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Hong Kong. Site of the headquarters of the HSBC Group, the
territory has enjoyed average annual real economic growth of
nearly 8 per cent for the last two decades. Today Hong Kong
benefits from its increasing economic interdependence with
neighbouring Guangdong Province. The rapidly expanding city
of Shenzhen is clearly visible to the north.




services. FIG’s 1992 targets also include working closely with individnal HongkongBank
branches and other Group members in order to pinpoint markets where sales prospects for
HIG products are strongest.

FIG also manages the Group’s successful alliance with Wells Fargo Bank. The alliance
generated significant incremental business for both partners during the year. The Group
plans to establish similar alliances with other suitable partners in the future.

Private Banking

Private banking emerged as a new priority and distinct business line within the Group during
1991. The Group created a new global private banking division and appointed a senjor Group
executive to be responsible for all aspects of the business and its development.

The objective of the new division is to harness, for the benefit of private banking
customers, the full range of Group services. These include the Group’s fund management
and trustee companies, as well as private banking activities currently conducted by specialist
units in Hong Kong, Singapore, Dubai, London and New York. Additional business is
generated and served by the Geneva Office of The British Bank of the Middle East, by HSBC
Bank (Luxembourg) S.A., and by the Group’s Channel Islands operations. As part of its 1992
plan to strengthen private banking, the Group intends to improve service, particularly in
Europe, and to introduce a more structured approach to managing customer relationships.
New and enhanced support systems are being developed for the business, and personnel
policies are being revised to recognise the long-term commitment and special training
required for a career in private banking.

Global Banking Services

Global Banking Services (GBS), which develops financial products and services for sale and
delivery by Group companies world-wide, made strong progress during 1991 in three major
product categories.

In securities custody, GBS continued to focus its marketing efforts on the Asia-Pacific
region where the prospects appeared brightest for capturing a significant portion of the
business. Those efforts resulted in HongkongBank’s emergence in 1991 as the premier
regional custodian. Group Securities Services opened new custody centres in Australia, New
Zealand, Korea, India and Taiwan. The creation in 1991 of a special interface between
Hexagon and SWIFT, the international bank communications network, now permits Group
securities customers to oversee their South-East Asian portfolios far more quickly and
accurately through Hexagon. In trade finance, GBS established a new Group Trade Services
unit to assist local Group managers in attracting higher trade finance volume and in
managing the increasingly electronic nature of trade finance information. In the retait
product category, the Group’s global automated teller machine (ATM) nctwork was
extended to cover Canada, Malaysia, Singapore, the Philippines, Macan and New York City.
Group credit and debit cardholders can now withdraw local currency at more than 100,000
ATMs in over 30 countries around the world.

Technical Services

* The Group improved its already strong capabilities in information technology in 1991 with

the installation of new systems and the extension of its proprietary telecommunications
network. The Group’s operations in Mauritius, Sri Lanka and the Cayman Islands were
added to the network which now — through satellite, microwave, fibre optic cable and
telephone lines — connects almost 100 Group locations in 33 countries. Tt also plays an
increasingly important role in the high-speed delivery of Group products and services around
the world. The network, for example, is key to the Group’s world-wide ATM business whose
expansion during the year was overseen by Technical Services (TSV). TSV, which continues
to develop all major Group systems internally, installed the HongkongBank Universal
Banking system in four more locations in 1991: Singapore, Panama, Australia and Egypt.
TSV also oversaw the installation of TREATS in Taiwan, Thailand, the Bahamas and
Canada, and in Hong Kong at Hang Seng Bank.



Commercial Banks

Group Human Resources )

Throughout 1991 Group Human Resources continued to develop its methods of recruiting,
training and remunerating staff to meet the diverse needs of the Group’s local and
international businesses. Initiatives undertaken during the year included the introduction of
a Group succession planning process to assist the development of key executives, and the
implementation of new performance appraisal and pay systems in many parts of the Group.
Against a background of changing legislation and employee expectations, developing and
managing retirement benefit schemes world-wide demanded increasing attention in 1991.
Cost-effective training remains essential to developing knowledgeable, efficient staff. In
1991, more than 47,000 of the HSBC Group’s almost 54,000 employees underwent training
of some sort, including training by new systems-based computer teaching methods.

The Hongkong and
Shanghai Banking
Corporation Limited

<
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HongkongBank and its subsidiary companies reported a 1991 profit of uk$5,869 million
compared with Hk$3,096 million in 1990. However, the resuits are not truly comparable
because of the restructuring of the Group during 1991 and the transfer from HongkongBank
to HSBC Holdings plc of a number of Group companies operating outside the Asia-Pacific
region. The 19 per cent decline in assets recorded for 1991 also reflects the restructuring.

Hone KonG

At 3.9 per cent, Hong Kong’s real rate of economic growth in 1991 was higher than in the
previous year, despite weaker economic growth world-wide. In line with recent years, re-
exports provided the main impetus for growth, registering a rise of 26.3 per cent, while the
level of domestic exports remained virtually unchanged. Economic growth was constrained
by the tight labour market, which pushed up wages, thus contributing to a higher inflation
rate of 12 per cent compared with 9.8 per cent in 1990.

The Bank again achieved increased profits from its domestic operations. In the corporate
sector, the demand for credit remained generally firm throughout the year, with requirements
spread evenly among the various sectors of local industry. Although the Bank retained its
conservative and selective lending policies, its corporate lending portfolio increased. Sales
of Hexagon were encouraging, and customer transaction volume grew by 18 per cent over
1990. In its traditional core business of trade finance and related services, the Bank again
performed well, with significant growth in both transaction volume and bills turnover. An
internal reorganisation of the Bank’s trade-related operations, undertaken to provide a more
personalised service to customers, was completed in June. The Bank has established trade
services centres conveniently located throughout Hong Kong; at year-end, 15 such centres
were in operation. In September, the Bank established a China Trade Division with the aim
of capturing a larger share of the business related to the growing triangular trade between
China, Hong Kong and other Asian countries. In the second half of the year, various
members of the HSBC Group held preliminary discussions with a number of local and
overseas companies interested in the business opportunities created by Hong Kong's major
new Port and Airport Development Strategy. Agreement to proceed with the project was
reached by Britain and China in July.

The securities business continued to perform well. The Bank was awarded the mandate
to establish and operate a central depository for the Hong Kong Securities Clearing
Company. The depository will be an integral part of Hong Kong’s new central clearing and
settlement system, which is scheduled to begin operations in mid-1992.

Foreign exchange and treasury profits comfortably exceeded 1990 levels. Corporate
business continued to grow, and good progress was made in the management of the Bank’s
interest rate positions, particularly through increased use of various derivative, off balance
sheet products. The domestic money market continued to develop, with active trading of
government Exchange Fund bills and the successful issue of two-year government bonds.

The Bank’s retail business again performed well, with strong growth in both deposits and
residential mortgages. Towards the end of the year, the Bank tightened its mortgage lending



policy to address the problem of overheating in the residential property market. Retail
product promotion focused on two accounts launched in 1990. AssetVantage, a fee-based
superior service account targeted at more affluent customers, proved to be both popular and
profitable. It enhanced existing customer relationships and attracted a considerable volume
of high-quality deposits. The other product, Super Ease — with its convenient international
ATM access and debit card feature — also performed strongly. Both products were
promoted by means of a campaign launched throughout the branch network that was also
aimed at motivating and recognising sales performance by staff. Credit cards made another
significant contribution to the retail business, despite strong competition in Hong Kong, the
serious downturn in the travel and entertainment industries caused by the Gulf War, and the
industry-wide problems of fraud and counterfeiting.

At the end of the year, the Bank had 247 branches throughout Hong Kong and Hang Seng
Bank had 124. Both banks continued to invest in self-service banking technology to provide
greater convenience to customers. By year-end, the two banks together operated more than
800 ATMs, almost 400 customer-operated passbook update terminals and 81 instant balance
terminals, thus providing an unmatched service in the territory. To enhance the provision of
out-of-hours banking services, HongkongBank opened seven ‘Autobank’ lobbies for its
customers during the year; more such lobbies will be opened in 1992. The transfer of back-
office functions from the branch network to the Network Services Centre in Cheung Sha
Wan was completed in October on time and within budget. The restructuring has resulted in
significant economies of scale and has given branch staff more time to focus on the Bank’s
key strategic priorities — customer service and product sales. It has also provided the means
for developing new customer service initiatives, such as telephone banking, which is now
offered through the Centre.

The Bank has invested heavily in improving all aspects of customer service standards.
Market research conducted during the year gave a clear indication that the investment is
yielding results. Further initiatives are planned for 1992 and will be introduced progressively
throughout the branch network. The year also saw a major internal review of strategy and
the establishment of a new organisational structure to take advantage of the commercial
opportunities expected in the 1990s.

The improvement in Hong Kong’s economic performance in 1991 is likely to continue,
due to both the gradual recovery that is expected in the world’s major economies and
expenditure on the new port and airport projects. The economy is forecast to grow by 5 per
cent in real terms in 1992, Although inflation remains a major problem for the territory, there
are signs that it will fall, albeit gradually.

Asia-PaciFic
The East Asian economies showed exceptional resilience during 1991 in marked contrast to

the slow-growth economies of Western Europe and the continuing recession in North
America. Strong regional and domestic demand in Asia helped overcome sluggish consumer
spending in traditional export markets as well as rising labour costs and a weak US dollar.

In Japan, lower inflationary pressure resulting from a deceleration in the economy enabled
the Bank of Japan to relax monetary policy in 1991. As a consequence of this slow-down,
Japan’s trade surplus expanded. The results of HongkongBank, however, were adversely
affected by provisions associated with a voluntary early retirement scheme intended to bring
staff numbers more in line with the increasing emphasis on corporate, rather than retail, banking.

In Korea, where rapid economic growth led to a surge in the current account deficit, the
Bank’s profit was marginally lower than in 1990. The Bank’s sustained operating perform-
ance was ercded by unexpected provisioning requirements.

The industrial and agricultural sectors in the People’s Republic of China performed
much better than planned despite serious flooding in the late spring along the Yangtze River.
The country’s gross national product increased by 6.5 per cent and the harvest was the second
largest on record. International trade was also buoyant and expanded by 17.5 per cent to
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Shanghai. Siruated on the south bank at the mouth of the Chang
Jiang (Yangtze River), Shanghai is China’s leading industrial and
commercial centre, with a population of 13 million. HongkongBank
opened a branch in Shanghai in 1865 — the same year that it
opened for business in Hong Kong. Today the Bank's Shanghai
branch is the largest of the HSBC Group's 13 offices in China,
providing project and trade finance 1o its customers.

us$135.7 billion, with a healthy trade surplus of us$8 billion. Reflecting China’s economic
growth and the inflow of foreign investment, particularly from Hong Kong, Hongkong-
Bank’s China-related business continued to expand. Near the end of the year the Bank was
granted permission to open a representative office in Qingdao, Shandong Province, bringing
the number of Bank offices in China to nine, and the total number of Group offices to 13.

In Taiwan, which enjoyed an increase of more than 7 per cent in gross domestic product
during 1991, the liberalisation of financial markets continued. Regulatory authorities issued
15 new banking licences, reformed the bond market and launched a forward currency
market. The Bank made recoveries of previous doubtful debts and achieved an appreciable
contribution to income from its credit card business. However, unexpected overheads and
limited opportunities in a flat but competitive foreign exchange market resuited in an
operating perfoermance enly slightly above that in 1990,

Helped by a buoyant economy and an active property development sector, the Bank’s
operation in Macau produced a commendable result in 1991 substantially ahead of its
performance in the previous year.

The Philippines suffered a sharp contraction in investments and its economy was
weakened by high inflation, rising interest rates and growing political uncertainty. Although
the Bank’s performance was assisted by favourable exchange rate movements, the net resuit
was below that achieved in 1990.

Investment from overseas slowed and economic activity in Thailand was somewhat
reduced, but inflation receded only marginally. Although demand for commercial finance
remained strong, the Bank’s operating income reflected the significant reductions in turnover
on the stock exchange and a profit slightly below that in 1990 was recorded.

In Malaysia, after four years of rapid economic growth, signs of overheating were evident
with labour shortages, high wage increases, rising inflation and a growing current account
deficit. The introduction of a formula to determine base lending rates put severe pressure on
interest margins. In addition, reserve requirements adversely affected net results. The Bank’s
overheads were above forecast and foreign exchange profit was depressed in an increasingly
competitive market. As a consequence, its branches produced a smaller profit than in 1990,

The Bank produced a good result well ahead of expectations in Singapore. Although
doubtful debt provisions were larger than forecast, partly due to statutory general pro-
visioning requirements, and operating costs continued to rise, strong demand for commercial
advances and attractive money market opportunities produced earnings significantly above
the 1990 result.

Indonesia restrained foreign borrowings and introduced a series of stringent fiscal and
monetary measures in an effort to dampen exceptional domestic demand. Whilst GDP
growth slowed to under 6 per cent, inflation rose above 9 per cent and the current account
deficit nearly doubled to us$4.6 billion. For the Bank, however, a lower operating profit was
offset by reduced taxable income, and the net result was an improvement over 1990.

In Brunei, adverse interest rate movements and prudential provisioning for doubtful debt
resulted in a profit below that recorded in 1990.

The Bank also produced a disappointing result in New Zealand, where a net loss was
recorded with income reduced both by difficult market conditions in a recessionary economy
and by doubtful debt provisioning levels substantially above forecast.

The Bank’s office in Guam followed its strong performance in 1990 with another good
year. Net profit was significantly improved despite a slow-down in tourism.

Net profits of the Bank in Mauritius, although bolstered by an encouraging contribution
from a new offshore banking unit, were below 1990°s strong performance.

Although India suffered from political unrest in the first half of the year, the business
environment improved markedly. Despite a substantially higher profit in local currency
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Bombay. With a population of over 12 million, Bombay is India’s
largest metropolitan area and its leading commercial centre. The
HSBC Group's strong links with the city date back to 1853 when
Mercantile Bank -— subsequently acquired by HongkongBank —
opened its first branch here. Currently the Group has 22 offices
in India, providing a full range of banking services and assisting
India’s export drive.
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terms, the final profit was lower than in 1990 following a 30 per cent decline in the value
of the Indian rupee.

In Sri Lanka, despite persistent civil strife and the detrimental impact of the Gulf War
on the tea and tourism industries, the Bank reported a result well ahead of the good profit
achieved in 1990,

In a year that was generally difficult for the banking industry, and despite unexpectedly
low foreign exchange earnings, the Bank in Pakistan recorded a net profit ahead of 1990.

Athough the country experienced numerous problems in connection with the Gulf
crisis in 1991, the Bank’s offshore unit in Bahrain achieved a net profit ahead of that in the
previous year.

EuropE

At the start of 1991, the uncertain situation created by the Gulf War, combined with a
continuing economic recession, had a detrimental effect on trading and corporate activity.
Despite this difficult economic environment, including continuing credit problems faced by
the UK banking sector, the Bank in the United Kingdom recorded a good profit for 1991,
in contrast to the loss in 1990. The improved performance was due mainly to higher treasury
income aided by lower interest rates.

The expansion of the Banks treasury operations during the year resulted in both increased
trading volumes and profits. At the same time, the Bank’s foreign exchange business was
diversified to include new currencies and products related to interest rate risk management.
The Treasury’s efforts to market its products to corporate and interbank customers were
complemented by the activities of the Corporate Division, which was involved in some
major transactions during the year. The range of trade finance services offered by the London
and Manchester offices was increased and promoted actively in continental European
markets. Although the UK economy remained in recession at year-end, the underlying trend
in the Bank’s income stream was encouraging.

THE AMERICAS

In the United States, the Federal Reserve Board’s policy of lower interest rates failed to
stimulate the economic activity needed to spur the country out of its prolonged recession.
Nevertheless, HongkongBank eamed higher working profits, primarily from increased
treasury income. Provisions for doubtful Joans, coupled with higher taxes and tax adjust-
ments for previous years, however, resulted in a greater loss for the year than in 1990. The
Group regional treasury centre again expanded both its professional staff and product line,
while the Bank itself opened a new representative office in Alhambra, California.

