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‘The Hongkong and Shunghai Banking
Corperation Limited

Finaneia) Highlighis

1989 1990 1901 1996
unsm  For the year Hh$in Lm tssm
5480 Group profi 3,961 2608 S08

Profit aributable w the
4774 sharchohders of the Bank 3,496 7 397
2440 Dividends 2,518 168 323

Al yer-cnd

52,609 Sharcholders’ funds 53,502 574 6H,859
79062 Capitl resources 79847 5,334 10,242
Y25,8200  Current, depovat and other accounts 1.041,904 A L3554
LT Asses 1,158,256 75372 148,494

1IN CONDIS

Per share

HK ¢cenis

Gl pence

US centy

7495 Eamings 48.14 Ja2 ni7
ISIE vadenids 1900 26 S.60
2325 Netasset value 827.65 5528 6.1
Fotd nwmber of sharcs
SRIBI28.070 amn ovsue ot year-end 6,464,278,017
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The Honghong and Shaoghol Banking
Corporation Limited

Board of Directors

WoPUrves. cnf, s s

Josned the Thank o0 d958 An ovee ttive Dirce o since Jub2 and
Ehairman see 199 Chiurran of The Betnk Bash of the
Maldfle Fast und a D tar of Marone Mullond Baeks. Fae amd
Mudhrnd Bank pic

Li Ka-stung, Car Deprn Chiaseoman

Chairman and Managing Direcior, Cheunyp Kong sHoldugs)

Limued and Chaivman, Huchison Whampoa Limited A mun
e itis e Dave e toreof the Band: sne o 1981 anid Depusy Chinsmin

snce JUSS

J M Gray Depriry Chairmon

Jomed the Bank ut [VS2 Eaediine Dueor Filance Sinee
1980 umd Depuiv Chanrman sisiee 1990 Chanman of Wardiey
Haoldinge Lompted and 0 Diecitor of The Brtish Band of the
AMuddle Last, Hung done Bank Lomved, Jemes Capel & Co
Lrnsted, Mariee Multawd Banks, Inc and Swire Pacefic Lunated

B H Asher

Exeatne Divecten Merchanr Bunhing Dyecura e Chasrman of
James Capel & Co Limued, Chif Execwne of Wardley
Hobdings Lomued and Clunrean of Wardley Limied and
Feuator Bank Linwied Jowned the Bank as General Manager
Plannmyg w1 19850 An execunve Durector stesce 1989

J R H Bond

Evcinnve Divector Banking Jowned the Boak i 1961 An
evecutive Director since 1988 Charman of Honghony fand, of
Cennnda and a Duecor of The Brnsh Bank of the Maddle Cuax,
Hang Seay Bank Lamued and Moiine Midland Banks, I

D E Connolly
Chartered Accountant Director, Kowloon-Canton Ruilway
Carporanion A nan-evecrteie icectar of the Bank aon e JU%S

Baroness Dunty, naE

Darector, John Sware & Sons )i K 3 Limuged, Cathay Pucific
Arowavs Lanuted and Swire Pacific Limved A wea evecative
Iurei e of the Bard, since 1951,

F R Frame

Adviser e the Boand Jowed the Bank ay Group Legal Adviser
n 977 An eveddiine Divecior sinece IISRS ind Depary Chttrman
fram 1956 10 [9%0)

D A Gledhill

Chieeman, Jolin Sware & Soas (1K) Linnied, Catlue Paific
Aerwervs Lumted and Swire Pacafie Lumnied A Deector of Hivsan
Development Company Limated, Lee Gardens Hotel Company
Linwted and Masy Transy Rinbweny Carporation & non-
evcvutne Direcrar of the Tunk sence 1988

N R Kuaox

Clurman, Mavine Mudland Bunks, fne ADaregtor of Prrela g
Bask of Canada unid Nagara Shave Corpovatie A a
executve fhrevtor of the fank sime J958

H(C Lee

Chatercen ond Managoy Drector, HBysan Development
Company Linnted A Duedtor of Cathay Pacific Airwans
Lamted, Haag Seng Bunk Limited, Han Chang beernational
{laldings Linmited, Susie Darhy Hong Kong Lited and The
fang Keoye il  luna CGras Company Lintited A nent-eveciing
Durector of the Bank suee 1959

B P H Lo, o

Ankiect Farmer Chavman of the Hheng hing Howing
Authonin  Sesretany  for Dot ! Admimstearion  and
Secreiay for Home Affnrs A Diredter of Numagay Gumt
tH K 1 Lunaed, The Musgan Cracible Conpany pho Privinaad
{nsurance ph tlong Kong Srangi and Shua thing Eleoiann
Tradng Co. Limped Apposcted a son excontise Pwector of
the Band in i

C D Maikay

Dreavr, Inchoape ple and Chatrnan aad Claef Execunve,
inchape Pacfic Limited A new execntice Direcier of the Bank
sace FySa

Sir Kit McMahon

Charemgan, Mutlind Banh ph Former Depaty Governor, the
Bank of Luglamd A nowt evecuave Thrector of the Baak son e
1957

C W Newton, cni

Chneman, London Regional Transport and Fendon Under-
ground Limted A non execive Threvpr of Sketchley pl
amd Metropower Lrmted  Former Chynmn of Mass Trimsit
Raibway Corporatior A non-erecudive Darector of the Bank
sinve 1986

N M § Rich

Managine Dwrector. Jourdbne Matheson Hoklings  Linnted,
Honghony Lamd Holdings Limited. Daney Farm Internationat
Haolduyes Limtedd, Mondarir Orientad Internatioral { nmited
arel Jardine Stategie Toldiags Lomited A non<evecuteve
Dueector of the Bank since 1959