The Bank’s branches in Panama continued to focus chiefly on trade finance, which grew
in line with the country’s strong economic recovery. Although working profit was well
above the previous year’s level, net results were slightly less than the record profit earned
in 1990. Higher taxes and carrying costs associated with the purchase of Panamanian
sovereign loans from other Group companies cut into net margins,

The Bank’s operations in the Bahamas had another profitable year, benefiting from the
sale of some less developed country loans.

HongkongBank’s business in Brazil — which is handled by an associate company, Banco
HKB SA — made a small net profit despite difficult economic conditions.

In Chile, the Bank’s two branches recorded a higher profit than in 1990, but this was
below forecast owing to fiscal and regulatory changes during the year.







Hang Seng Bank Limited

Hong Kong’s economy experienced a slightly higher rate of real growth in 1991 than in the
previous two years. With stronger demand for Hong Kong’s products, total exports recorded
a healthy rate of growth. Consumer spending rose further while high inflation remained a
cause for concern. Against this background, Hang Seng (Group interest 61.48 per cent} had
another satisfactory year, with an increase of 28.5 per cent in post-tax profits.

DEPOSITS AND GTHER ACCOUNTS
At year-end, current, deposit and other accounts totalled Hk$228,223.3 million, an increase
of Hk$28,372.4 million or 14.2 per cent over 1990, In line with

the industry trend, total deposits grew at a slower pace, mainly

Financial highlights 1991 1990 due to a marked slow-down in non-US dollar foreign currency
Share capital and deposits.
reserves 16,069.4 14,143.7 LOANS AND ADVANCES
Profit attributable As a result of the improved performance of the local economy,
to shareholders 2814 2.187.8 loan demand expanded steadily throughout the year, fuelled
Dividends paid and mainly by the buoyant property market. Speculative demand for
proposed 1.485.7 1.188.6 residential flats eased in the latter part of the year, following

Total assets

Expressed in Hong Kong dollars millions

245,970.2 215,382.0 collective action by banks — led by HongkongBank and Hang
Seng — to restrict the mortgage ceiling to 70 per cent of a
bank’s valuation of a property. At year-end, advances to cus-
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tomers and other accounts totalled nx$78,067.3 million, a rise of
HK$12,020.4 million or 18.2 per cent over 1990. The loan to deposit ratio was 34.2 per cent,
and liquidity remained high, with 66.5 per cent of customers’ deposits and other accounts
being held in the form of cash or deposits with other banks.

SHAREHOLDERS® FUNDS

After a one-for-five capitalisation issue in April 1991 and the transfer from the inner reserve
to the general reserve, published consolidated shareholders’ funds totalled Hk$16,069.4
million at year-end, an increase of 13.6 per cent over 1990.

NEw HEADQUARTERS

Hang Seng’s new headquarters building was officially opened in March 1991. Constructed
to meet Hang Seng’s requirements until well into the next century, the spacious building
incorporates many high-technology features, greatly enhancing customer service.

Local. BrRancH NETWORK
During the year, two new branches were opened in Hong Kong, bringing the total number
of local branches and offices to 124.

NEw YCRK AND SaN FRANCISCO BRANCHES

As the US economy remained shuggish, the two New York branches and the limited service
branch in San Francisco concentrated mainly on consolidating their operations. They
reporied steady increases in customers’ deposits.

REPRESENTATIVE OFFICES IN CHINA

In August, Hang Seng’s third representative office in China was opened in Shanghai,
complementing its two other representative offices in the Shenzhen and Xiamen Special
Economic Zones. The three offices played an important role in providing liaison and
business enquiry services to customers who have established or who intend to set up a
business in China.

SUBSIDIARIES

The two wholly owned subsidiaries, Hang Seng Finance Limited (a restricted licence bank)
and Hang Seng Credit Limited (a deposit-taking company), had another successful year,
making important contributions to Hang Seng’s operating results. Despite strong com-
petition, Associated Bankers Insurance Company Limited, a 68.8 per cent owned subsidiary,
enjoyed steady growth, with increases in both premium income and profits. The Wing On
Bank Limited, a 50.3 per cent owned subsidiary, also made satisfactory progress. In view of
its greatly improved profitability and financial position, Wing On Bank announced payment




of both the preferential share dividends which had accumulated since its restructuring in
1986 and ordinary share dividends for the first time in seven years.

ENHANCED SERVICES

To promote wider ATM usage, Hang Seng launched an Instant Card Issuance Programme
and held a promotional campaign jointly with HongkongBank. An express service, in the
form of counters equipped with note-dispensing machines, was introduced at most branches.
A one-year marketing programme to promote automated services was also launched. To

- meet market demand, Hang Seng’s insurance agency business has been strengthened by the

introduction of three personal insurance products — HospitalCare, LifeCare and Travelsure
— which have been well received by customers.

COMMUNITY SERVICES

Hang Seng continued its tradition of supporting community services, including the
sponsorship of a three-year programme to promote table tennis in Hong Kong. To ensure that
it continues to reflect current expenditure patterns, the rebased Hang Seng Consumer Price
Index was released during the year. To answer the increasing number of enquiries about the
Hang Seng Share Index, additional computerised telephone hot lines were installed.

In 1991, the Hang Seng School of Commerce, a non-profit-making coeducational in-
stitution, successfully completed its Y1th year of operation. The School has adopted a new
course structure which offers a matriculation course in commercial subjects and a one-year
course for a diploma in business studies that will gradnally replace the current two-year
diploma course. At present, the School awards up to eight scholarships a year to outstanding
graduates to study business-related degree courses at tertiary institutions overseas. It plans
to award additional scholarships in the near future.

The British Bank of
the Middle East

Despite the Gulf War at the beginning of the year, The British Bank of the Middle East
(BBME}) achieved record profits in 1991 assisted by the very strong performance of its
associate The Saudi British Bank.

The early disturbance of the region’s economies, exacerbated by deepening recessions in
Europe and the United States, resulted in budget deficits in a number of Gulf countries. A
softening of the price of oil in the last quarter also forestalled efforts in some countries in
the region to restore previous levels of economic activity. The prospect of oversupply and
the possibility of resumed Iraqi oil exports are likely to keep oil prices, and thus oil revenues,
depressed in the medium term.

Financial highlights

Share capital and
reserves

Profit attributable
to shareholders

Dividends paid and
proposed

1991 1990 BBME'’s strong performance reflected the economic resur-
gence in the region immediately following the end of the Gulf

198,977 190,900 crisis and its business, particularly its retail banking operations,
continued to grow throughout 1991. In the latter half of the year

37,432 31,090 steps were taken to expand the bank’s card business in the
region; a Visa debit card was launched in the United Arab

28,000 23,000 Emirates and introduced at the end of the year in Oman and

Total assets

Qatar. The bank also assumed MasterCard’s® merchant business

2,400,525 2,146,387 in Jordan and Oman. At the end of the year agreement was

Expressed in pounds sterling '000s reached in principle for BBME to manage the merchant business

of JCB, Japan’s largest card issuer, throughout the region.

The United Arab Emirates saw a rapid return of business confidence after the crisis, A
net inflow of funds and a significant increase in trade underpinned BBME's operating results
for the year. Net results, however, were slightly below those in 1990. The bank’s subsidiary,
Middie East Finance Company Limited, had a disappointing year, but internal restructuring
of the company should assist it to achieve better results in 1992.

Following the cessation of hostilities in the Gulf, the bank’s operation in Bahrain was
well placed to take advantage of the improvement in local trading conditions, producing a
better result than in the previous year.
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Dubai. With a long history as a major Middle East entrepdt and

today the leading port in the United Arab Emirates, Dubai
The second largest emirate in the UAE after Abu Dhabi (bottom

(10p right) is strategicatly located at the eastern end of the Gulf.
left), Duba

Iy important commercial centre and

i is an increasing

iocation for The British Bank of the Middle East

a key
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' BBME’s branches in Jordan reported increased profits based on higher foreign exchange
earnings and reduced loan provisioning. However, Jordan’s economy continues to be heavily
dependent on foreign aid and overseas workers’ remittances, and its economic outlook
remains uncertain.

The Bank’s operaticn in Oman achieved a satisfactory result in line with that reported in
1990. Funds repatriated following the end of the Gulf crisis resulted in higher than expected
customer deposit levels. To support its 1991-95 econontic plan, the Government borrowed
from the private sector by way of government development bonds denominated in local
currency.

In Qatar, the first phase of the North Field gas project was successfully brought on
siream, providing the Government with a valuable new source of revenue. BBME’s
operation produced better than anticipated working profits, but these were offset by
provisions for doubtful debts, and the final result was lower than in 1990. )

Lebanon’s economic prospects continued to improve slowly and BBME'’s branches in
Lebanon experienced a significant increase in deposits and trade-related earnings. Net profit
was ahead of 1990,

An excellent result was achieved by BBME’s Bombay Branch, surpassing that recorded
in 1990. Recent economic developments in India are expected to benefit the bank in 1992,

In Switzerland, BBME’s Geneva Branch reported operating income in line with the
previous year, supported by an appreciation of the US dollar in which most of its business
is denominated.

The London (Curzon Street) Branch in the United Kingdom produced a better than
expected operating income, but the final result was reduced by provisions for doubtful debs,
giving a net profit below that of 1990. ’

Marine Midland Bank

As the economic recession in the United States persisted and the commercial real estate
market in the north-east region remained depressed, Marine Midland Bank reported a net
loss of us$189.9 million for the year. However, the result was a substantial improvement on
the loss of us$295.6 million recorded for 1990 and reflected the significant steps Marine has
taken to improve its performance.

In June, HongkongBank’s Executive Director Banking, Mr J R H Bond, was appointed
President and Chief Executive Officer of Marine Midland Bank. His appointment was
preceded earlier in the year by that of several other senior

Financial highlights

Share capital and
reserves

HongkongBank executives to strengthen Marine Midland’s
1591 1990 management and, in particular, to oversee its credit policy,
internal audit and human resource functions.

Loss attributable
to shareholders

Total assets

Expressed in US dollars '000s

1.100,534 1,097,468 Expense reduction was a major priority during the year.
Credit-related expenses were cut from ts$676.5 million in 1990

(189,940) (235,631) to us$389.8 million in 1991, a 42 per cent reduction. Operating
16,946,784 20,106,902 expenses — excluding credit-related and non-recurring expenses

— were brought down from uvs$833.1 million in 1990 to
us$760.4 million. Staffing levels were also reduced to 10,450, a

cut of 7.8 per cent. To match its smaller balance sheet, Marine has
reduced its staff by over 3,000 employees since year-end 1989.

Throughout 1991, Marine continued to strengthen, as well as trim, its balance sheet. The
Group contributed us$150 million of new equity and converted a us$50 million subordinated
note to equity. As a result, Marine’s Tier I capital ratio at the end of 1991 was 7.66 per cent
compared with 5.84 per cent in 1990, and its liquidity was increased substantially. By
reducing its exposure to wholesale liabilities and selling certain assets, such as highly
leveraged transactions and auto leases, Marine reduced its balance sheet during 1991 to
Us$16.9 billion. The us$3.2 billion reduction resulted in 1991 net revenues of us$1 billion,
Us$300 million less than in 1990.
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Buffalo. Situated near the United States' border with Canada, with
Lake Ontario to the north and Lake Erie to the south, Buffalo is
New York State’s second largest metropolitan area and the home
of Marine Midland, the Group’s principal entity in the USA. Marine
is refocusing its business on its traditional franchise throughout
New York State, where it is a leading community bank.

As a north-east regional and New York State bank funded principally by core deposits
raised from its network of 317 branches, Marine Midland retains a customer base of one
million households and more than 125,000 businesses within the State. Nationally Marine
also manages several important consumer businesses such as mortgage servicing, affinity
credit cards and student loans. Marine’s mortgage servicing portfolio of over us$15 billion
is a significant source of fee income. The latest additions to Marine’s affinity credit card
programme are Jack Nicklaus’ organisation, Golden Bear International, and Alamo Car
Rental. Under the bank’s student loan programme, loans are sold to a quasi-government
agency when students graduate; in 1991 loans amounting to some us$400 million were sold.

In 1992 Marine intends to focus on its regional banking, consumer and commercial
finance businesses. Through its participation in the Group’s cost-effective technology and
international networks, Marine will also continue to offer its customers access to the services
and products which that technology makes available world-wide.

Hongkong Bank of Canada

<

Hongkong Bank of Canada had a satisfactory year in 1991. Consolidated net income for the
year ended 31 October 1991 rose to c$51.8 million, an increase of 6 per cent over 1990. Total
revenue for the year ended 31 October 1991 was c$1,124.5 million, compared with
¢$1,035.1 million a year earlier. Total assets at the end of the 1991 reporting year stcod at
c$10.27 billion, about the same as at 31 October 1990. Share capital and reserves declined
as a result of capital testructuring activity associated with the acquisition of Lloyds Bank
Canada.

Financial highlights

Share capital and

In a year of difficult economic conditions, Hongkong Bank of
1891 1990 Canada attributed its satisfactory results to two factors: a loan

31 October 31 October loss position markedly better than that of the industry as a whole,

and tight control of costs. While the economy in general moved
towards recovery from recession, the downtum continued to

reserves 478,657 551,344 e a
affect several sectors: the prairie grain industry suffered because
Profit attributable s . : e
to shareholders 51828 48,688 of the developed nations’ impasse on agricultural subsidies; the
- forest industry in all regions faced low demand for its products
Total assets 10,268,060 10,231,212 and substantial debt-servicing costs; and the industrial heartland

Expressed in Canadian dollars '000s

of Ontario and Québec went through major structural readjust-
ments because of the impact of the Canada-US Free Trade
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Agreement, which came into effect in 1989.

Canada has been successful in achieving a considerable measure of price stability. The
rate of inflation in 1991 is estimated to be 5.9 per cent, a sizeable portion of which is
attributed to the introduction of a new federal sales tax. The rate would be close to 2 per cent
without the tax. A substantial fall in interest rates has made new investment in business more
attractive and housing more affordable, as seen in the more than 15 per cent increase in the
number of new residential mortgages in Hongkong Bank of Canada’s portfolio during the year.

On 31 July, Hongkong Bank of Canada marked the 10th anniversary of the granting of
its charter to operate as a bank in Canada. Since commencing operations, the bank has
expanded by a process of mergers and acquisitions to reach its present position as Canada’s
largest foreign bank and seventh largest bank overall.

Activities during the year centred on integrating branches of Lioyds Bank Canada —
purchased in 1990 — into Hongkong Bank of Canada’s branch network, and on strengthening
the bank’s reputation for superior service. The network — which stretches some 4,530 miles
from Victoria, British Columbia, in the west of the country to St John’s, Newfoundland, in
the east — numbered 108 offices at the end of 1991. Several branches that duplicated
services were amalgamated during the year and two unprofitable ones were closed. Re-
novations and refurbishment were carried out at 12 branches across the country. In October,
a new branch catering for the commercial market was opened in St Laurent in Québec.

During the year, Hongkong Bank of Canada’s Regional Office and main branch in
Toronto relocated to new premises, with the aim of enhancing its service capability in eastern









Vancouver. A cosmopolitan city of one and a half miilion
people, Vancouver has one of the world’s finest natural harbours
and has emerged rapidly as a major North American centre for
trans-Pacific trade. The city is the headquarters of Hongkong
Bank of Canada, the leading international bank in the country.

Canada. The Hongkong Bank of Canada Building at 70 York Street in the heart of Toronto’s
city centre was officially opened in June.

The bank’s service for foreign exchange and money-market customers was further
enhanced by the installation of TREATS, the Group’s state-of-the-art treasury trading
system. After careful customer evaluation and testing, a new range of retail and commercial
deposit accounts was introduced. In Novembér, Hongkong Bank of Canada was linked to
the HSBC Group’s global ATM network that gives customers access to local currency from
more than 100,000 machines around the world. In 1991, the bank’s MasterCard® customer
base expanded by 23 per cent over 1990, and revenue rose by 38 per cent. A programme to
strengthen trade finance products was also initiated. New Unisys banking terminals were
installed in all branches, permitting faster retrieval of customer accounts at the counter.