H Solunen, var

Chairtan, World Wide Shopping Ageney Limsted, Workd Wiede
Shippeny Growp Limued, World Mantime  Laied, Wookd
Shippang aned fnvesiment Company Lipited, World Finunce
{mernanionat Lamited, Depury Charrman, The Wharf (1oldingx)
Limited, World Internanonat  (Holdimes) Lanied,. and a
Durecior of Harbour Centre Development Lupited. A non.
exechitve Mhrector of the Bund suwe 1954

J E Strickland

Evecinive Divectar Services- Jomed the Bank iy 1971 tprevious
service I906-091 An execunive Direvior since 1989 Choinman,
Wasfeomy Property Limited aad @ Director of Mass Transy
Rathvav Corpuristton

1] Swaine, ¢y, ¢
Quicen’s Catnsel A non-excentive Direcior of the Bund, since
1956

J C C Tang, cax

Chorree=n amd Managing Dircctor, Soah Sce Teviile Mamn.
coorn o vy, Lanttted and Trastate Holdings Lumiced A non-
< ues, Jdirector of the Bank simce 1984,

G A Thompson
Frewdent ond Chief Lsecitive Officer, Marmp Medland Banks,
Ine A nop-executive Direcor of the Bank sinee 1987

P J Wrungham

Execunve Direcdor Enrvpa. Joned the Band o 1951 An
execpine Director stnce 1987 A& Ducitor of The Briish Bank
of the Muddle fasit, Jomes Capel & Co, Linnted and Mydkandd
Bank ple

Consultant io the Bouard

2

Sir Quo-Wei Lee, cop

Charman, Hong Seny Bunt Lamied Chairman of The Sunk
Fychange of Hone Kengy Lomited god a Dicedtar of Frrama
Hotel Emterprises Lumited, Ifvsua Development Company
Limivted, Miramanr Hotel and Invextmoit Cootpany Linmted,

New World Develppmenr Company Lirated  ond  Show
Brothers tHung Kongy lamited. A aen-eveonnive Dyeector of
e Bank froer 198 g 10N
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Landon Advisory Cominiitee

P Yivangham ¢ Lonemsq

A A bk S Vreater of ik Bash v e J98Y wnd a Ercitor o
oo Bt Burk of the Madd Fast Jomes Capel & § o Limileid
aedd Ay mnd Bank pby Appainted € Biveminn f $0 { pmmntive

- e Jusy
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:‘-:.:f-,“_s'; Sir James Crag, oMo
e A fhrector of The Sawde Breh Bask and Honghong Fgyplian
i S Bunk SAL Foreer Brnsh Anidsrssiador to Svri and 1o Saud

Apvtlr Jeeed the € ommmitive in 1918

F R Frame

Advater b1 the Boand of the Bask An evecutne faredtor anee
19SS anid Depun Clanrman from 1086 0 JY30 Jaed the
Commttee tn 1941

Sir Donald Hawley, xoaw, Mg
Former Brinsh Arbassodor 1o Oman and Brinsii Hegh Com
mvstoner ur Mal s Former Chawman of Ewhanl, Preece
Group Jemed the Connnfttes e 1987

H Kueswick

Chewroman Jardine Matheson Holdings Lanned and Jandne
Strategre Holdings Lamtted and « Direclor of The Dinly
Tetegraph phe, Dowy Farm Buernanonal Hokimgy Limyed,
Honghong Lad Heldugs Lunited and Mandarm Griental
Interrattonad Limited A Miector of the Bank from 1970 1o
1928 Joaned the Comntree i 1978

C W Newton, «or

Chnrman Londorw Regionad Transpatz and Lamdon Uxder
ervuad Limezed A aor-crecuthe Dh oitor of Metobiey p asd
Merrppawer Lipted Former Chaman af Ao Transt Bl
win Corporasten A pon exceatine Ioeccter of ihe Bank une
1986 Joned the Cammutive v Jys9

Sir Michael Sandberg, ¢t
{lineman of the Bank from §$77 1o 1956 Jomed the Com
nuttee in 19857

G M Sayer, car;
Claneman of the Bank from 1972 w6 1977 Joweed the Com
mutree wn J9R

Sir Adriun Swire

Chatrman, Jobn Swire & Sons Lunued and o Duector of
Cuthav Pacific Awrwavs Livited and Swoe Fanfic famited
A Direcior and former Preswlent of the General Coungd of
Breeish Stupping Lamred. Jinned the Commuitee i 1994

Sir George Turmnbull

Chauman and Chief Fxecutive of incheape ple. Also Clanrman
of the Industral Sorien”s Coaf and of the Korea Farope
Iivevutent Fund Joined the Commutee vy 1985

Viscount Weir

Chorman of The Werr Group PLC, Viee-Charman of
J Rotnsedulid Huldings PLE Former Dircctor of the Bank of
England Jomed the Committee i 1980

General Munagers
PW S C Brochman Phrantag
C Ot Group Legal Adhsor

I H Cleave Preswdent and Clict Eveaane Officer.
fHonghong Bank of Canada

D G Eldon Cheef Eecatine Officer, Mulnsia

F J French Jaternassonal, Amerieas Burope

R B Hale Cloet £ revmne Officer, Smyapin e
T W O'Brien Cher Execunve Officer, Umited Kandom

R M I Orgill Chtef Executive Offiver, Hanghonghank of
Anstralia Limited

J C S Rankin Group Human Resowreos

S Robentson tniernational, Mutdie Enst.India
P E Selway-Swifl fong Kong

A K D Townsend frernational, Asia-Pacifa

K R Whitson Evecive Director, Marme Mulland
Bank, N.A

Secretary

R G Barber

Registrars

Central Repstration Hong Kong Limited

Hopewelt Centre, 19th Floor, 183 Queen’s Road East, Hong Kong



€ hatrim's Statement

Shareholders are this year beang sent the Anguat Reports of The Honghony and Skangha
Bankay Corporatson Linuted and of HSBC Holdings ple in the same volume. As eapigined
ke document sent 1o sharehobders on | February 1991, 11 is expected that, subject 10 the
outcome of the Court heanng of the penbon 1o sanction the Schems or Airangement on 26
March 1991, to Durectors bemy sausfied with fistg armangements, and to other approsals,
HEBC Holdings ple wul become the group’s ulumate holding compans and the company in
which <hareholders will have shares, The Annual General Meeting on 14 May 1091 will
theretore be a meeting of HSBC Holdmgs ple. Throughout 1990, kowever, HSBC Holdings
ple was ondy a properts -holding subsidiary and its accounts refleet that level of business; The
Hoenghong and Shangha Banking Corporation Limuted was the lsted company and 1t is
therefore appropriate for shareholders 10 receive its Report wnd Accounts in the useal way.

The group’s results Jor 1990 were very disappomung, Profit attributable 10 shareholders
of the Bank was 183,096 million, after providing for mxation and transfers ¢ inner
reserves; a reduction of A3 per cont compared with 1989,

As already  announced, the wming of the Scheme of
Arrangement meant that a second interim disidend of 26 cents
per share, in fieu ot a {inal dividend, is being paid for 1990 w0
shareholders on the repisier on § March 1991, bringing dividends
{or that year as o whale o 39 cents per shave (an inerease of 3.2
per cent over 1989 in the wial distnbutiony.

Worsemng cconomic conditions during 199, notably in the
United States, the United Kingdom and Australia, had serious
consequences for the group's performance, By comrast, the
SIOUD’S Operations in most Asian countries had a good year.

In the United States, Marine Midland reporied a loss of
5529350 million, hgely as @ reswds of provistons agamst real
estate foans in the context of the depressed econony of the
north-eastern United States. The extent of New York State's
econonue dilficulties mn particular is shown by the faet tha,
during the period from September 1990 (o Javuary 1991, of the
total reduction of 950,000 in employment in the United States
mtranilly, over 250,000 jobs were lost in New Yark State alone.

A nuwmber of steps were tahen during 1990 to come to grips with Marine’s prablems, The
managenent team was reinforced wih the secondment of several execunves {rom
HonghongBank, Marine has contuiued its strategy of becoming a regional bank. and certain
busimesses were sold, The reduction i assets, together with a contribution of ©s$300 million
i new equaty capital {from HonghongBank, resubted in a strong Tier I risk-weighted capital
rato for Marine of 5,84 per cent at the end of 1990,

HonghongBank of Austratia had a very difticult year, reporting a toss of 4$273.2 million
mamly doe o the need 1o make significant provisions in respeet of non-performing leans.
This figure also included the write-ofT of defegred tax relief of A$79 mitlion. A new chiel
execwtive was appointed and the staff count was reduced by over 20 per cent. Efforts are
being directed 1o improving the Toan portfolio and 1o emphasisivg those busimesses in which
we have a competitive odvantage,

Significant provisioms tar corporate loans were required in the United Kangdom and the
Peaple’s Republic of China, The economtes of both countries grew relatively slowly during
the year.

In Asia - the hustorieal core of the group’s business -~ canvings contitied 1 grow
satisfacterily, The Baok's operations in Hong Kong performed well, despite ceonomic
growth thal way slow by the standards of the erritory's speetacular past schievements, Hang
Seng Bank had another good year, continuing its consistently strang performance, The
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Buank s domestic operatisn i Singapore achieved recond resubts, thatigh the witshore unit
seas badly attzeted by provisons i respeet of loans @ Sstraban chents

Despite the enises 1n the Gwit, The Bntish Bank of the Middle st inereased sts probt,
helpeit by another good pertormance hy The Saudi Brtish Baok,

Hensghong Bank of Canada emerged as the leading foreiga-owned barh 10 that country
Toflowsng the acvgusition of Lloyds Bank Canada.

The group’s commetcial banking operations wlso henefited from the alliance with Wells
Fargo Bank, which is producing a growing and prolitable flow of business,

The Wardiey Greup had a satusfactory year, although profit was lower than in the record
year of 1989, due to provisions that were reguired in jts subsidiary Equator Bank, CM&M,
the group's primary deuler in New' York, reduced overheads and returned to profit.

The James Capel Group, udversely affected by the decline in world equity markets,
reported @ significant loss, This was exacerbated by the cost of withdrawing from certan
businesses which had little prospeet of future profitability. In January 1991 a new exceutive
Chaiman was appointed, Overheads are being reduced. The fund management activities of
James Cagel and Wardley in London have been merged,

The sin sharcholders of 1.C.B, Company Lid tformerly Intemnational Commercial Bank,
in which HonghongBank's investment is 22 per centy decided to wind up the company,
[oHowing its problems with less developed counuy debt, Almost all assets have now been
sobd and & members” voluntary liquidation should be completed in 1991,

On 17 December 1998, HonghongBank and Midiland announced vhat they had deeided it
wis ot e right e for o closer sirnetural association between the two groups ., The difficull
ceommuie conditions affecting most major banks, and the uncertain state of financial markets,
dud not provide a sufficiently stable environment in which to consider & fundameatal change
in s retalionship.