Heavy investment in staff training in the form of internal and external courses continued
throughout the year. Hongkong Bank of Canada has the highest participation rate of all
chartered banks in the country in the continuing education courses organised by the Institute
of Canadian Bankers.

Opportunities for expansion into other finance-related areas have been deferred due to
delays in the enactment of reforms of federal laws and regulations governing financial
institutions proposed by the Canadian Government late in 1990.

During the year, Hongkong Bank of Canada continued its policy of supporting cultural
and educational activities in the communities in which it operates.

HongkongBank of Australia The Australian economy remained in recession throughout 1991. The profitability of the
corporate sector was adversely affected as a result and the significant reduction in interest

m rates has so far failed to stimulate a recovery.

HongkongBank of Australia recorded a much reduced loss for the year despite making

further provisions for its non-performing commercial loan portfolio. The performing loan

" book achieved satisfactory growth, particularly in business with Asian investors. The

“treasury division again performed strongly, further enhancing its position and reputation in

the Australian market. It also benefited from the services provided

by its strategic trading unit, which was established in 1990, and by
the more recently formed overnight dealing desk.

Financial hightights 1991 1990

Share capital and

reserves 109,726 148,775 James Capel Australia Eimited had a disappointing year; it
- - suffered substantial losses in its derivative trading business, which
Loss attributable
to shareholders {37,799} (273,198) was closed at year-end. The company has reduced overheads and
refocused its business on broking. Wardley James Capel
Total assets 2,718,546 2411521 Corporate Finance Limited and Wardley Investment Services
Expressed in Austrafian dollars '000s (Ausiralia) Limited both reported reduced losses for the year.

The total assets of the HongkongBank of Australia Group
have increased as a result of a renewed focus on quality corporate and Asian business. During
the last quarter of 1991, the Group relocated its Sydney headquarters to one of the city’s
prime business locations.
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Sydney. Australia’s major commercial and financial centre,
Sydney is the headquarters of the HongkongBank of Australia
Group. As trade and other ties develop rapidly between Australia
and the rest of the Asia-Pacific region, HongkongBank of
Australia is well placed to assist its customers with a range of
corporate, treasury, trade finance and personal banking services.

Associated Commercial Banks

The Saudi British Bank

The economy of Saudi Arabia proved remarkably robust in 1991. Despite exceptional
financial commitments resulting from the Gulf crisis, the country enjoyed buoyant oil
revenues and a resurgence of domestic growth. Even so, the Government was obliged to raise
international loans to meet its budgetary shortfail.

The Saudi British Bank (Group interest 40 per cent) again produced excellent results, in
spite of falling interest rates. Strong underlying growth was achieved in all the bank’s main
activities and an enhanced product range was introduced. Both

Financial highlights

Share capital and

Visa and MasterCard® were launched by The Saudi British Bank
1991 1930 during the year. Six new branches were opened and one was
closed, giving a total network at year-end of 50 branches. The

reserves 1,003,392 839,177 quality of both the loan book and non-funds income was
Profit attributable improved.

to shareholders 250511 192,110 The prospects for the economy in 1992 are encouraging, with
Dividends paid and industrial diversification as well as expansion of the vital oil

proposed 86,296 68,788 - industry being principal features of the Government’s economic
Total assets 16,247,191 14,577,936 policy. The Saudi British Bank looks forward to a continuing

Expressed in Saudi riyals 000s

expansion of its overall business and income.

The Cyprus Popular Bank

The Gulf crisis severely affected the Cypriot economy, particularly the tourist and export-
oriented industries. Unemployment remained at 2.3 per cent, but inflation rose to 5 per cent
despite the Government’s restrictive monetary policy. The economy registered a real growth
rate of 1 per cent, the lowest in 15 years. Despite the economic slow-down, The Cyprus
Popular Bank Limited (Group interest 21.42 per cent) recorded higher profits than in 1990.
Its branch network was increased by five new branches to 127, and a new subsidiary was
established to provide factoring services. The bank also announced plans to expand into
Greece under the name of European Popular Bank Limited, in which HongkongBank will
be a minority shareholder.

Hongkong Egyptian Bank

.4

Capital Markets Businesses

Egypt’s economic prospects improved in 1991 as a result of the write-off of its military debt
by the United States and Gulf states, and an International Monetary Fund reform programme
that aimed to reduce the country’s foreign debt. The programme included a loan package and
the rescheduling of outstanding debt repayments. During the year, the Government
liberalised foreign exchange controls and import regulations, relaxed restrictions on interest
rates, and tightened market liquidity. Hongkong Egyptian Bank S.A.E. (Group interest 40
per cent} had a disappointing year, with net profits falling to e£2.2 million, due mainly to the
increased provisions required by new banking regulations. In addition, higher interest rates
caused a substantial contraction of the lending portfolios of private sector banks.

Wardley Group

<

The Wardley Group’s 1991 profit increased by 77 per cent over 1990 to reach a record
Hk$567 million. For comparison with previous years’ results, the Group’s 1991 profit figure
includes the earnings of Wardley Investment Services Limited, That company, however, was
transferred from the Wardley Group during the year as part of a restructuring of the HSBC -
Group’s asset management business.

WARDLEY LIMITED

Wardley Limited, the HSBC Group’s merchant and investment bank in South-East Asia, had
an excellent year with all core businesses performing well. Based in Hong Kong, with offices
or affiliates in Taiwan, Thailand, Singapore, Malaysia and Indonesia, the company’s
consolidated net profit was 51 per cent higher than in 1990.

Private Banking and Treasury
Private banking and treasury income increased substantially over the previous year.
Contributing to the strong performance were four key factors: declining interest rates,
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Financial highlights

Share capital and
reserves

increased foreign exchange volatility, expanded discretionary man-
1991 1990 agement of client portfolio services, and diversified swap activities.

Reflecting the restructuring of the HSBC Group in 1991,

2,154,591 1,944,714 Wardley Bank (Luxembourg) S.A. was renamed HSBC

Profit attributable
to shareholders

' Bank (Luxembourg) S.A. The bank also reported better than
567,129 321,133 expected resuits.

Dividends paid and
proposed

Debt Origination and Advisory Services

350,000 210,000 Wardley Capital Limited, an acknowledged leader in project

Total assets

Expressed in Hong Kong dollars "000s

58,397,295 55,294599*  finance and advisory services, produced good profits in 1991.

Activities during the year included acting as the Hong Kong lead

* Rostated to include the assets of Wardley Swire Holdings manager for the Asian Development Bank’s pioneering ‘dragon’

Limited

bond issue, and completing the project financing for the
Guangdong Superhighway in southern China. The company also
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acts as financial adviser to the Hong Kong Government for the new airport now under
construction in Hong Kong. Other work involved advising on infrastructural projects in
Thailand, Taiwan and Malaysia, as well as profitable activities in aviation and property
finance, export credits, and financial risk management.

Corporate Finance

In a year of numerous initial public offerings, Wardley Corporate Finance Limited sponsored
and underwrote 11 flotations on the Hong Kong stock exchange. Participating in a wide
range of activities, the company also acted as financial adviser to, and lead underwriter of,
the two largest rights issues in Hong Kong during the year.

Wardley’s branch in Singapore had a slow year in difficult market conditions.

Broking and Securities Services

Wardley-Thomson Limited’s broking and securities business recorded significant profit
increases in 1991. Contributing to the strong performance was higher turnover on the world’s
major exchanges, combined with strengthened trading and expanded arbitrage activity in
futures, options, equities, bullion and precious metals. At the beginning of 1992, Wardley-
Thomson merged with James Capel (Far East) Limited to form Wardley James Capel
Limited. The new company expects to achieve good operational efficiency as a result of
higher combined trading volume and broader market reach.

Wardley’s association with Cathay Trust in Thailand produced results considerably better
than anticipated earlier in 1991. PT Wardley James Capel Indonesia, however, performed
poorly and is expected to improve only with an upturn in the world economy and rising oil
and commodity prices.

Improved turnover on the Hong Kong stock exchange enabled Central Registration Hong
Kong Limited to earn higher profits in 1991. Owned 50 per cent by Wardley, the company
provides a computerised registration service for Hong Kong-listed company shareholders.

Wardley Shipping Services Limited produced satisfactory profits. It opened a London
office in May.

INVESTMENT MANAGEMENT
Wardley Investment Services Limited achieved excellent results during 1991. Both profit-
ability and assets under management increased.

In Hong Kong, which remains the company’s largest fund management centre, assets
under management increased by one-third, reflecting an expanded client base and highly
competitive investment returns. Carlingford Swire Assurance Limited, engaged primarily in
the provision of group retirement benefits, is well positioned to meet the rapid growth in
demand for retirement and pension products anticipated as a result of Hong Kong legislative
changes proposed for 1992.

In Singapore, operations were affected by the sharp volatility of the region’s smaller

markets in 1991. In Australia, after very creditable investment results in recent years,
Wardley Investment Services (Australia) Limited is well positioned for growth during 1992,



though it reported a loss for 1991. In North America, Marinvest, Inc. is also set for substantial
growth in 1992.

To provide more focused marketing and management, the asset management business of
the HSBC Group was restructured along geographic lines in 1991, Wardley Investment
Services Limited retains responsibility for the Asia-Pacific region, Marinvest, Inc.
concentrates on the North American market, and James Capel Asset Management Limited
covers the European market, All three companies now report to a chief executive responsible
for asset management throughout the HSBC Group.

OtHER OVERSEAS OPERATIONS

In disposing of its non-strategic loan portfolio booked a decade ago, Equator Holdings
Limited incurred a loss similar to that in 1990. The Equator Group has now been restructured
with adequate capital, however, and is expected to return to profit in 1992. Current business
in 991 produced good profits and Equator has established an effective role assisting in trade
finance and acting as a financial intermediary between aid agencies and African customers.

In North America, Wardley Incorporated was merged with James Capel Incorporated in
New York under James Capel’s ownership. The resultant economies benefited both companies.
Wardley Canada Inc, a subsidiary of Hongkong Bank of Canada, reported improved results.

Wardley Cyprus Limited made a satisfactory profit despite the effects of the Guif War on
the economy of Cyprus.

In Malaysia, Wardley Limited’s interest in Utama Wardley Berhad was reduced to just
below 20 per cent following a rights issue. Utama Wardley’s profit again increased significantly.

James Capel Group The James Capel Group returmned to profit in 1991, despite varying levels of activity on the
world’s stock-markets. Market volumes were generally buoyant during the first four months
of the year, but became considerably weaker later. The strong recovery from the loss
recorded in 1990 was due to the exceptional performance of a number of areas, the
introduction of new products, increases in market share, and tight control of costs. As a
result, the company was able to repay £34.5 million of capital loans to its shareholder.

In the United Kingdom, James Capel remained London’s leading agency broker, and its
research work was again highly rated by a number of independent

Financial highlights 1991 1990 polls. The company’s institutional sales and dealing activities
) made a reasonable profit. Its derivatives teams were reorganised

Share capital and 81.012 11850 to take account of the proposed merger of the UK derivatives
roserves i ! markets — the London International Financial Futures Exchange
Profittioss) for the year and the London Traded Options Market. At the same time, James
after taxation 6,055 (30359} Capel purchased the 50 per cent of James Capel-CM&M (UK)
Dividends paid - 11,688 Limited it did not already own. In corporate finance, James Capel
Total assets 2,173,467 3,047,411 acted as lead broker to the UK Govemnment in the offers for sale
of two electricity-generating companies. The investment man-

Expressed in pounds sterling '000s agement division, which serves both domestic and offshore

private clients, had an excellent year, partly reflecting the
acquisition in 1990 of a major part of the Stock Group (London) Limited.

In the reorganisation of the global fund management operations of the HSBC Group,
Wardley Investment Services Limited in the United Kingdom was merged with James
Capel’s profitable fund management and unit trust divisions. James Capel Moneybroking,
which did not provide an adequate retumn on capital, was closed.

Against a background of difficult market conditions, results in continental Europe were
mixed. In Paris, James Capel S.A. had a disappointing year. Derivatives trading was
adversely affected by the collapse of premiums following the end of the Gulf War in
February, while sales volumes, particularly in the international sector, were very weak.
During the year, the business was refocused substantially, including the sale of the private
client operation and a sizeable reduction in staff numbers. James Capel’s Amsterdam and
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London. One of the world’s major financial centres, the British
apital is the centre of Group activities in Europe. HongkongBank
first opened an affice in London.in 1865; today it provides a
wide range of banking services from its offices in the city, with
sirong treasury, corporate banking and trade finance capabilities.

James Capel, the leading international securities house, also has
a major presence in its domestic market, while HongkongBank
International Trade Finance is the Group's specialist trade
finance arm serving imporiers and exporters throughout the world.
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Frankfurt offices suffered from low volumes of activity. In Madrid, however, the joint
venture James Capel-Midland Agencia de Valores S.A. showed a good return on investment.

In the Americas, James Capel Incorporated had an outstanding year, during which it
became a member of the New York Stock Exchange. As Latin American markets began to
offer attractive returns on investment, James Capel was in the forefront of regional broking
and corporate finance activities, which were co-ordinated by its New York office but
involved its world-wide distribution capabilities. James Capel was one of three brokers
initiaily permitted access to the Brazilian Stock Exchange on behalf of foreign investors, and
was the first European securities house to lead manage a Mexican initial public offering. It
also successfully launched a Latin American fund that gives access to regional markets other
than Mexico. In Canada, BBN James Capel Inc. opened new equity sales offices in Calgary,
Montréal and Vancouver, and made good progress in its corporate finance operation.

The Tokyo market saw extremely low volumes of activity throughout the year, but James
Capel Pacific Limited made a good profit and was among the leading international securities
firms in terms of market share. The company also obtained membership of the Osaka
Securities Exchange to trade the Nikkei 225 futures and related options. James Capel
Australia Limited produced poor results, and its operation was scaled down.

The Hong Kong office had another good year, despite the regional siow-down in cor-
porate activity. Although the results of Kay Hian James Capel Pte. Ltd., the publicly listed
joint venture in Singapore, reflected a lower level of market activity, they were nevertheless
respectable. James Capel’s comprehensive regional network was strengthened by the
opening of a research office in Kuala Lumpur. In October, a merger was announced between
James Capel (Far East) Limited and Wardley-Thomson Limited. The new company,
Wardley James Capel Limited, is now the region’s strongest integrated securities business.

CM&M Group Carroll McEntee & McGinley, the HSBC Group’s primary dealer in US government
securities, recorded a profit of us$9.3 miliion for 1991. The company’s total revenues
increased by almost one-third as declining interest rates prompted sharp increases in
customer volume, especially for government securities. Each of CM&M’s wholesale, futures
and broker-dealer activities contributed higher revenues, while the company’s continued
emphasis on cost containment helped to reduce overall fixed operating costs.

New strategies implemented by the wholesate trading desk resulted in better service for
round-lot customers, generated substantial growth in revenue, and created opportunities to
generate higher risk trading revenues on a more consistent and
measured basis. Plans for 1992 call for integrating CM&M’s risk

Financial hightights 199 1890 " e :
trading activities more closely with HSBC Group treasury
Share capital and operations in New York and London.
reserves 84,432% 95,117

Profit attributable The company’s broker-dealer business ended its second year
to sharehoiders 9,315 407 in operation generating strong new customer revenues from non-
US treasury fixed-income products. Mortgage-backed securities,

Total assets 2,912,446 2,335,095 .
broadly traded around the world, were added to the product line
Expressed in US doilars ‘000s during the year. As a result of lower interest rates, CM&M’s retail
Ed . e
On 31 December 1991, CM&M Group redeemed business became more competitive. The company undertook new

Group stock valued at US$20 million s e s .
P technology initiatives to counter this trend.