Nevertheless, the working partnership between the two groups continues, An incrensing
volume ol business has been referred between the (wo organisations, and the two banks'
automated teller machines and corporale electronic banking networks have been linked,

0a 5 March 1991, Midiand announced s disappointing pre-tax profit of £11 million for
1990; alier tox {farpely due 10 2 write-ofl of deferred tax reliel) the loss for the year
attnbutable to sharchoklers of Midland was £181 million. The dividend for the vear was
halvedd. The dividend on HonghongBank's holding in Midiand is accounted for at the 1ime
of receipt.

Alse on 17 December the Bank announeed that it would put before sharcholders the
Scheme of Arrangement which was approved at the Court Meeling of shareholders on 26
February 1991 by 2.004,510,535 votes to 20006421, Subjeet to the Court hearing of the
petition to sanction the Scheme amd other approvais, it will take effect on 2 Aprit 1991,

The ereation of a holding company provides @ striuchiure that is mote appropriate to the
groep’s various businesses, HonghongBank, the principal subsidiary company, wili remain
domiciled in Hong Kong, HSBC Holdings ple, the new holding conipany, will have its
heudguartess in Hong Kong sind be managed and controlled here: its Board and ity
sharcholders will meet in the tertitory; it will he supervised by Hong Kong's Commissioner
of Banking; and s eyuity share capital will be in Hong Kong dollags, The restructuring
should help to reassure the many depositors, banhks, sharchotders and repulntors vutside
Hong Kong who deal with the group.

It must be emphasised that the group is not turing its back on Hong Kong, The Board
remains confident about the futuee of the territory, which is an imporiant and profitable
market for us, The group continues to invest and expand in Hong Kong, Notable examples
ol such investment in 1990 were the creation of the Network Services Centre as part ofa targe-
scale project to separate the Bank's retail and corporate businesses in Hong Kong, and the
completion of the fing new 27-storey heselgquaniers building of Nang Seng Bank,
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The Hank contiues to deselop sts work for the commanity of Hong Kong, with an
empiiges o edugation snd the emvirenment, In May 1990 the Honghong Band Foundaton
donated nk$20 muihion to set up the HonghongBank Language Developmerns Fund whch, m
e operanon with the Instituie of Language i Educanon within the Government™s Education
Doepartment, 15 Yunding language cumicolum development srojects. The Foundatson abso
nereassd its support for the Centre of Lnvironmental Techmology for Industey in Kowloon,
bringing the total committed so far to #.S5 miltion, 'The Foundation has also begun a Disirct
Commiunity Progranune, under which it will -nake funds available to commitwees of local
community feaders to spend on local smalt-seale projecty in each of the Bank's adminis-
trative dustriets in Hong Kong,

Dunng 1990 the Honghong Bank Foeandation douared wx$3%.3 million to a number of
causes, fn adduion, the group made chaciteble donativns of 16525 2 mudlion dureng the year,

Al the ent of 1990 the number of people emploved by the Bank and its subsidiacies
exceeded 54,000, Lant grateful 1o them all for thea continumy edforts in a year in which poor
sesults in parts of the group inevitably led to a degree of uncertainty. In particular 1 wish to
record my thanks 10 our staff in the Middde East, who hive shown exemplary dedication
during a very teding period.

Ar tie dae of the 1990 Angiual General Meeting Mr R R Frederick resigned as a
non-executive Director; he remains on the Board of Maring Midland, Mr D P H Liso was
appornted s @ non-executive Director, Mr FF R Frame was sueceeded as executive Deputy
Chainnan by Mrd M Gray, but remains on the Board as an exeeutve Dinccior and Adviser,

In January this year, Mr I A Brooks retired from the Board, upon lus reurcment from
Midlund Banl.

We were delighted by Barenesy Dunn’s elevanon to the peerage in August 1900,

The cutlooh for 1991 is very uncertain, but there i great relief as a result of the cessation
of hosuilities in the Middle East, World econemue growth is likely 1o be slower than in 1990,
though East Asia will probably grow Faster than the rest of the world, Notwithstanding the
uncertaintie - ahead, it is expected that, in the absence of unforeseen circumstances, the
Board of HSBC' Holdings will secommend dividends Tor 1991 of at least the total smount
ol the dividend distribution paid by HongkongBank in respect of 1990, that is 1x$1.50 per
HSBC Hotdings share ~—- equivatent to 39 cents on each share in the curpent issued capital
ol HongkongBank,
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The HongkoagBank Group

Principal Compiiis
qurs a 12 March 1991

Commercial Banking

The Honghong and Shanghai Baokiog
{orporation Limtted

The Britash Bank of the Middle East
Hang Seng Bank Ltd (6148 per cem}
HonghongBank of Austratia L
Hongkong Bank of Canada
Manne Midiand Banks, Inc.

The Cyprus Popular Bank Lid (21.62 per ceatl
Honghong Egypiiat Bunk SAE (40 per centl
The Sauds Briush Bank (40 per cont}

Merchant Banking and Capital Markets
Carroll McEntee & McGiuley Inc.
DLP James Capel
Equator Bank Ltd (833
James Capat & Co. L
Van Meer James Capel NY {8244 pur vent}
Wardiey Ltd
Waurdiey-Thomson iad

per cent)

o e
Finance
Coneord Leasing (Asiw Pre Lad

Concord Leasing, Inc.

HougkongBank [aternational Trade Finance Lid
HSRC Finance {Mataysia) Bhd

MidAval Asia Pie Lad {60 per cent)

Middie Bast Finance Co. Lid (90 per cent)

e rr—

Allied Pravincial ple 2 per cenil
BON James Capel Inc {50 per cont)
Kay Hian James Capel Pie Ltd (37.5
Urama Wardiey Bhd {30 per vent)

per cent)

A e

Mortgage And Finance Bhd
wardley Thailand Ld
Wayfoong Credit Lid
wayfoong Finance Lad

wayfoong Mortgage And Finance {Singapore) Lid

Financial Sepvices

wWardley Datd Services Ld

Lid {30 per cent)
Caok Ltd

Central Registration Hang Kong
Hongkong and Shanghai Thomas
{30 per cent)

e e et

Ipsurance

______...—--—-"'..___________—-—-—-——

Carlingford insurance Co. Lid
Gibbs Harttey Cooper Ll
Gibbs Insurance Consultants Lad

e Tt

il T

Lavestment Aaungement
Wardley nvestment Services Lud

Arabiun Gulf fnvesments (Far East) Lud

{20 per cent)

Relirement Benefits
Antony Gibbs Benefit Consuhtants L
Carlinglord Swire Assurance 1id (74.5 per centd

st ettt

Trustee and Naminet Companies
Companies are tocated in the Bahamas,
the British Virgin [slands, the Cayman Istands,
the Channel 15lands, Hony Kong.
the Isle of dMan, Malaysia, Sipgapore,
a4l the United Kingdom.

113 por ot on e wniexs othenvise apeiiped, aysoviated
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The Houghong and
Shanghai Banking
Cosrporation [imited

<>

In 1090 the Bank's proht belore dividends from subsiduiries showed o sigmificiant
wupravement over JOSG This was due o ag merease 1 onet meerest and pon-funds meome
which moare than oliset additional provisions Tor dosbtiul debis i Chia, Singapare, the
Crted Kingdom and the Unuted States. Including dividends from subsidiaries the Bunk
recosdad o profu of BRS7.480 nullion, an wverall merease ol 38 pee cent over 198 The
Hank s total assets inereased by 19 per cent compared with growth of 37 per centan 1989,
Diepssits prew by 21 per cent compared with [2 per cent i 1989, Together wath a lowering
of the rate of merene madvances, tis resudted o a redietion i be advances o deposits
ratio The addhitonal funds rused were mamly employed i prime gosernment securities and
1t the mones market, Shareholders” tunds showed enly sbebt growth over 1989, due mamly
to the retention ol net protit,

Fechnnad Services

HonghongBank '« stiengths monformatson technology supported the expansion of numerous
group products and services throughout 1990, For example, the Bank's mtermational
attomated teller macTume tATAL network was expanded o 13 countries and linked both
to Madland Bank's ATM setworh m the Unitcd Kigdom and Marme Midfand Bank’s
raatem 0 New York State. The group™ global ATM networh now provides the largest
eoverage by country of any proprictars bank ATM network in the world, giving aceess to
nearly 0000 machimes. Switacdy, the HonghongBank Universal Banking system (HUB),
the group™ new soltware fur autoniabing and traching branch hanhing acnvities, was
wstalled i Maeau, Oman, Sno Lagka, Tawan and the Unted States, Magor sy stems
enhancements were sdded i Lebanoi, Qatar and Phinfand,

In Hong Kong, Techmoad Services PTSVowas heanaly myvolved s magor iestavtunng
of the Bank s branch petwork, In Vapzouser, [SY opencd a Group Systens Development
Centre 1 conunction with Hongheng Bank of Canada to develop and test new systems sl
software. Dunps 1980 TSV dlso expanded the proup’s proprietany (clecomninicitions
et ark, wdding high-vatume transmssion ks o Camda and Australie, ik e<tending the
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! teanit e mastallesd TRE A TS the rooup™ advanced toasury tradme ss<tem In Sipgapane,
senvial Bos oasuts evedtiines wene s nivd, thesebs anceasany the <ze amd soope al the
Bank s tocasury acb s ties s Sowih Bast A as g whole

ocians i oot Loy

Tt e st efl oy oF operat e Phoogebnr Bank ~ Taan ab Inettutigis Greowp ol G
st antiy oy soecd the sodea oot e b Sress dinedtea B30 Be RS brand netwowk
Neabeettespondo itk s an ety L csaberantnel nrceease m e vobume hazidled Dy thy
ey s e prar I Vet st e TR s e et hets fosonst toade o e
ofbict Batgh~ 0017 coantines Badso nearhets the rongeo s elecnone Lankmg amd gitengtusil
vl il citenl prodancts o fmane nd misadutions soorld woide Toosuppott Prose elileats,
IO wrstaioof oo tie s anbonmaaem e sy stem oo sdengs iy asiness solumie by g ndizal vastonie
i the Bank < Jareet brandh Jog, tons

Nurpnenge FIG < etforise e proup™s S dellan processiier besativss ador Manin
Miblaned Bagik s Cdobad Products Group soas rostii fonean U0 W ithan avetage of cusa»
Bdhosn s Bamnds pranster pasimend dads . the group s nes e ses enthcbngest nser of CHIPS
Abne Cleounip hause mtethank payments systened

i

d A% )
el al ey
‘l i Aty




FIG also continued 10 manage the Bank's successful und deselopmg alliance wish Wells
Fargo Bank in Californa,

Global Banking Senrees

Global Bagking Servives (GRS continued 1o direct consisient markcting. product and
busimess developinent across the HongkongBank group. In 1990 GBS co-ordinated the
expansion ol the Bank's interpational ATM network, repackaged marketing and advertising
for Hexagon, Hongkong Bank's global electrome financiad services sy~iem, and launched the
Expatriate Services Programme, 4 package of financial »ervices developed in conjunction
with Midland Bank for UK citizens working overseas, On behalf of the Bank’s zrea
managements, GBS significantly expanded the regional securities business, which now has
mne regional centres, maimains some 5530 billion under custody, und provades a prowing
stream of ton-micrest income. In addition, GBS played a key role in the expansion of the
Bank's world-wide credit card businesses during the year.