In CM&M’s futures operations in Chicago and Singapore, growth in client business and
Group volume led to increases in commission income and net earnings. In Europe, changes
in the derivative products market led CM&M to transfer its share of a jointly owned London
futures floor brokerage to James Capel & Co. Limited.

The highly publicised incidence of fraud by a primary dealer in the US government
securities market during 1991 had only a marginal impact on CM&M. The company backed
the investigation of auction and trading practices, and supports efforts to ensure the faimess,
and improve the operating efficiency, of the markets for US government securities.
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Finance Companies

Tokyo. Capital of the Asia-Pacific region’s leading economy and
its largest financial centre, Tokyo is an important location for
HSBC Group activities. Having opened a branch in Yokohama —
the port lying immediately to the south of Tokyo — in 1866,
HongkongBank celebrated its 125th anniversary in Japan in 1991.
Other Group companies with a presence in Tokyo are CM&M,
Wardley, James Capel and Hongkong International Trade Finance.

Wayfoong Finance Limited

Buoyant demand for residential mortgages, together with steady

Financial highlights 1991 1990 growth in Wayfoong Finance Limited’s hire-purchase business
Share capital and and a reduction in overheads, led to a significant increase in
reserves 585,331 512,478 profitability in 1991. The return on resources improved as a result
Profit attributable of a lower than expected cost of funds, but the decline in interest
to shareholders 272,853 223,329 rates in the latter part of the year caused a marked reduction
Dividends paid and in the company’s deposit base. Nevertheless, to strengthen the
proposed 200,000 200,000 company’s capital base, the dividend was maintained at the
Total assets 9,716,851 12,587,943 1990 level.
Expressed in Hong Kong doflars '000s
HSBC Finance {Malaysia) Berhad
Operating conditions for HSBC Finance (Malaysia) Berhad were
Financial highlights 9, 1990 difficult in 1991 despite Malaysia’s generally buoyant economy.
Share capital and In a strongly competitive environment, the company succeeded
Teserves 73,380% 73589 in increasing customer advances but a substantial rise in the cost
Profit attributable of funds resulted in narrower interest margins. Concerned about
to shareholders 5,791* 9,858 rising inflation, Bank Negara Malaysia instituted various
Dividends paid and measures to curb consumer spending including both higher down
proposed 6,000* 9,800 payments and faster repayments for cars financed by hire-
Total assets 879,806* 763,524 purchase. Lower commodity prices also adversely affected the

Expressed in Malaysian ringgit ‘0005
*Subject to approval

company’s equipment financing business, particularly in East
Malaysia. As a conseguence, the company reported a lower profit
for 1991 than for 1990.

Wayfoong Mortgage And Finance (Singapore) Limited

Wayfoong Mortgage And Finance (Singapore) Limited made

Financial highlights _ 1991 1990 good progress and good working profits in 1991. The company
Share capital and completed the installation of its new computer system, which, in
reserves 25,384 23,872 an increasingly competitive market, permitted strong growth in
Profit attributable receivables and deposits without the need to increase staff
to shareholders 2,478 4,673 numbers, Although the company slowed its property financing, it
Dividends paid and enjoyed a highly successful year with hire-purchase financing.
proposed 966* 2,505 A reduction in the cost of funds, together with a rise in yields on
Total assets 305,502* 217,741 customer advances, produced a significant increase in working .
profit. General provisions were increased, as encouraged by the
Expressed in Singapore dollars ‘0005 Monetary Authority of Singapore, thus reducing reported profits.
Subject to approval
Mortgage And Finance Berhad -

} Despite asset growth, tight control of operating expenses and
Financial highlights 191 1980 continuing low levels of delinquencies, Mortgage And Finance’s
Share capital and 1991 profit was 21 per cent below the high level achieved in

reserves 6,331 6,025 1990. Two factors cut into profits for the company, whose main
Profit attributable business is the hire-purchase of private vehicles. First, although
to shareholders 4,156 5,292 the company was able to sustain satisfactory deposit growth,
Dividends paid and declining interest rates on surplus funds caused net margins to
proposed 3,850 5,300 narrow. Second, banks providing personal instalment loans
Total assets 127,680 111,691 proved to be highly competitive. Whilst the company maintained

Expressed in Brunei dollars '000s
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market share in 1991, growth prospects have narrowed so
abruptly that it is reviewing expansion into other lines of business.






HongkongBank International Trade Finance Limited

Financial highlights

Share capital and

During the year, Western Europe’s business and industrial
1991 - 1990 sectors continued to suffer, albeit in varying degrees, from the
effects of the recession. Although HongkongBank International

reserves ~ 5,188 5,327 Trade Finance Limited’s traditional customer base is almost
Profit attributable entirely in Western Europe, the spread of its customers enabled
to shareholders 2368 3,662 the company to weather the recession and maintain a steady
Dividends paid and . income. However, overheads were adversely affected by non-
proposed 2,868 3,662 recurrent costs and, as a result, the company’s profit for 1991 was

Total assets

Expressed in pounds sterfing ‘000s

132,488 108,792

lower than that for 1990. To improve its performance, the company
— whose core business remains cross-border trade finance
involving automotive distribution, raw materials, chemicals and

semi-capital equipment — took steps to lower its cost base.

Concord Leasing, Inc.

Finaneial highlights

Share capital and
reserves

Concord Leasing, Inc., the Group’s primary secured equipment
1991 1990 leasing operation in the United States, again produced strong
earnings. Despite the nation’s depressed economy, the company

Profit attributabfe
to shareholders

Total assets

Expressed in US doliars '000s

124873 103,994 achieved record profitability with 1991 pet income of us$20.9
million. Concord’s sustained profitability is partly attributable to

20,879 19,607 its strategy of diversifying its markets and products. In 1991, for
2,170,392 1,946,597 example, its health care and computer portfolios achieved

excellent results, whilst graphic arts and construction industries
were down. Reflecting Concord’s ability to manage its mix of

Insurance Companies

assets and liabilities by syndicating or securitising selected trans-
actions, assets rose by 11.5 per cent based on us$1.1 billicn in
new business bookings.

Carlingford and Gibbs
Insurance Groups

<»

Despite the downturn in the world’s insurance markets, caused by substantial underwriting
Josses and minimal growth in broking activity, the results of the Carlingford and Gibbs
Insurance Groups exceeded expectations. Post-tax profit increased to nk$122.4 million.

The year saw a number of developments in the Group’s insurance business, including the
successful launch of a personal insurance joint venture and two acquisitions, all of which
took place in the United Kingdom. A 50 per cent owned venture was established by Gibbs
Hartley Cooper Limited jointly with the Norwich Union Group, with the objective of
increasing the Insurance Group’s household and motor insurance business in the United

Kingdom. A pension consultancy was acquired by Antony Gibbs

Financial highlights

Share capiial and

Benefit Consultants Limited and a retail insurance broking
1981 1990 portfolio by Gibbs Hartley Cooper. Helped by strong internal
growth, these acquisitions enabled the Group’s intermediary

reserves 633,177 562,225 insurance businesses to achieve record profits.
Profit for the year Although the general insurance market in South-East Asia was
after taxation 122,401 119,358 . . . . .
also affected by the difficulties experienced by the industry in
Dividends paid and other parts of the world, and despite lower interest rates and
- proposed 44,557 40,000 PR : >
continuing downward pressure on premiums, the Group’s under-
Total assets 2,771,923 2,802,182 writing subsidiaries in the region were able to report profits that

Expressed in Hong Kong dollars '000s

were in line with those for 1990. The insurance broking units —
which operate principally from the United Kingdom, the Middle
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East, Bermuda, Cyprus, Singapore and Hong Kong — achieved
a very strong profit growth of 70 per cent. The agency business in the Asia-Pacific region
continued to expand; it was strengthened by the establishment in July of HongkongBank
Insurance Services to develop business for the insurance subsidiaries with corporate and
retail banking customers of other members of the HSBC Group.
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Trustee Companies

HKBG Holdings Limited

Investments

The Trustee Group had a disappointing year. Although the income of Group companies
continued to grow, rising rents and other costs resulted in a decline in overall profits
compared with 1990. The increased costs were mainly due to Hong Kong’s high inflation
rate, and the Group’s investment in human resources and technology.

Asian markets were buoyant during 1991. However, the growth in the Group’s corporate
business was slower than expected, primarily because of the postponement of proposed
legislation regulating provident funds in Hong Kong. The enactment of the new legislation
is now expected to take place in the first half of 1992. During 1991, the Trustee Group
companies in both Hong Kong and Malaysia positioned themselves to take advantage of the
business opportunities expected to arise from employers’ increased awareness of the need to
provide improved benefits for their staff, including retirement plans. The HongkongBank
Pooled Provident Plan — launched in Hong Kong in early 1992 by HongkongBank
International Trustee Limited in association with various fund management companies — is
designed to capture a share of a growing market for retirement benefits.

Increased competition in the personal trust business in Asia resulted in lower margins
despite relatively good economic conditions.

The Trustee Group’s strong commitment to the development of new business and new
markets, combined with tight control of overheads, should produce positive results. The
investment in technology during the year will enable the companies to enhance client
servicing and will lead to greater operational efficiency. Thus, while the outlook for 1992
is uncertain, the Trustee Group is well positioned for long-term growth.

Midland Bank plc

The Group’s investment in Midland Bank plc, which is held through a UK subsidiary, stood
at 14.6 per cent at the end of 1991. The investment produced dividend income of £5.2 million
in 1991 compared with £27.5 million in 1990.

Grenville Transportation Holdings Limited

During 1991 Grenville Transportation Holdings Limited, through

Financial highlights 1991 1880 its subsidiary Fort Haill Limited, sold 188 million shares in
Share capital and Cathay Pacific Airways Limited.
reserves 424353 487,318 The exceptional gains on the sales resulted in a significant
Profit attributable ‘increase in Grenville Transportation’s profit for the year and in
to shareholdars 1,850,459 1.052,891 the dividends paid and proposed. Underlying profits increased in
Dividends paid and spite of lower dividend income and a reduced contribution from
proposed 1,912,688 1,060,077 associated companies. .
Total assets 1,595,821 1,711,972

Expressed in Hong Kong dollars '000s
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The HSBC Group

Financial Summary

Five-year comparison (HK$m)

Compound

rate of

: growth (%)

At year-end 1987 1988 1989 1990 1991 1987-91

Share capital 11,818 13,102 14,540 16,161 16,301 8.4

Shareholders’ funds 33,299 35,930 52,669 53,502 56,286 14.0

Capital resources 54,692 59,927 79,062 79,847 82,215 10.7

Assets 823,653 883,71t 1,037,774 1,158,256 1,248,796 11.0
For the year

Profit attributable to

the shareholders : 3,593 4,300 4,774 3,096 5,664 12.1

Dividends 1,795 2,094 2,440 2,518 3,013 13.8

Earnings per share nx$ 2.39 2,72 3.00 1.93 3.49 9.9
{adjusted)

Dividends per share Hk$ 1.14 1.32 1.53 1.56 1.85 12.9
{adjusted)

Assets, deposits and advances

At the end of 1991 total assets stood at nk$1,248,796 -

million, an increase of 1k$90,540 million or 7.8%
compared with an increase of 11.6% in 1990.

‘Advances to customers and other accounts
increased by only 0.5%, compared with 6.0% in
1990, to a total of uk$573,332 million {/990:
HK$570,549 million), representing 45.9% (1990:
49.3%) of total assets.

Current, deposit and other accounts stood at
Hk$1,124,252 million, an increase of Hk$82,288
million or 7.9% compared with 12.5% in 1990.

The increase in deposits resulted in the advances
to deposits ratio declining to 51%, the lowest level
for a number of years.

HK$b
1,300

Ml Advances to
customers and
other accounts

- Current,

M Assets

deposit and
other accounts



Assets: geographical distribution (excluding Hong Kong

Government certificates of indebtedness) 1H§gg
The distribution of assets in 1991 compared with 1200
1990 was as follows: ' 1100
1990 1991
50.8% Asia-Pacific 56.0% 1,000
26.3% Americas 23.4% 00
2.7% Middle East/India 2.5% C—

20.2% Europe 181% 0 . —
The proportion of assets in the Asia-Pacific re- 700 . .

gion grew by HK$106 billion during 1991, primarily
due to increases in assets net of intra-group ba-
lances in Hong Kong by HongkongBank branch 500
operations and Hang Seng Bank of 40% and 10%
respectively. The proportion of assets in the

Americas fell by #k$13 billion, mainly as a result of 300
a 16% contraction in the assets of Marine Midland
Bank. The main reason for the Hx$9 billion fall in 200
the proportion of assets in Europe was a decrease of 100
'87 ‘88

600

400

29% in the assets of the James Capel Group. The
proportion of assets in the Middle East/India in

1991 was similar to that in 1990. Advances are ‘89 ‘90 ‘91
classified by the location of the subsidiary or, in the

case of HongkongBank operations, of the lending M Europe Americas
branch, which is not necessarily the same as the " Middle East/India H Asia-Pacific

country of the borrower.

Assets 1991 (excluding Hong Kong
Government certificates of indebtedness)

1990 1991

25.8% Cash and short-term funds 28.0%

Placings with banks maturing
10.3% Dbetween one and twelve months  10.1%

Trade bills and certificates

3.9% of deposit 3.3%
5.6% Investments 7.8%
6.4% Other accounts 5.2%
3.4% Fixed assets 3.2%
44.6% Advances 42.4%
Commercial, industrial

14.6% and international trade 12.6%
6.9% Individuals 5.6%
2.7% Financial institutions 2.4%
13.6% Property 14.9%
0.3% Shipping 0.4%
6.5% Other 6.5%
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Current, deposit and other accounts:
geographical distribution

The geographical distribution of current, deposit
and other accounts in 1991 compared with 1950

was as follows:

1990

51.7% Asia-Pacific
23.2% Americas

3.2% Middle East/India
21.9% Europe

1991
57.7%
21.7%

2.8%
17.8%

The distribution closely follows that for assets.

Deposits are classified by the subsidiary or, in
the case of HongkongBank operations, by the
branch holding the deposit, which is not necessarily

the same as the country of the depositor.

HK$b
1,200

1,100

1,000

900

87 '88 '89 90 ‘91
B Europe Americas
. Middle East/India I Asia-Pacific

Current, deposit and other accounts 1991
{excluding inner reserves)

1990

1991

6.5% Current accounts 7.6%
16.7% Savings accounts 20.8%
57.3% Deposit accounts . 54.4%
11.4% Deposits from banks 8.8%
8.4%

8.1% Other accounts
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- Profit

For 1991 profit attrivutable to sharehoiders, after
taxation and transfers to inner reserves, was
HK$5,664 million, an increase of 82.9% compared
with 1990. The profit of 5x$3,096 million for 1990
was a decrease of 35.1% compared with 1989.

The main increases in profit were achieved by
HongkongBank, Hang Seng Bank, the Wardiey
Group and Grenville Transportation in Hong Kong,
by HongkongBank’s operations in Singapore, by
Hongkong Bank of Canada, and by The British
Bank of the Middle East. Both HongkongBank of
Australia and Marine Midland Bank reduced the
level of their losses in 1991 compared with 1990, In
the United Kingdom, both HongkongBank and the
James Capel Group reported profits in 1991 after
their losses in 1990.

HK$m
6,000

'87 ‘88

'89

‘60

il

Earnings and dividends per share

Earnings per share for 1991, calculated by dividing
the Group profit of Hxk$5,664 million by the weighted
average number of ordinary shares in issue during
1991 of 1,625 million, amounted to uk$3.4%. This
compares with #k$1.93 for 1990, an increase of
80.8%.

Dividends per share for 1991 amounted to
Hk$1.85 compared with ux$1.56 for 1990 after
adjustment, an increase of 18.6%. The dividend for
1991 represented 53.2% of published earnings
compared with 81.3% in 1990.

The comparative dividend and earnings per
share figures for the years 1987 to 1990 are those of
HongkongBank adjusted for the reduction in the
number of shares in issue following the Scheme of
Arrangement which came into effect in April 1991.