Hont Kosa

A 2.4 per cent, Hong kong's real rate of economic growth remained fairly low in 1990;
while re-exports rose by 16 per cent, domestic exports remained virtually unchanged, Slower
economic growth marginally cased the continuing tightness in the Jabour narkel, but
inflation averaged 9.8 per cent for the year, down only slighldy from the 10.1 per cent
recorded in {98,

The Baok had another good year and profiis exceeded those ol 1989, In the corporate
sector, Toan demand remained steady throvghout the year, particolarly from mulinationat
compunies. The Bank continued 1o lend to all sectors of local mdustry and a trend towards
higher macgins was evident, Hexagon continued o enjoy strong demand in Hong Kong with
record growth in both number of customers and revenues. In its raditionally important areas
of trade finance and relaied services, the Bank achieved satisfaclory increases in business.
Shipping finance focused on quality lending ratlier than volume in what was a difficult year
for all sectors of the industry, Trading, vofumes on the Hong Kong stoch-market declined,
farpely as a roesult of uncertaintios 1 the Golf, However, the Bank successfully minimised
the effect of this decline on ity own securitics operation with 4 sustained marketing drive,

The Bank's treasury operation had a good year with profits {rom foreign exchange and
money market operations comfonably above 1989 levels, Despite greater volatility and
reduced Niguidity in the imerbank foreign exchange markeis, the contribmion 1o overall
profits from (kis area rose. The introduction by the Hong Kong Government of Exchange
Fund Bills provided a usefud new outler for funds, The Bank’s agtivity in foreign currency
mioney markets increased.

The Bank's retail business performed well, achieving increased growth in both deposits
and loans, Credit cards continued 10 contribute significantly to this business in spie of
growing competition. ‘There was strong demand for pesidential mortgages and the Bank
maintained its growth in market share, Two new retail products were launched in 199G,
Super Ense and AssetVaniage. Both mahke stgnificant use ol technology and comimand
account fees. Super Hase services includz fternational access to accounts by ATM and o
unique debit card feature, while AssetVantage provides services in both Hong Kong doflars
and a range of foreign curencies, as well as corrency swap lacilities and an exclasive
telephone banking service.

At the end of the year the Bank had 253 branches in Hong Keng and the number of ATMs

in the shared network with Hang Seng Banh had inereased by 15 per cent to over 770, The

Bank thus continued 10 enjoy un unmatched coverage of its domestic mavket, The year way

I‘;U{rg?t:‘{ ~‘?f'¥,h"~m? In{.,l-‘l‘{ﬁ marhed by a significant step forward in the evolution of the domestie branch netv ork, The
rll?iﬁ’tffilsvii,{}?;:“t ¢ Leuntert - Network Services Centre, in which the back office functions of the retul network will i
oo the colfection of prfug.rcss.m:ly ccmmhsctl. was officiaily opened in Oclohf:r. The full bcncl'igs of this uKS2(.}()
Ther Himghone, and Shanghan mitlion investment, which also covers the creation of six corporate banking centres, will
Funheng Corporaten Lisited include greater efficiency and vost savings. Additiona! investment was made during the year
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wurreney tundmg persists, partiwslarly Jor foreign banks, the Bant's mtroducion of new
deposit prodacts resutted i i net mterest margin well abued of LAPRLIONy,

Atter the Guyvernmem of the People's Republic of China lovsened it bght ecanomie
controls armuind nwd-ye ar, output mereased sigmicantly and GDP growth rase a1 8 pervent,
The Baok's performance 1n traditional trade-rclated business was satstuctory. However,
provisions had to be made in conneetion with o number of praject loans whach resufred in
a significant loss for the year,

The year saw slower economic growth in Taiwan, including slower espor, growth, and
ith wtoek prices also declining the business environment was somewhat fragile. Neverthe-
fesy, the Bank™s two branches performed very strangly, producizg a significantly better resuli
than in 1989, helped by rsing fee income {rom their card praduct business,

The Banh's branches Tn Maciu continead to expand their business while maintining the
mproved performance achieved in 1989, Growth was in line with the expansion of the
eeonomy.

Lingenng political uncertainty and the series of natwral disasters that befell the
Philippinesin 1990100k a heavy toll on the country’s already vieahened economy. Although
a shortage of foreign currency wils & major impediment (o increased business in most seclors
of the cconomy, the Bank's two branches sweceeded in praducing net results well above
those reported in 1989,

Thatlands ccanomy remained buoyard for most of 1990 until concern about increased
energy cosis and econonue overheating caused a downiurn in stack and property prices
towards the end of the year, Despite increased debt provisions, the Bank’s resut were still
well ahead of those of the previous jear,

Record Foreign investment and stzong domestic demand sustained increased economic
growth in Malaysiain 1990, As a net exporter of oil, the couriry was able 1= offset declining
eamings from the export of agricaltural and manufactured poods. The Bank achicved
exeellent resulls, emding the year with a pet profit well ahead of that achieved in 1959,

Lyespite marginally slower economie growth in Singapore, the working prolit achieved
by the Bank set a new recond, However, the need to Provide against exposure w doubtiul
Australian loams, together with the ipact of non-perfonaing loans, tesubied in lower net
profits tha n {989,

ha Fndonesia, streng loan demaad was funlled by a buoyam economy and, for mucl: of
the year, a booming stock-market, Dereguiation introduced in recent years has continued to
attraet substastind foreign investment, particularly in the manu facturing secior, For the Bank,
which i P90 inereased the eapital allocated 10 its brancles, net results showed signifteant
improvement over 1989,

The Bank's branches o Brunei followed up their strong performance in 1989 with
asother good year. New profits for both the Bank and Mon gage And Finnsee Bhd were beti
than i 1989,

In New Zealand, domestic consumption remained depressed and difficultics were
experienced in the (inagcial services sector, with the Government rescoing one of the
country’s mujor banks Nevertheless, the Bank’s two branches in Auckland and Wellington
produced a net profit for the year, after reporting a loss in 1989, In the last quarter of the year,
the Bank opened o representative office in Christchureh,

Although there were signs in Guan of a slow-down 1n the isfand®s ecanomic boom of
recent years, the Bank’s office improved upon its performunce. However, as a result of
heavier taxation, net profit was below that of 1989,

In Mauritius, 1980 profits were well ahead of those reported in 1989, The Bank was
granted an offshore licence duning the year, and a new offshore banking wiil is scheduled
to begin operating 1 1991,
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Althoogh Indiz expenenced a chang,e m gosernment, as well w polimcal unrest, an 4440,
1l business ensiroament semained tavourable throughout mueh of the year ang the Bank
reposied a net profit well above that of 1959,

Despite continued weidents of civil strite, the economy n Sei Lanka proved resilient.
Farm tea prices and improved touresn fargely effset the eiteets of tugher odd prices and the
o of rentittarces from Sri Lankan citizens working i vhe Middie East. The Bank reported
a stmnficantly mereased profit for 1990, and obtaned approval 1o establish a new branchin
Kandy, Sr1 Lanka’s second largess vity.

The banking industry 1n Pakistan had a difficult year in 193, The country suffered o
severe shortaze of foreign exvnange and the Bunk's result was disappointing.

Bahrain experienced & strong outflow of funds precipitied by the Guif erisis and
depaosits i the Bank's offshore banking unit fell 1o minimal fevels, Neveriheless, profits
were oniy slightly below these of 1989,
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The higlianterest rate poley adopted by the UK Government 1o combat inflanon bit inta the
cconomy gradually throughout 1990 and by year-end the country was in recession with
virvally all banks having to make substantial provisions sgainst the record number of
company failures. Despite this dafticult environment, the Bank s working profits in the
United Kingdom showed an improvement over 1989, The increase was due maindy (o
reasury meome. However, et results were badly affeeted by provisions against doubnful
loans, which resulted i a Toss (or the year.

The Banh continued o bakd on the strengih and expertise of its UK treasury team and
steady progress was made v inereasing corporate wrpover in al products, particulardy cross-
border business in the treasury and financial derivatives market. Some progress has been
made in trade finance, but this has been relitively slow due to worsening conditions in the
mntemational eeenamy,

The Bank®s investment in Midland Bank ple, heid shrough o GK subsidiary, produced
dividend ivcome of £27.5 mithion in 1990,
THE AMIPICAS
The working profits of the Bank’s operations in the United States shiowed in increase over
1989, However, av the cconomy moved into reeession, the need 10 make additionat
provisions restlied m @ net loss, for 19990, atthough this was smaller than in 1989, In fine with
the restructuring of ts branch operations nadertaken in 1989, the Bank maintained its focus
on middie-market companies, elients mvesting in the United States, and the country's fast-
growing Asian commumities. Among the major technological ephancements miade during the
yedr were the installation of HUB 0 the branch network, and die implementarion of
TREATS in the group rcgional treasury eentre in New York City,

In Pannma, the Bank's twy branchies continued 1o expand therr business, producing a
record net profit for the year despite unsettled economie and politeal conditions,

Buoyed by recoweries of previously non-performing loans, the Bank's operations in the
Bahamas had a profitable vear, although net results were somiewhit lower than m 1989,

HonghongBank's Lasiness in Beazil i handled by Banco HKB SA, an associate group
company headquariered in Sao Paulo. A multibanking licence was ssued in Januany, 1990,
and the company was able 1o expand the s2ope of its business, recording @ small retum for
i year.

Foliowmg several ditficult years, and despite unexpected provisions for non-performing
loans, the Bank™ branches in Suntiage and Valpargiso, Chile, retumed to profit in 1990,
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Hang Seng Bank Limited  The Hong Kong cconomy grew ot a moderate rate in 1990 Re-exports were strong bt
domestic exports and consumer spending remained slugpish, Agamad this bashgroaml, Hang
Seng tgroup mierest 61,48 per cont) achizved good results, with 4 2002 per cent ereas= 1n post-
tax profits,

DiErosns ASD OTHER AvCOrsTs

Customers' deposuts and other secounts inereased by :ua$38,188.1 mitlion or 23,6 per cent
aver 1989 to nkS199,820.9 million at year-ciud, In line with the wervitory-wide trend, aJarge
part of the jncrease was again in non-US dollar foreiga currency deposits. Hong Kong dollar
and US dollar deposits continued to record steady geowth,