HK$
4.0

3.5

3.0

25

2.0

g7 '88

Ml Dividends

‘8%

'90

.. Eanings

‘81
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Group cost : income ratio

The Group’s operating costs, divided into per-
sonnel and other costs, are shown as percentages
of total net income (comprising net interest
income, other operating income, and income from
investments).

In 1991, total operating costs were 58.8% of
operating income, an improvement on 1990°s figure
of 62.1%. Personnel costs decreased from 32.3% of
operating income in 1990 to 31.0% in 1991.

QOperating costs
Total netincome

70%

80% —— - O

50%

40%

‘87 ‘88

___ Personnel

‘83

‘80 ‘91

Il Other

Group net interest income
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In 1991, Group net interest income grew by 10.7%
and was 28.9% of gross interest incorne, compared
with 23.6% in 1990.

Although gross interest income declined by 9.6%,
interest expense aiso fell, by 15.8%. Thus, an in-
creased proportion of gross interest income was
reflected in net interest income.

100%

90%

‘87 ‘88

" Interest expense

‘89

‘o0 ‘91

Il Net interest income



Capital resources
HK$b

The Group’s capital resources rose by Hk$2,368
million in 1991, an increase of 3.0% compared with
1.0% in 1990, mainly as a result of the retained
profit for the year.

The Group’s risk-weighted assets grew by
HK$31.4 billion to Hk$750.6 billion, an increase of
4%, and the Tier I ratio, which stood at 6.47% at the
end of 1990, improved to 7.43% by year-end 1991.

The Group’s total ratio is not published but was
well in excess of the minimum.

'87 88 ‘89 ‘90 ‘91
M Undated loan capital Minority interests

Z Other loan capital Il Shareholders’ funds

Group staff numbers
(as at 31 December)

1990 1991

The Hongkong and Shanghai Banking
Corporation Limited 23,690 23,352
Hang Seng Bank 7,041 7,472
The British Bank of the Middle East 2,111 2,086
Marine Midland Bank 11,345 10,450
Hongkong Bank of Canada 3,200 2,873
HongkongBank of Australia 633 590
Wardley Group 1,215 1,384
James Capel Group 2,111 1,877
CM&M Group 344 330
Insurance Group 988 1,139
Others 1,939 2,217
Total 54,617 53,770
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Results for the Year
The Group profit for the year, after taxation and transfers to inner reserves by subsidiary undertakings,
attributable to shareholders of the Company was HK$5,664 million.

The Directors recommend the payment of a final dividend of rk$1.31 per Ordinary Share on 26 May 1992
to shareholders who are registered as at the close of business on 1 May 1992. With the interim dividend of
HK$0.54 per Ordinary Share already paid, the total distribution for the year will amount to Hk$3,013 million.
The dividend will be payable in cash with a scrip alternative.

Further information about the results is given in the accompanying profit and loss account.

Principal Activities and Business Review

Under a Scheme of Arrangement pursuant to section 166 of the Companies Ordinance of Hong Kong, which
became effective on 2 April 1991, the Company became the Group holding company. Through its subsidiary
and associated undertakings the Group provides a comprehensive range of financial services — commercial
banking, merchant banking and capital markets, consutner finance, securities, investment and insurance —
through an international network of some 1,400 offices in more than 50 countries throughout Asia-Pacific,
Australasia, the Middle East, Europe and the Americas. Before the Scheme of Arrangement became effective
the principal activity of the Company was the leasing of property in Thailand.

A review of the development of the business of Group undertakings during the year, particulars of
important events since the end of the year and an indication of likely future developments are given in the
Review of the Group on pages 7 to 33.

A geographical analysis of Group assets is set out on page 35. A further analysis of categories of assets
(including advances} is also set out on page 33.

Share Capital and Reserves
The following events occurred during the year:

(1) consequent upon the Scheme of Arrangement becoming effective on 2 April, the existing Ordinary
Shares of 1p each and Deferred Shares of 12V4p each were consolidated and converted into 301,500 Non-
voting Deferred Shares of £1 each, the authorised capital was increased by the creation of 2,000,000,000
Ordinary Shares of Hx$10 each, and 1,625,396,824 of those shares were issued in exchange for
6,501,587,294 shares of Hk$2.50 each in the capital of The Hongkong and Shanghai Banking
Corporation Limited under the terms of the Scheme of Arrangement; and

(2) 4,751,958 Ordinary Shares of uk$10 were issued at par in lieu of the interim dividend for 1991
to shareholders who had elected to receive new shares instead of cash dividends. The average market
price per share used to calculate shareholders’ entitlements to new shares in lieu of the cash dividend
was HK$30.75.

At the Annual General Meeting, the Directors will seek a renewal of the general authority given to them
at the last Annual General Meeting to allot and issue additional Ordinary Shares of the Company. The general
purpose of such an authority is to enable the Directors to issue sharesuptoa specified number without having
first to obtain the consent of shareholders in general meeting. The need for such an issue of shares could, for
example, arise in the context of a transaction (such as the acquisition of a company} which had to be
completed speedily. The granting of such an authority is now commonplace and the Directors take the view
that it would be in the interests of the Company if the authority were granted to them.

The Directors have undertaken that no capital will be issued which would effectively change the control
of the Company or the nature of its business without the prior approval of sharehoiders in general meeting.
They have at this time no plans to issue additional shares under this authority other than in accordance with
the scrip dividend scheme.

Fixed Assefs

The market value of the Group’s properties has been reassessed by the Group’s professional valuation staff
and it is estimated that overall there was a surplus of approximately Hk$2 billion over the value at which it
is included in the consolidated balance sheet. The Group’s properties are subject to a comprehensive
valuation on a triennial basis for the purpose of updating the balance sheet value. The next such valuation
will be made at 31 December 1992.
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Directors
The names of the Directors serving at the date of this Report are set out on page 3.

During the year B L Goldthorpe and J E Hotung were appointed Directors and Sir Kit McMahoen,
J C C Tang, G A Thompson and P J Wrangham resigned.

Having been appointed since the last Annual General Meeting, B L Goldthorpe and T E Hotung will
retire at the forthcoming Annual General Meeting and, being eligible, offer themselves for re-election,
D A Gledhill, F R Frame and K S Li have each intimated their intention to retire at that Meeting. Mr Frame
has agreed to continue to serve as an Adviser to the Board.

Neither of the Directors proposed for re-election at the Annual General Meeting has a service contract with
the Company or a subsidiary undertaking which is not determinable within one year without payment of
compensation.

Directors’ Interests :
According to the register of Directors’ interests kept by the Company under section 325 of the Companies
Act 1985, Directors of the Company had the following interests in the shares of the Company at 31 December
1991 and those who were Directors at the beginning of the year had the following beneficial interests in the
shares of The Hongkong and Shanghai Banking Corporation Limited at 1 January 1991:

HongkongBank HSBC Holdings plc
at 1 January 1991 at 31 December 1991

Personal Family Corporate Other Total
B H Asher nil — — —_— — nil
J R H Bond 61,239 15,309 — — — 15,309
D E Connolly 641,531 170,616 — — — 170,616
Baroness Dunn nil — — — — nil
F R Frame 86,137 22,508 — - — 22,908
D A Gledhill nil —_ — — — nil
B L Goldthorpe not applicable 1,500 — — —_ 1,500
J M Gray 58,380 3,402 11,947 — — 15,349
I E Hotung not applicable 229 — 110,000* — 110,229
N R Knox 30,250 7,562 — — — 7,562
HC Lee 66,140 17,589 — — — 17,589
KSLi 2,038,505 509,626 — — — 509,626
D P H Liao 61,505 16,357 — — — 16,357
C D Mackay nil — — — —_ nil
C W Newton 8,091 2,151 — — — 2,151
W Purves 114,388 30,421 —_— —_ — 30,421
N M S Rich 14,520 3,630 — — — 3,630
H Sohmen 1,671,563 — 161,292 190,379* — 351,671
J E Strickland 78,270 24,041 840 —_ — 24,881
J J Swaine 951 — — — — nil

* Interests held by private investment companies

At the date of their appointment as Directors, B L Goldthorpe had no interests in any shares of any Group
company and J E Hotung had an interest in 10,229 Ordinary Shares of the Company. :

H C Lee had a personal interest in 13,500 ordinary shares of Hang Seng Bank Limited at 1 January and
16,200 ordinary shares at 31 December.

As Directors of Marine Midland Bank, N.A., J R H Bond, ] M Gray, N R Knox, and W Purves each had
a personal interest in 10 shares of common stock of that Company at the beginning and at the end of the year.

Save as stated above, none of the Directors had an interest in any shares or debentures of any Group
company at 1 January 1991, or at the date of their appointment as Directors if later, or at 31 December 1991,
and none of the Directors, or members of their immediate families, was granted or exercised any right to
subscribe for any shares or debentures during the year. There has been no change in these interests since the
year-end.
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None of the Directors had during or at the end of the year a material interest, directly or indirectly, in any
contract of significance with the Company or any of its subsidiary undertakings.

Directors’ and Officers’ Liability Insurance
Directors’ and Officers’ liability insurance was purchased during the year.

Employees
At 31 December 1991 there were 53,770 persons employed by the Group.

The average number of persons employed by the Group during the year was 54,353, Of these, 2,398
were employed in the United Kingdom and their aggregate remuneration in respect of the year was
BK$2,005 million.

Substantial Interests in Share Capital

No substantial interests in the equity share capital are recorded in the registers maintained by the Company
under section 16(1) of the Securities (Disclosure of Interests) Ordinance of Hong Kong and section 211 of
the Companies Act 1985 of Great Britain. To the best of the knowledge of the Directors, no person has a
beneficial interest in more than one per cent of the equity share capital of the Company.

Political and Charitable Donations

During the year, subsidiary undertakings made charitable donations totalling 1k $34,291,000. Of this amount
Hk$1,106,000 was given for charitable purposes in the United Kingdom. A donation of £5,000 (rx$73,000)
was made to the Conservative and Unionist Party by James Capel & Co. Limited, a subsidiary undertaking.

Finance Review Committee

A Finance Review Committee meets regularly with the Group’s senior financial, internal audit and
compliance management and the external auditors to consider the nature and scope of audit reviews and the
effectiveness of the systems of internal coantrol and compliance. The members of the Finance Review
Committee are D E Connolly (Chairman), C W Newton, both non-executive Directors, and F R Frame,
Director and Adviser to the Board.

Auditors
The Accounts have been andited by KPMG Peat Marwick (Certified Public Accountants).

Consequent upon the commencement of Part I of the Companies Act 1989, the auditors of the Company
to be appointed at the Annual General Meeting are required to be a member of a recognised supervisory body
in the United Kingdom. Accordingly, KPMG Peat Marwick (Certified Public Accountants) who will retire
at the forthcoming Annual General Meeting will not seek reappointment. KPMG Peat Marwick (Chartered
Accountants}), which is an associated firm of the retiring Auditors and which is also resident in Hong Kong,
has been authorised by the Institute of Chartered Accountants in England and Wales as a Registered Auditor
and is accordingly eligible for appointment. Special Notice to propose the appointment of KPMG Peat
Marwick (Chartered Accountants) as Auditors of the Company has been received.

On behalf of the Board
R G Barber, Secretary
Hong Kong, 10 March 1992
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HSBC Holdings plc Consolidated Profit and Loss Account
for the Year Ended 31 December 1991

1990 1991 1991 1991
HK$mM Note HK$mM £fm us$m

Profit of the Company and its

3,659  subsidiary undertakings 3 6,402 440 823
Share of profits less losses

302  of associated undertakings 368 25 47
3,961 6,770 465 870

(865)  Profit attributable to minority interests {1,106) (76) 7( 142)
3,096  Profit attributable to the shareholders 5,664 389 728

(2,518) Dividends 5 (3,013) {207) (387)
578  Retained profit for the year 17 2,651 182 341
HKS HK$ £ us$
1.3  Earnings per share 6 3.49 0.24 0.45

1.56  Dividends per share 5 1.85 0.13 0.24
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1990
HK$m

289,868

116,233
43,773

. 34,704
62,680

570,549

1,117,807
2,029
38,420

1,158,256

34,764
1,041,964
1,681

1,078,409

20,027
6,318

16,161
37,341

53,502
79,847

1,158,256

ASSETS
Cash and short-term funds

Placings with banks maturing
between one and twelve months

Trade bills and certificates of deposit

Hong Kong Government certificates
of indebtedness

Investments

Advances to customers and other
accounts

Investments in associated undertakings

Premises and equipment

LIABILITIES

Hong Kong currency notes in
circulation

Current, deposit and other accounts

Proposed dividend

CAPITAL RESOURCES
Loan capital and preference shares

Minority interests

Share capital

Reserves

Shareholders’ funds

W Purves, Chairman

Consolidated Balance Sheet

at 31 December 1991
1991 1991 1991
Note HKSmM £m us$m
7 * 338,029 23,221 43,446
121,745 8,363 15,647
40,249 2,765 5,173
40,134 2,757 5,158
94,228 6,473 12,111
10 573,332 39,385 73,688
1,207,717 82,964 155,223
12 2,149 148 276
13 38,930 2,674 5,004
1,248,796 85,786 160,503
8 40,194 2,761 5,166
i4 1,124,252 77,230 144,497
5 2,135 147 274
1,166,581 80,138 149,937
15 18,551 1,274 2,384
7,378 507 948
16,301 1,120 2,005
17 39,985 2,747 5,139
56,286 3,867 7.234
82,215 5,648 10566
1,248,796 85,786 160,503




. HSBC Holdings plc Balance Sheet
at 31 December 1991
1990 1991 1991 1991
Hx$m Note HK$m £m us$m
FIXED ASSETS
Tangible assets:
63  Premises and equipment 13 63 4 8
Investments:
—  Subsidiary undertakings 11 21,551 1481 2,770
63 21,614 1,485 2,778
CURRENT ASSETS
Debtors: ;
3  Amounts owed by subsidiary undertakings 38,303 2,631 4,923
3 ’ 38,303 2,631 4,923

CREDITORS: amounts falling
due within one year

—  Proposed dividend 5 2,135 147 274
1 Other creditors 71 5 9
Amounts owed to subsidiary
4  undertakings 1,421 97 183
5 3,627 249 466
(2) NET CURRENT ASSETS 34,676 2,382 4,457
TOTAL ASSETS LESS CURRENT
61  LIABILITIES 56,290 3,867 7,235
CAPITAL AND RESERVES
4  Called up share capital 6 16,305 1,120 2,096
54| Revaluation reserve . 11,144 766 1432
| 3| Profit and loss account 4 28,841 1,981 3,707
57 Reserves 17 39,985 2,747 5,139
61  Shareholders’ funds 56,290 3,867 7,235

W Purves, Chairman
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HSBC Holdings plc Notes on the Accounts

1 Reorganisation and basis of consolidation

a The accounts have been prepared under the historical cost convention, as modified by the revaluation of
“certain investments and premises, and in accordance with applicable accounting standards, subject only
as stated in Note 1d.

The consolidated accounts are prepared in accordance with the special provisions of Part VII Chapter Ii
of the Companies Act 1985 relating to banking groups. The consolidated accounts comply with Schedule
9 and the accounts of the Company with Schedule 4 to that Act. As permitted by that Act ne profit and
loss account is presented for the Company itself.

Information relating to banking subsidiaries is consolidated in the manner authorised for banking
companies and includes profit after transfers to inner reserves in respect of certain banking subsidiary
undertakings.

Pursuant to the Scheme of Arrangement which was sanctioned by the Supreme Court of Hong Kong on
26 March 1991, The Hongkong and Shanghai Banking Corporation Limited (HongkongBank), the former
holding company of the Group, became a wholly owned subsidiary undertaking of HSBC Holdings plc,
which is now the holding company of the Group.

The consolidated financial results have been prepared using the basis of merger accounting as if the
existing Group structure had been in existence on 1 January 1991, and for comparative amount purposes
from 1 January 1990. Under this basis the Company has been treated as the holding company of its
subsidiary undertakings for both years presented rather than from the date of acquisition, Accordingly, the
consolidated results of the Group for the years ended 31 December 1991 and 31 December 1990 include
the results of the Company and its subsidiary undertakings with effect from 1 January 1990. The
consolidated balance sheet at 31 December 1990 is that of the HongkongBank group.

The Company’s accounts have also been prepared using the basis of merger accounting. The comparative
figures in the balance sheet of the Company for 1990 have been restated from sterling to Hong Kong
dollars.

The consolidated accounts comprise the accounts of HSBC Holdings plc and all its subsidiary under-
takings made up to 31 December, except in the case of Hongkong Bank of Canada, whose accounts are
made up to 31 October annually to comply with local regulations, and the stockbroking subsidiary
undertakings in the United Kingdom and the Channel Islands, whose accounts are made up to the last
Stock Exchange account day prior to 31 December.

Wardley Swire Holdings Limited, a life assurance company, was included in the 1990 accounts of
HongkongBank under the equity method of accounting. In accordance with the relevant provisions of the
Companies Act 1985 Wardley Swire Holdings Limited is fully consolidated in these accounts; prior year
comparative figures have not been restated as the amounts are immaterial.

All significant infra-group transactions have been eliminated on consolidation.

No statement of source and application of funds has been presented as required by Statement of Standard
Accounting Practice No. 10 as, in the opinion of the Directors, such a statement would involve the
disclosure of information which the Group is not required to disclose under the provisions of the Com-
panies Act 1985.

Goodwill arising on the acquisition of subsidiary undertakings, being the excess of the cost over the fair
value of the Group’s share of separable net assets acquired, has been charged against the inner reserves
of HongkongBank in the year of acquisition.

The Group’s profit includes the attributable share of the results of associated undertakings based on
accounts made up to dates not earlier than six months prior to 31 December.

2 Principal accounting policies

a Inner reserves

The Group maintains inner reserves in addition to published Reserves (Note 17). Inner reserves are
included in the consolidated balance sheet in *Current, deposit and other accounts’.

b Doubtful debts

Provision is made for doubtful debts as and when they are so considered and in addition amounts have
been set aside as general provisions for doubtful debts. These provisions are deducted from ‘ Advances to
customers and other accounts’, :



2 'Principal accounting policies (continued)

¢ Foreign currencies
i Assets and liabilities denominated in foreign currencies and the results of overseas branches, subsidi-
ary and associated underiakings are translated into Hong Kong dollars at the rates of exchange ruling
at the year-end.
i Exchange differences arising from the retranslation of opening foreign currency net investments and
the related cost of hedging are accounted for in Reserves.

d Premises and equipment
i Premises are stated at valuation or cost less depreciation calculated to write off the assets over their
estimated useful lives as follows:
— Freehold land and land held on leases with more than 50 years to expiry is not depreciated.
— Land held on leases with 50 years or less to expiry is depreciated over the unexpired terms of the
leases. -
— Buildings and improvements thereto are depreciated on cost at the greater of 2% per annum on the
straight line basis or over the unexpired terms of the leases.
ii  The cost of premises includes interest capitalised during the period of construction.
iii Equipment, comprising furniture, plant and other equipment, is stated at cost less depreciation cal-
culated on the straight line basis to write off the assets over their estimated useful lives, which are
generally between 5 years and 20 years.

¢ Investments in subsidiary and associated undertakings
i The Company’s investments in subsidiary undertakings are stated at attributable net asset values.
Changes in net tangible assets of subsidiary undertakings are accounted for as movements in Reserves.
ii Investments in associated undertakings are stated at the Group’s attributable share of the net tangible
assets of the relevant companies.

f Investments
i Long-term strategic equity investments are stated at cost less provisions where there has been a

permanent diminution in value, .

H Other listed equity investments are stated at the lower of cost and market value.

iii Other unlisted equity investments are stated at cost less provisions where there has been a permanent
diminution in value.

iv. Dated securities which are intended to be held to maturity are stated at cost adjusted for the amorti-
sation of premiums and discounts on purchase over the periods to redemption.

v Undated securities are stated at the lower of cost and market value.

vi Investments held for trading purposes are stated at market value.

g Deferred taxation
Deferred taxation is provided on timing differences, using the liability method, between the accounting
and taxation treatment of income and expenditure. Provision is made for deferred tax only to the extent
that it is probable that an actual liability will crystallise.

h Finance and operating leases

i Assets leased to customers under agreements which transfer substantially all the risks and rewards
associated with ownership, other than legal title, are classified as finance leases. Where the Group is
a lessor under finance leases the amounts due under the leases are included in ‘Advances to customers
and other accounts’. Finance charges receivable are recognised over the periods of the leases in -
proportion to the funds invested.

ii Where the Group is a lessee under finance leases the leased assets are capitalised and included in
‘Equipment’ and the corresponding liability to the lessor is included in ‘Current, deposit and other
accounts’. Finance charges payable are recognised over the periods of the leases based on the interest
rates implicit in the leases.

iii All other leases are classified as operating leases. Rentals payable and receivable under operating
leases are accounted for on the straight line basis over the periods of the leases.
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HSBC Holdings plc Notes on the Accounts
{continued)

2 Principal accounting policies (continued)

i Retirement benefits
The Group operates a number of pension schemes throughout the world. Arrangements for staff retirement
benefits vary from country to country and are made in accordance with local regulations and custom. The
major schemes, which cover the majority of scheme members, are of the defined benefit type, the pension
cost of which is assessed in accordance with the advice of qualified actuaries so as to recognise the cost
of pensions on a systematic basis.

3 Profit

The profit for the year is shown after:
a Transfers to the credit of inner reserves.

b Current and deferred taxation.

¢ Retirement benefits
The Group operates some 70 pension schemes throughout the world, with a total pension cost of Hk$961
million {7990 uk$951 million), of which uk$856 million (1990: HKk$784 million) relates to overseas
schemes. Of the overseas schemes Hg$201 million (1990: wk$173 million) has been determined in
accordance with best practice and regulations in the United States and Canada.

The majority of the schemes, which cover 81% of the Group’s employees, are defined benefit schemes
which are fully funded, with assets in the case of the larger schemes held in trust funds separate from the
Group. The pension cost relating to these schemes was Ek$879 million (1990 Hk$866 million) which was
assessed in accordance with the advice of professional actuaries; the schemes are reviewed at least on a
triennial basis or in accordance with local practice and regulations. The actuarial assumptions used to
calculate the projected benefit obligations of the Group’s pension plans vary according to the economic
conditions of the country in which they are situated. In the case of one scheme there is a deficiency on
a current funding basis of BEK$250 million, which is being supplemented on an ongoing basis in accordance
with the advice of the actuary.

The pension cost for defined contribution schemes, which cover 19% of the Group’s employees, was
Hk$82 million (1990 uk$85 million).

d Directors’ emoluments
The aggregate emoluments of the Directors of HSBC Holdings plc, computed in accordance with Part 1
of Schedule 6 to the Companies Act 1985, are:

1991 1990

. HE$mM HE$m
Fees 3 3
Other emoluments, including pension contributions 53 40
56 43

In addition, Mo Directors waived the right to receive emoluments, for their services in 1991, and for future
years; in 1991 the aggregate amount of such emoluments waived was Hk$100,000 (1990 uk$200,000).

None of the Directors performed their duties, as such, wholly or mainly within the United Kingdom.

Compensation for loss of office to a Director of the Company in his capacity as a Director of a subsidiary
undertaking, amounting in aggregate to #Hk$27 million, was paid by or is receivable from the subsidiary
undertaking concerned.

e Auditors’ remuneration amounting to Bk$79 million (1990: uk$88 million), of which ux$2 million (1990:
HK$0.06 miilion) relates to the Company.

4 Profit of the Company
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Profit of the Coinpany for the year is Hk$31,543 million (1990: ux$1 million) from which dividends have
been paid and proposed. Following completion of the Scheme of Arrangement, dividends amounting to

_ Hk$30,500 million were paid by HongkongBank to the Company during the year.



5 Dividends

1991 1990 1991 1990

HK$ per share HK$m HK$m

Interim 0.54 0.52 878 837
Second interim _ 1.04 -_— 1,681
Proposed final 1.31 — 2,135 —
1.85 1.56 3,013 2,518

The comparative dividend figures for 1990 are those of HongkongBank as shareholders received dividends
for 1990 from HongkongBank. No dividends were paid by the Company in 1990.

Of the interim dividend for 1991, Hk$146 million (7990: 5x$135 million) was settled by the issue of shares.
Of the second interim dividend for 1990, ux$213 million was settled by the issue of shares in 1991 (71990:
3251 million). _

The dividends per share for 1990 have been adjusted for the number of shares in issue following the Scheme
of Amrangement, under which shareholders exchanged 4 ordinary shares in HongkongBank for 1 share in the
Company.

6 Earnings per share

Earnings per share is calculated by dividing disclosed eamings of Hk$5,664 million (7990: ux$3,096 million)
by the weighted average number of ordinary shares in issue in 1991 of 1,625 million (1990: 1,608 million ).

The weighted average number of shares in issue in 1990 has been adjusted for the reduction in the number
of shares in issue following the Scheme of Arrangement.

7 Cash and short-term funds

Group
1991 1990
HK$m HE$m
Cash in hand and balances with other banks 31,518 35,584
Money at call and short notice 265,119 236,169
Treasury bills 41,392 18,115
338,029 289,868

Deposits required by overseas government regulations are included in the above figures as follows:

e

Group
1991 1990
HK$m HK$m
Cash in hand and balances with other banks 3,165 2,262
Treasury bills 320 251
’ 3,485 2,513

8 Hong Kong currency notes in circulation

' Group
1991 1990
HK$m HK$m
Authorised note issue 60 60
Excess note issue 40,134 34,704
40,194 34,764

The authorised note issue is secured by the deposit of investments having a market value of HkK$62 million
(1990 nk$62 million). The excess note issue is secured by the deposit of funds in respect of which the Hong
Kong Government certificates of indebtedness are held.
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HSBC Holdings plc

Notes on the Accounts

(continued})
9 Investments
Group Book value Valuation
1991 1990 1991 1990
Listed HK$m HK$mM HE$m HK$m
— In Hong Kong 4,834 2,914 12,203 8,220
— In Great Britain 9,206 6,150 7,182 3,537
— Outside Hong Kong and Great Britain 69,141 43,637 70,387 43,512
83,181 52,701 89,772 55,269
Unlisted 11,047 9,979 11,146 9,703
94,228 62,680 100,918 64,972
Trading 50,043 26,641
Long-term 44,185 36,039
94,228 62,680

Included in the above are 2,520,883 (1990. 9,663,457 shares in the Company (1990: HongkongBank)} held
by subsidiary undertakings, as part of their insurance and retirement funds for the benefit of the policyholders,
as well as the Group’s 10.0% investment in Cathay Pacific Airways Limited and 14.6% investment in

Midland Bank plec.

10 Advances to customers and other accounts

a Included under this heading is equipment leased to customers under finance leases and hire purchase
contracts having the characteristics of finance leases:

Finance leases
Hire purchase contracts

Group
1991 1990
HK$mM HK$m
13,035 16,959
8,437 5,997
21,472 22,956

b The cost of assets acquired during 1991 for letting to customers under finance leases and hire purchase
contracts by the Group amounted to uk$9,285 million (1990: uk$11,154 million).

11 Investments in subsidiary undertakings

50

a Movements during the year:

At 1 January 1991

Additions at cost following the Scheme of Arrangement
Write-up of subsidiary undertakings to net asset value

At 31 December 1591

21,551

HKSmM

10,461
11,090
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11 Investments in subsidiary undertakings (continued)
b The principal subsidiary undertakings of the Company are:

The British Bank of the Middle East*

Carlingford Insurance Company Limited*

Carlingford Swire International Assurance
Limited* (74.5%)

Carroll McEniee & McGinley Inc.*

Fort Hall Limited*

Gibbs Hartley Cooper Limited*

Hang Seng Bank Limited* (61.48%)

The Hongkong and Shanghai Banking
Corporation Limited

HongkongBank London Limited*

HongkongBank of Australia Limited*

Hongkong Bank of Canada*

HSBC Finance (Malaysia) Berhad*

James Capel & Co. Limited*

James Capel (Far East) Limited*

Marine Midland Bank, N.A.*

Marine Midland Banks, Inc.*

Wardley Limited*

Wayfoong Finance Limited*

Wayfoong Mortgage And Finance (Singapore)
Limited*

*Held indirectly

Country of Issued
incorporation Principal equity
or registration activity capital
England Banking £100m
Hong Kong Insurance HK$25m
Bermuda Life assurance HK$25m
United States Primary dealer in —_

US government

securities
Hong Kong Investment holding  #g$200m
England Insurance "£3m
Hong Kong Banking uk$4,953m
Hong Kong Banking nk$16,254m
England Banking £40m
Australia Banking A$500m
Canada Banking c$165m
Malaysia Finance M$22m
England Stockbroking £125m
Hong Kong Stockbroking HK$5m
United States Banking Us$185m
United States Bank holding —
Hong Kong  Merchant banking #k$770m
Hong Kong Finance  Hk$300m
Singapore Finance s$8m

Except where indicated otherwise, the above undertakings are wholly owned subsidiaries. The principal
countries of operation are the same as the countries of incorporation except for The British Bank of the
Middle East which operates mainly in the Middle East and Carlingford Swire International Assurance

Limited which operates in Hong Kong.

¢ The subsidiary undertakings listed above have no loan capital except for the following:

The British Bank of the Middle East

The Hongkong and Shanghai Banking
Corporation Limited

HongkongBank of Australia Limited

Hongkong Bank of Canada

Marine Midland Bank, N.A.

Marine Midland Banks, Inc.

us$100m

Hk$11,458m
a$60m
c$234m
Us$230m
us$681m

Issued loan capital includes both that held by fellow Group subsidiary undertakings and that held by third
parties. All loan capital held by third parties is listed in Note 15.

12 Investments in associated undertakings

a Shares listed outside Hong Kong and
Great Britain
Unlisted shares

Group
1991 1990
HE$mM HK$m
1,173 1,032
976 997
2,149 2,029

Loans to associated undertakings, other than normal trading balances, amount to #Hk$1,475 million (7990

uk$1,372 million).
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HSBC Holdings plc

12 Investments in associated undertakings (continued)

b The principal associated undertakings of the Group are:

Notes on the Accounts
(continued)

Group’s
interest  Issued
Accounts Country of  Principal  in equity equity
made up to  incorporation activity capital  capital
The Cyprus Popular Bank Limited* 31.12.91 Cyprus  Banking 21.4%  c£43m
Hongkong Egyptian Bank SAE* 31.1291 Egypt Banking 40.0%  ef17m
The Saudi British Bank* 31.1291  Saudi Arabia - Banking 40.0% sr400m
World Finance International Limited* 30.06.91 Bermuda  Shipping 37.5% vs$58m

*Held indirectly

The principal countries of operation are the same as the countries of incorpofation except for World

Finance International Limited which operates world-wide.

¢ The associated undertakings listed above have no loan capital except for The Cyprus Popular Bank
Limited which has issued c£8 million, in which the Group has no interest.

13 Premises and equipment Group Company

Premises  Equipment FPremises  Equipment

HK$mM HK$mM HK$mM HK$mM

Cost or valuation at 1 January 1991 37,754 9,675 68 5

Exchange adjustments 330 (61) —_ —_

Additions 748 1,433 — —_—

Disposals (306) (1,019) — —

At 31 December 1991 38,526 10,028 68 5

Accumulated depreciation (4,005) (5,619) (5 (5)

Net book value at 31 December 1991 34,521 4,409 63 0
Totai at 31 December 1991 38,930 63

Net book value at 31 December 1990 34,059 4,361 63 —
Total at 31 December 1990 38,420 63

The net book value of premises comprises: Group Company

1991 1990 1991 1990

HK$m HE$m HK$mM HK$m

Freeholds _ 7,682 7,310 63 63

Leaseholds 50 years and over unexpired 23,192 22,902 —_ —

Leaseholds less than 50 years unexpired 3,647 3,847 — —

‘ ' 34,521 34,059 63 63

In November 1989, the properties of the Group were revalued by independent professionally quaﬁﬁed valuers
at open market value for existing use or, in the case of the few specialised properties, at depreciated

replacerent cost.

14 Current, deposit and other accounts

Included under this heading are inner reserves and provisions for taxation.

Liabilities of the Group amounting to Hk$27,126 million (1990: uk$24,816 million) and of the Company
amounting to k$ nil (1990: Hk$ nil) included under this heading and under guarantees (Note 21) are secured
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15 Loan capital and preference shares

Loan capital consists of undated primary capital notes, and other loan capital and preference shares, having
an original term to maturity of five years or more, raised by the subsidiary undertakings listed below, or their
subsidiaries, for the development and expansion of the Group’s business.

1991 1990
The Hongkong and Shanghai Banking Corporation Limited: HK$m Hk$m
Us$1,200m  Primary capital subordinated undated floating
rate notes 9,337 9,360
¥27,000m  Fixed rate subordinated loans 1998 1,677 1,555
The proceeds have been swapped into sterling
for the fuil life of the loans. Under the
exchange agreements the effective interest cost
is based on sterling LIBOR.
£30m Floating rate subordinated loan 1998 444 457
11,458 11,372
Marine Midland Banks, Inc.:
us$154m Floating rate subordinated notes 2000 1,198 1,373
Us$125m  Fixed rate subordinated capital notes 1997 973 975
us$121lm  Floating rate subordinated notes 2009 944 998
Us$116m  Floating rate subordinated notes 1994 906 %09
Us$113m  Floating rate subordinated capital notes 1996 879 944
us$98m Perpetual preference shares 763 765
Us$87m Floating rate subordinated capital notes 1999 677 764
Us$9m Medium term notes 1992 72 72
us$0.3m Loan notes 1992/2000 3 3
us$79m Secured floating rate notes 1995 — 616
us$66m Secured floating rate notes 1998 — 515
6,415 7,934
Hongkong Bank of Canada: )
c$40m Floating rate subordinated debentures 2083 266 —
c$39m Floating rate guaranteed subordinated
debentures 1999 265 266
c$15m Fixed rate subordinated debentures 1994 101 101
c$7m Guaranteed fixed rate notes 1999 44 84
c$0.3m Fixed rate subordinated debentures 1991 2 2
c$40m Floating rate guaranteed notes 2083 — 268
' 678 721
18,551 20,027

16 Share capital
Authorised:

The authorised share capital of the Company is ux$20,000 million divided into 2,000 million ordinary shares
of uk$10 each, and 301,500 non-voting deferred shares of £1 each (1990: 150,000 ordinary shares of £0.01

each, and 2400000 deferred shares of £0.125 each).

1991 1990
Issued: HK$M HK$m
At 1 January 4 4
Shares issued 16,254 —
Shares issued in lieu of dividends 47 —
At 31 December 16,305 4

The issued share capital existing at 2 April 1991, £301,500 (ux$4 million} was converted into 301,500 non-
voting deferred shares of £1 each on that date, and is held by a subsidiary undertaking of the Company. On
2 April 1991 the Company became the holding company of HongkongBank pursuant to a Scheme of
Arrangement under which it issued to the shareholders of that company 1,625,396,824 Ordinary Shares of
Hk$10 each at par in exchange for their shareholdings in that company.

53



HSBC Holdings plc Notes on the Accounts

{continued)

17 Reserves

Associated

Group Company  undertakings

HK$m HK$m HK$m

At I January 1991 ' 37,341 57 631
Increase in attributable net assets of

subsidiary undertakings —_ 11,090 —

Transfers from inner reserves 369 — —

Retained profit for the year 2,651 28,530+ 95

Arising on shares issued in lieu of dividends 219 99 —_

Exchange adjustments (600) 209 (16)

Other items 5 —_ —

At 31 December 1991 39,985 39,985 710

*See Note 4

The Reserves of the Group include a reserve arising on the revaluation of premises of Hk$13,545 million
(1990: v $13,293 million).

The Reserves of the Company include a revaluation reserve of 1k$11,090 million (1990 uk$ nil) arising from
the attributable net assets of subsidiary undertakings and a surplus over cost on revaluation of premises of
HKk$54 million (1990 vk $54 million).

18 Taxation

a The Company and its subsidiary undertakings in Hong Kong provide for Hong Kong profits tax at the rate
of 16.5% (1990: 16.5%) on the profits for the year assessable in Hong Kong. Subsidiary undertakings in
the UK provide for UK Corporation Tax at 33.25% (1990: 35%), other subsidiary undertakings and

overseas branches similarly provide for taxation in the countries in which they operate at the appropriate -

rates of taxation ruling in 1991. Deferred taxation is provided for in accordance with the Group’s ac-
counting policy in Note 2g.

b There is no significant deferred taxation liability not provided for.

¢ The distribution of the reserves of certain subsidiary and associated undertakings would give rise to
additional tax liabilities. No provision is made for deferred taxation as no distribution from these reserves
is anticipated.

d No provision is made for deferred taxation on revalued premises. The Directors are of the opinion that,
in view of the substantial number of properties involved, and having regard to the fact that they are
occupied for the purposes of the Group’s business, the likelihood of a material taxation liability arising
is remote and no useful purpose would be served by attempting to quantify it.

19 Capital commitments
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Group
1991 1990
HK$m HK$m
Expenditure contracted for 194 952
Expenditure authorised by the Directors
but not contracted for 81 142
275 1,004




20 Lease commitments

At the year-end annual commitments under non-cancellable operating leases were:

Group
1991 1990
Premises HK$m HK$m

Operating leases which expire:

— within one year 251 243
— between one and five years 942 988
— after five years 461 469
1,654 1,700

Group
1991 1990
Equipment HK$m HE$m

Operating leases which expire:
— within one year 100 119
— between one and five years 41 40
— after five years 14 2
155 i6l
21 Contingent liabilities

Group
1991 1990
HK$m HKSm
Acceptances 11,640 13,843
Guarantees and other obligations 122,852 134,530
134,492 148,373

There are also contingent liabilities entered into in the ordinary course of business in respect of forward
foreign exchange contracts, financial futures contracts, option contracts and various other off balance sheet
instruments. It is not anticipated that any material loss will arise from these contracts.

22 Transactions, arrangements and agreements involving Directors and others

At 31 December 1991, transactions, arrangements and agreements entered into by subsidiary undertakings

of the Company with Directors and connected persons and with officers of the Company comprised:

Number of

persons Total
HK$m

Directors and connected persons:
Loans and credit card transactions 18 49
Guarantees 2 207

Officers:

Loans and credit card transactions 11 28

Particulars of Directors” and officers’ transactions are recorded in a register held at the Registered Office

of the Company which is available for inspection by members.
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23 Segmental analysis: analysis of total assets

a Geographic region Group
1991 1990
HK$mM HK$m
Asia-Pacific 717,043 605,458
Americas 282,700 295,414
Middle East/India 30,523 29,975
Europe 218,530 227,409

1,248,796 1,158,256

b Class of business
The Group operates no significant classes of business other than banking.

24 Foreign currency amounts
The sterling and United States dollar figures shown in the consolidated profit and loss account and the balance
sheets are for information only. They are converted from Hong Kong dollars at the rates of exchange ruling
at 31 December 1991, which were as follows:

£1.00 rk$14.56
us$1.00 = ux$7.78

25 Comparative figures
Certain comparative figures for 1990 have been amended to conform with the current year’s presentation.

26 Hong Kong and UK accounting standards

There are no material differences between Hong Kong and UK Statements of Standard Accounting Practice
(*SSAPs’). In prior years the Group accounts were produced in accordance with HK SSAPs.

27 Approval of accounts
These accounts were approved by the Board of Directors on 10 March 1992,
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Report of the Auditors, KPMG Peat Marwick,
to the Members of HSBC Holdings plc

We have audited the financial statements on pages 43 to 56 in accordance with Auditing Standards.

In our opinion, the consolidated financial statements have been properly prepared in accordance with the
provisions of the Companies Act 1985 in the manner authorised for a banking group and the balance sheet
of the Company gives a true and fair view of its state of affairs at 31 December 1991 and has been properly
prepared in accordance with the Companies Act 1985,

KPMG Peat Marwick
Hong Kong
10 March 1992
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Annual General Meeting
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Notice is hereby given that the Annual General Meeting of the Company will be held on Level 18, 1 Queen’s
Road Central, Hong Kong, on Tuesday 26 May 1992 at 3.00 p.m. to transact the following ordinary business:

1

2

3

to receive and consider the Annual Accounts and the Reports of the Directors and of the Auditors for
the year ended 31 December 1991 and to declare a final dividend;

to re-elect Directors;

to fix the remuneration of Directors;

and by way of special business to consider and (if thought fit) pass the following resolutions which will be
proposed as Ordinary Resolutions:

4

‘THAT KPMG Peat Marwick (Chartered Accountants) be and are hereby appointed Auditors of the
Company from the conclusion of this Meeting until the conclusion of the next General Meeting of the
Company at which accounts are laid, at remuneration to be fixed by the Directors.’

“THAT the Directors be and they are hereby generally and unconditionally authorised pursuant to and
for the purposes of section 80 of the Companies Act 1985 (“the Act™) to exercise all the powers of
the Company to allot relevant securities (within the meaning of that section) up to an aggregate
nominal amount of #k$3,698,512,180 provided that this authority shall be limited so that, otherwise
than pursuant to (i) a rights issue where relevant securities are offered to shareholders on a fixed
record date in proportion to their then holdings of shares (subject to such exclusions or other
arrangements as the Directors may deem necessary or expedient in relation to fractional entitlements
or having regard to any restrictions or obligations under the laws of or the requirements of any
recognised regulatory body or stock exchange in any territory cutside Hong Kong or otherwise
howsoever), or (ii) any scrip dividend scheme or similar arrangements implemented in accordance
with the Articles of Association of the Company, the nominal amount of the relevant securities to be
allotted by the Directors pursuant to this authority shall not in aggregate exceed H$815,074,391
(equal to 5 per cent of the nominal amount of the issued Ordinary share capital of the Company as
at the date of this Meeting) and such authority shall expire at the conclusion of the Annual General
Meeting of the Company to be held in 1993 save that this authority shall allow the Company before
the expiry of this authority to make offers or agreements which would or might require relevant
securities to be allotted after such expiry and the Directors may allot relevant securities in pursuance
of such offers or agreements as if the authority conferred hereby had not expired.’

and the following resolution which will be proposed as a Special Resolution:

6

‘THAT, subject to the passing of Resolution No. 5 set out in the Notice convening this Meeting, the
Directors be and they are hereby empowered, pursuant to section 95 of the Companies Act 1985 (“the
Act”), to allot equity securities (as defined in section 94 of the Act) pursnant to the authority conferred
by the aforesaid Resolution No. 5 as if section 89(1) of the Act did not apply to any such allotment,
provided that this power shall expire at the conclusion of the Annual General Meeting of the Company
to be held in 1993 save that this power shall enable the Company prior to the expiry of this power
to make offers or agreements which would or might require equity securities to be ailotted after the
expiry of this power and the Directors may allot equity securities in pursuance of such offers or
agreements as if the power conferred hereby had not expired.’

By Order of the Board Hong Kong, 10 March 1992
R G Barber
Secrerary




Notes

{1

f2)

(3}

)

(5)

(6)

A member entitled to attend and vote at the Meeting is entitled to appoint one or more proxies to attend and, on a poll, vote instead
of him. A proxy need not be a member. Completion and return of an insirument appointing a proxy will not preclude a member
from attending and voting in person at the Meeting.

In order to be valid, the instrument appointing a proxy and the power of attorney or other authority (if any) under which it is signed,
or a copy of such authority certified notarially or in some other way approved by the Board, must be deposited at the offices of
the Registrars, National Westminster Bank PLC, Registrar’s Department, PO Box 82, Caxton House, Redcliffe Way, Bristol B599
7NH, United Kingdom, or at the offices of the Registrars in Hong Kong, Central Registration Hong Kong Limited, Hopewell
Centre, 19th Floor, 183 Queen’s Road East, Hong Kong, not less than 48 hours before the time of the holding of the Meeting (or
any adjourned meeting).

In the case of joint registered holders of any share, the vote of the senior who tenders a vote, whether in person or by proxy, shall
be accepted to the exclusion of the votes of the other joint holders. For this purpose seniority shall be determined by the order
in which the names of the holders stand in the Principal Register or the Hong Kong Overseas Branch Register as appropriate.

Consequent upon the commencement of Part I of the Companies Act 1989 the auditors of the Company io be appointed at this
Meeting are required to be a member of a recognised supervisory body in the United Kingdom. Accordingly, KPMG Peat Marwick
(Certified Public Accountants) retire as Auditors at this Meeting and do not seek reappointment. KPMG Peat Marwick {Chartered
Accountants), which is an associated firm of the retiring Auditors and which is also resident in Hong Kong, has been authorised
by the Institute of Chartered Accountants in England and Wales as a Registered Auditor and is accordingly eligible for appoint-
ment. Special Notice to propose Resolution No. 4 has been received.

The general purpose of the authority 1o be conferred on the Directors by Resolutions Nos. 5 and 6 above is to enable the Directors
to issue shares up to a specified number without having first to obtain the consent of shareholders in general meeting. The need
Jfor such an issue of shares could, for example, arise in the context of a transaction (such as the acquisition of a company) which
had to be completed speedily. The granting of such an authority is now commonplace and the Directors take the view that it would
be in the interests of the Company if the authority were granted to them.

The Directors have undertaken that no capital will be issued which would effectively change the control of the Company or the
nature of its business without the prior approval of shareholders in general meeting. They have at this time no plans to issue
additional shares under this authority other than in accordance with the scrip dividend scheme.

None of the Directors proposed for re-election at the Meeting has a service contract with the Company or a subsidiary undertaking
which is not determinable within one year without payment of compensation.
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The HSBC Group Geographical Distribution
of Offices
(as at 10 March 1992}
Angola Offices Egypt Offices
Equator Bank Limited 1 Hongkong Egyptian Bank S.A.E. 2
Equator Trade Services Limited 1
France
Australia James Capel S.A. 1
HongkongBank of Australia Limited 6
. . Germany
Wardley James Capel Corporate Finance Limited 3
James Capel Australia Limited 3 HongkongBank !
P ; o James Capel (Dentschland) GmbH 1
Wardley Investment Services (Australia) Limited 1
Nevitts Limited 8 Gibraltar
The Cyprus Popular Bank Limited 3 HongkongBank International (Cayman) Limited 1
Shadforths Limited 3 HongkongBank International Trustee Limited 1
Phillips Henderson Ward Limited 1
Guam
Bahamas HongkongBank 1
The British Bank of the Middle East 1
Equator Advisory Services Limited 1 Hong Kong
Equator Bank Limited 1 HongkongBank = 243
Equator Holdings Limited 1 Hang Seng Bank Limited . 124
Equator Trade Services Limited 1 Carlingford Insurance Co:r{pany Limited 3
Hang Seng Bank Limited 1 The British Bank of the Middle East 1
HongkongBank 1 Carlingford Medical Insurance Limited 1
Wardley International Bank Limited 1 Carlingford Swire Assurance Limited 1
Wardley Investment Services Limited 1 Carroll McEntee & McGinley Incorporated 1
Wardley Limited 1 Gibbs Insurance Consultants Limited 1
Hongkong Bank Trustee Limited 1
Bahrain HongkongBank Insurance Services 1
The British Bank of the Middle East 4 HSBC Holdings plc 1
HongkongBank 1 Wardley Capital Limited 1
Wardley Corporate Finance Limited 1
B.ermuda . . . Wardley Data Services Limited 1
Gibbs Hamett & Richardson Intemnational Limited 1 Wardley Dircct Investment Management Limited i
Brazil Wardley Investment Services (Hong Kong) Limited 1
HengkongBank 1 Wardley Investment Services Limited 1
Banco HKB SA 1 Wardley James Capel Limited 1
. Wardley James Capel (Far East) Limited 1
Brunei Darussalam Wardley Limited 1
HongkongBank 9 Wardley Shipping Services Limited 1
Mortgage And Finance Berhad 1 Wayfoong Credit Limited 1
Canada Wayfoong Finance Limited 1
Hongkong Bank of Canada 108 Wayfoong Property Limited 1
Wardley Canada Inc. 3 Wayfoong Shipping Services Limited 1
Wafdley James Capel Inc. 2 Arabian Gulf Investments (Far East) Limited 1
BBN James Capel Inc. 4 Central Registration Hong Kong Limited 1
Hongkong and Shanghai Thomas Cook Limited i
Cayman Islands HonglkongBank International Trustee Limited 1
Hongkong Bank Trustee Limited - 1 Wardley Nikko Management Limited 1
HongkongBank International (Cayman) Limited 1
HongkongBank International Trustee Limited 1 Hungary L.
James Capel & Co. Limited 1
Channel Islands India
Hongkong and Shanghai Bank Trustee (Jersey) Limited 1
Hongkong and Shanghai Trustee (Guernsey) Limited 1 Hongkc.n?gBank . a
James Capel (Channel Islands) Limited 1 The British Bank of the Middle East 1
HongkongBank International Trustee Limited i Indonesia
., HongkongBank 3
Chite PT Wardley James Capel Indonesia 1
HongkongBank 2
Japan
China, People’s Republic of HongkongBank 3
HongkongBank 9 Carroll McEntee & McGinley Incorporated 1
Hang Seng Bank Limited 3 Hongkong International Trade Finance (Japan) KK 1
Wardley Shipping Services Limited 1 Wardley Investment Services (Japan) KK 1
Cyprus Wardley Limited 1
Gibbs Hartley Cooper Limited 1 James Capel Pacific Limited i
Wardley Cyprus Limited 1 Jordan
The Cyprus Popular Bank Limited 127 The British Bank of the Middle East 5
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Kenya
Eguator Advisory Services Limited

Korea, Republic of
HongkongBank

James Capel & Co. Limited
MidAval Asia Pte Ltd

Lebanon
The British Bank of the Middle East

Luxembourg
HSBC Bank {Luxembourg) S.A.
Wardley Invesiment Services (Luxembourg) S.A.

Macau
HongkongBank
Carlingford Insurance Company Limited

Malaysia

HongkongBank

HSBC Finance (Malaysia) Berhad
HSBC (Malaysia) Trustee Berhad
James Capel & Co. Limited

Mauritius
HongkongBank

Netherlands
Van Meer James Capel N.V.

New Zealand
HongkongBank

Oman
The British Bank of the Middle East

Pakistan
HengkongBank

Panama
HongkongBank

Philippines
HongkongBank
James Capel (Philippines) Inc.

Qatar
The British Bank of the Middle East

Saudi Arabia
The Saudi British Bank

Singapore

HongkongBank

Carlingford Insurance Brokers Singapore Pte Limited
CM&M Futures (Singapore) Pte Ltd

Concord Leasing (Asia) Pte Limited

HKIT (Singapore) Limited

HSBC Trustee {Singapore) Limited

MidAval Asia Pte Ltd

Wardley Limited

Wardley Management Limited

Wardley-Thomsen Singapore Pte Limited

Wayfoong Mortgage And Finance (Singapore) Limited
Kay Hian James Capel Pte. Lid.

Spain
James Capel-Midiand Agencia de Valores S.A.

Offices

—_

Ll - ==

10
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Sri Lanka
HongkongBank

Sweden
HongkongBank

Switzerland
The British Bank of the Middle East
James Capel & Co. Limited

Taiwan

HongkongBank

Wardley James Capel Taiwan Limited
Wardley Taiwan Limited

Thailand

HengkongBank

MidAval Asia Pte Limited

Wardley James Capel (Far East} Limited
Wardley Thailand Limited

United Arab Emirates

The British Bank of the Middle East
Middle East Finance Company Limited
Gibbs Guif Insurance Consultants Limited

United Kingdom

Gibbs Hartley Cooper Limited

Antony Gibbs Benefit Consultants Limited
HongkongBank

James Capel & Co. Limited

The British Bank of the Middle East

Carroll McEntee & McGinley Incorporated

Equator Bank Limited

Equator Trade Services Limited

Hongkong and Shanghai Trustee (Iste of Man) Limited
HongkongBank International Trade Finance Limited
James Capel Asset Management Limited

James Capel Fund Managers Limited

James Capel Investment Services Limited

James Capel Unit Trust Management Limited
‘Wardley Capital Limited

Wardley Shipping Services Limited

The Cyprus Popular Bank Limited

HongkongBank International Trustee Limited

The Saudi British Bank

United States of America

Marine Midland Bank
HongkongBank

Concord Leasing, Inc.

Carroll McEntee & McGinley Incorporated
Hang Seng Bank Limited

Equator Advisory Services Limited
Equator Bank Limited

Equatcer Holdings Limited -
Equater Limited

James Capel Incorporated
Marinvest, Inc.

Yanuatu :
Wardley International Bank (Vila) Limited

Zambia
Equator Advisory Services Limited

The international network of the HSBC Group comprises some 1,400 offices world-wide.

Associated companies appear in italics.

Offices
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The HSBC Group
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HSBC Holdings plc
HONG KONG

Group Head Office

1 Queen’s Road Central
Telephone: 822 1111
Facsimile: 810 1112

COMMERCIAL BANKING

The Hongkong and Shanghai
Banking Corporation Limited

HONG KONG

Head Office

1 Queen’s Road Central

Telephone: 822 1111

Facsimile: 868 1646

BAHAMAS
Offshore Banking Unit

Claughton House

Cormer Shirley and Charlotte Streets
Nassau

Telephone: (809) 322-3895/6
Facsimile: (809) 322-5622

BAHRAIN

Offshore Banking Unit

Mezzanine Floor, The British Bank of
the Middle East Building

Muharraqg

Telephone: 336992, 336995

Facsimile: 325563

BRAZIL
Representative Office

Edificio Mercantil-Finasa

Rua Libero Badaro, 377-19 Andar
Conj 1912, CEP (1009

Sao Paulo

Telephone: (11) 37-6547
Facsimile: (11) 32-5549

BRUNEI DARUSSALAM

Comer of Jalan Sultan and Jalan
Pemancha, Bandar Seri Begawan

Telephone: (02) 242305/10, 242204/7

Facsimile: (02) 241316

CHILE

Agustinas 604, Sautiago
Telephone: (2) 397535, 398071/2
Facsimile: (2) 394101

CHINA
185 Yuan Ming Yuan Road
Shanghai

Telephone: (21) 3218383
Facsimiie: (21) 3291659

GERMANY

Representative Office
Mainzer Landstrasse 46
6000 Frankfurt/Main 1
Telephone: (069) 723953
Facsimile: (069) 727397

GUAM
Malayan House

316 Heran Cortes Avenue
Agana, Guam 96910
Telephone: 477-8851/4
Facsimile: 472-2948

Principal Offices -
{as at 10 March 1992}

INDIA
52-60 Mahatma Gandhi Road
Bombay 400 001

Telephone: (22) 274921
Facsimile: (22) 2028291

INDONESIA

World Trade Centre

Jalan Jenderal Sudirman Kav 29-31
Jakarta 12920

Telephone: (21) 5211010
Facsimile: (21) 5211103

JAPAN
Chiyoda Building

1-2 Marmanouchi 2-chome
Chiyoda-ku, Tokyo 100
Telephone: (03} 3216-0110
Facsimile: (03) 3214-5362

KOREA

6/F, Kyobo Building
1-Chongro-1 Ka
Chongro-ku, Seoul
Telephone: (02) 739-4211/8
Facsimile: (02) 739-1387

MACAU

73-75 Rua da Praia Grande
Telephone: 553669
Facsimile: 315421

MALAYSIA

2 Leboh Ampang

50100 Kuala Lumpur
Telephone: (03) 2300744
Facsimile: (03) 2301146

MAURITIUS

Place D’Armes

Port Louis

Telephone: 208-1801, 208-3161
Facsimile: 208-8449

NEW ZEALAND
4/F, HongkongBank House
290 Queen Street, Auckland
Telephone: (09) 3093-800
Facsimile: (09) 3096-681

PAKISTAN

G/F, Shaheen Commercial Complex
M R Kayani Read, Karachi
Telephone: (21) 520380

Facsimile: (21) 5681526

PANAMA
Edificio Torre Banco Union
Avenida Samuel Lewis
Panama City 5

Telephone: 69-6200
Facsimile: 69-5577

PHILIPPINES
6780 Ayala Avenue
Makati, Metro Manila
Telephone: (2) 8§10-1661
Facsimile: (2) 817-1953

SINGAPORE

10 Collyer Quay
#01-01 Ocean Building
Singapore 0104
Telephone: 5305000
Faesimile: 5323660

SRILANKA

24 Sir Baron Jayatilaka Mawatha
Colombo 1

Telephone: (1) 25435/8
Facsimile: (1) 448388

SWEDEN
Representative Office
Strandvagen 1

8114 51 Stockholm
Telephone: (08) 782-9631
Facsimile: (08) 783-0006

TAIWAN

13/F and 14/F, International Trade
Building, 333 Keelung Road

Section 1, Taipei 10548

Telephene: (02) 723-0088

Facsimile: (02) 757-6333

THAILAND

HongkongBank Building

64 Silom Road

Bangkok 10500

Telephone: (2) 233-1904, 233-5995
Facsimile: (2) 236-7687

UNITED KINGDOM

99 Bishopsgate

London EC2P 2LA
Telephone: (071) 638-2366
Facsimile: (071) 638-2125

UNITED STATES OF AMERICA
7/F, 140 Broadway

New York, NY 10015
Telephene: (212) 658-2888
Facsimile: (212) 658-2929

Hang Seng Bank Limited
HONG KONG

83 Des Voeux Road Central
Telephone: 825 5111
Facsimile: 845 9301

The British Bank of the Middle East
HONG KONG

1 Queen’s Road Central

Telephone: 822 1111

Facsimile: 810 1112

Marine Midland Bank, N.A.
UNITED STATES OF AMERICA
One Marine Midland Center
Buffalo, NY 14240
Telephone: (716) 841-2424
Facsimile: (716) 841-5391

Hongkong Bank of Canada
CANADA

Suite 300

885 West Georgia Street
Vancouver, BC V6C 3E9
Telephone: (604) 685-1000
Facsimile: (604) 641-1849

HongkongBank of Ausiralia Limited
AUSTRALIA

Level 10, 1 O'Connell Street

Sydney, NSW 2000

Telephone: (02) 255-2888

Facsimile: (02) 255-2332
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The Saudi British Bank

SAUDI ARABIA

Salah Al Din Ayubi Road, Riyadh
Telephone: (01) 479-4400
Facsimile: (01) 479-4400

The Cyprus Popular Bank Limited
CYPRUS

Popular Bank Building

39 Archbishop Makarios Il Avenue
Nicosia

Telephone: (02) 450000

Facsimile: (02) 453355

Hongkong Egyptian Bank S.A.E.
EGYPT

Abu El Feda Building

Abn El Feda Street, Zamalek, Cairo
Telephone: (2} 3404849, 3409186
Facsimile: (2) 3414010

CAPITAL MARKETS AND
SECURITIES

BBN James Capel Inc.
CANADA

Suite 2420, One Financial Place
1 Adelaide Street East

Toronto, Ontario M5C 2V9
Telephone: (416) 947-2700
Facsimile: (416) 947-2730

Carroll McEntee & McGinley Inc
UNITED STATES OF AMERICA

40 Wall Street

New York, NY 10005

Telephone: (212) 825-6780
Facsimile: (212) 248-8504

Equator Bank Limited
UNITED STATES OF AMERICA
111 Charter Qak Avenue
Hartford, Connecticut 06106
Telephone: (203) 249-7777
Facsimile: (203) 247-8429

HSBC Bank (Luxembourg) S.A.
LUXEMBOURG

Maison Gilly

7 Rue du Marche-aux-Herbes
L-1728 Luxembourg

Telephone: 4654661

Facsimile: 220384

James Capel & Co. Limited

James Capel Asset Management
Limited

UNITED KRNGDOM

James Capel House

6 Bevis Marks

London EC3A 7JQ

Telephone: (071) 621-0011

Facsimile: {071) 621-0496

James Capel Australia Limited
AUSTRALIA

Level 7, 1 O'Connell Street
Sydney, NSW 2000

Telephone: (02) 255-2500
Facsimile: (20} 255-2555

James Capel (Deutschland) GmbH
GERMANY

Representative Office

8/F, Feuerbachstrasse 26-32

D-6000 Frankfurt Main-1
Telephone: (069) 719-1270
Facsimile: (069) 724-0306

James Capel Incorporated

UNITED STATES OF AMERICA

38/F and 39/F, 405 Lexington Avenue
New York, NY 10174

Telephone: (212) 808-0500
Facsimile: {(212) 687-1650

James Capel-Midland Agencia de
Yailores S.A.

SPAIN

Jose Ortega y Gasset 29

28006 Madrid

Telephone: (341) 578-2767

Facsimile: (341) 578-1120

James Capel Pacific Limited
JAPAN

7/F, Kokusai Building

1-1 Marunouchi 3-chome
Chiyoda-ku, Tokyo 100
Telephone: (03) 3282-0111
Facsimile: (03) 3282-0123

James Capel S.A.

FRANCE

8 Rue Lavoisier

75008 Paris

Telephone: (1} 49.24.16.00
Facsimile: (1) 47.42.92.64

Kay Hian James Capel Pe. Ltd.
SINGAPCRE

1 Bonham Street

#22-01 UOB Building

Singapore 0104

Telephone: 5332936

Facsimile: 5343243

Marinvest, Inc.

UNITED STATES OF AMERICA
3/F, 250 Park Avenue
New York, NY 10077
Telephene: (212) 503-6815
Facsimile: (212) 503-6756

PT Wardley James Capel Indonesia
DNDONESIA

5/F, World Trade Centre

Jalan Jenderal Sudirman Kav 29-31
Jakarta 12920

Telephone: (21) 5211162

Facsimile: (21) 5211160

Van Meer James Capel N.V.
NETHERLANDS

Herengracht 433

1017 BR Amsterdam
Telephone: (20) 550-2502
Facsimile: (20} 625-8376 -

Wardley Canada Inc

CANADA

Suite 2400, One Financial Place
1 Adelaide Street East

Toronto

Ontario M5C 2V9

Telephone: (416) 947-2866
Facsimile: (416) 947-1465

Wardley Capital Limifed
HONG KONG

7/F, Hutchison House

10 Harcourt Road
Telephone: 841 8888
Facsimile: 845 9047

Wardley Corporate Finance Limited
HONG KONG -
7/F, Hutchison House

10 Harcourt Road

Telephone: 841 8888

Facsimile: 845 9047, 868 0065

Wardley Cyprus Limited

CYPRUS

11-13 Archbishop Makarios I
Avenue, Nicosia

Telephone: (02) 477515

Facsimile: (02) 464314

Wardley International Bank Limited
BAHAMAS

Suite 102, Saffrey Square

Bank Lane and Bay Street, Nassau
TFelephone: (809) 322-2754

Facsimile; {809} 326-5706

Wardley Investment Services
(Australia) Limited

AUSTRALIA

7/F, 99 William Street

Melbourne, Victoria 3000

Telephone: (03) 619-9300

Facsimile: (03) 629-2979

Wardley Investment Services
Limited

HONG KONG

12/F, Bank of America Tower

12 Harcourt Road

Telephone: 847 9600

Facsimile: 845 0226

Wardley James Capel Corporate
Finance Limited

AUSTRALIA

Level 10, 1 O’Connell Street

Sydney, NSW 2000

Telephone: (02) 255-2225

Facsimile: (02) 255-2240

Wardley James Capel (Far East)
Limited

HONG KONG

5/F, Hutchison House

10 Harcourt Road

Telephone: 843 9111

Facsimile: 810 7673
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