(7 T = st e e e v S e W LoaNs AND Avvaners
Financiat highlights 1980 1985 Having picked up towards the end of 1989, loan demand
remained steady throughouwt 1990, Much of the demand came
5“:2"5 copital and . from domestic activities, particulacly home mongage financing. :
S s elA3T | REUS Loans and advances rose 10 1k$66,046.9 million by yearwend, an |
Profit atributable increase £¢11k$10,354.3 million or 18.6 per cent over 1989, The
_ o shareholdors 21878 18204 foans 10 deposits ratio was 33 per cent, and  liquidity remained
Dividends paid and high, wim 67 per cent of customers” deposits and other accounts
__Proposed 11886 930.5 being in the form of cash and deposits with other banks,
Total assots 215,382.0 175521,2 SHAREIOLDIRS FUNDS
Exprassad in Hong Kong doliars millions Aflter a onc-for-five capitalisation issue in April 1990 and the
e e e s et et e ] transler from the inner reserve to the general reserve, published
conselidated sharcholders” funds otalled ux$14.143.7 miltion at

vagr-end, an lacrease of 11.9 per cent aver 1489,

Locar Braveir Networy y
During the year, three new branchies were added to the local branch netwoesk. Together with

A2 Mass Transit Raibway banking offices and ooz Kowloon-Canton Railway mini-bank, the

number of tacal branches and offices totalled 122 at year-end, Hang Seng continued a branch
refurbishment programame designed to greate 1 more madern and pleassant banking
environment,

Nrw MEADOUARTFRS X
Consteuction of Hang Seng's new, purpose-buiit, high-technology headquarters building, at .
83 Des Yoeux Road Central, Hong Kong, proceeded on schedule ind was completed in early
March 1991, The building has three basement levels, 27 storeys and a total usable floor area

of 35,258 sauare metres (379,376 square feeds, !
New Yors ano San Fraxcisco Brascies .
The two New Yok branches continued 1o show satisfactory results, The hmited service o
branch in San Francisco, opened in December 1989, recnrded saisfactory progress in its 3
first full year of operatron, With an estaiblished presence on the eist and west coasts of the .
United States, UHang Seng is well placed to serve the expanding Chinese communitiss in .

those regions.

ReprestNTatn g Omices 8 Crusa
Lang Seng's representative offices in the Shenzhen and Xinmen Specint Economic Zones
(SB7s) comtinued to provide Haison and enquiry seevices 1o eustomers who bave established
or ntend 1o esiablish operations in the SEZs and 1heir wvicinitics. Hang Seng plans 1o open
a representative office in Shanghai in 1991 in order to strengthen its seevices and to
complement its existing offices,

SUnSmMARIES
The two wholly owned subsidiaries, Hang Seng Finanee Limdted and Hang Seng Crediy R
Limited. were redesignated respectively as g restricted licenee hank and & deposit-tuking,
compuny under the revised three-tier stueture of suthorised inslitutions in Hong Kong. They .
continued 1o make important contributions to the operating resulis, Associmed Bankers -
Insurance Company Limited, a 08,8 per cont owited subsidiacy, continued to make steady
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progiess with inereases in both premium income and operating profits. The Wing On Bank
Limited, o S0 3 per cent owned subsidiary, streamlined its operations, partcutarly through
automation, and made satistactory progress for the year,

Niw BT

In October 1990, Hang Seng mtroduced is Ges eleptone banhing s ioe —- the FlexiPhone
Aceount, The response from customers has been encouraging, As o Turther enhancement of
ity retail banking services, Hang Seng instatled instant balanes engquiry terminals at s head
office and maygar branches to supplement its ATM and COPUT systems, Again. costomer
response was positive, In order (o meet the more varied demaneds al individual customers,
personal binking contres were set up daring the vear at the head olfice and major branches,

CovMe MTY SERVICTS

Hang Seng continued 1o support & vanety of community seevices, inchedmg the provision of
an Flucation Advivory Service, the compilation of the Thang Seng Share Indes and the Hang
Seng Consumer Price Index, The widely used telephone ot e tar the Hang Senp, Shave
Indey was apgraded with s conyuierised welephone-answering syiem proyiling upsto-the-
anptte ntermarion on the Indey. The Tang Seag School of Commerce, o non-prelit-making
cocduealional msttution which olfers two years” it post-secondary husiness educion
(0 stwdents (ree of charge, celebrated as 1050 anniver<ary i Nosembee 1990,
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The Lreusury at Petra 1950 Ol BBME™ operabons i the segon, that in Jordan was possibly the most atiedted

ot b ' by the Guli <rsis. The economy performed well iitiafly, but suftered a sharp resersad i the

i: ”* ‘ T Nl second halt of the year. Aud from atber Arah countries ceased, anemploy ment rose. tounsm

Heskor, & f0odw b was senoasly curtaded, and the veonomy sutfered significantly from the mtematonal trade
embuargo aganmst e, Jordan®s primeapal rading partner, This was exacerbated by a dropan
foreign curreney reonttfances rom expatriate workers i the Gult states. Although the area
produced good working profits, higher provisions for tax and non-performing assets, conples
with an adserse exchange me, produced o finak result lower than i 1989,

In conirant, BBMEs operation in Oman was probably the Teast affected by the erisis, and
precluced improved profits. A new Ave-year plan, envisaging growth of 6.3 per cent per
annum, wis announced by the Government and 1991 was destgnated *The Yearof Indusiny *,
Projected increases in ol revenues and the developm nt of the non-agricelivre, non-ail
seclor should be bepeficil to BBME®s operations,

In Qatar the economy became static following the Gulf crisis, However, the miyjor North
Field Gas projeet continues on schedunle and the tigld should beeome operational during
1991, Tnereased foieign exchange caminge and non-funds income helped BBME's branches
ta record another setisthetory performance,

A measure of stability returned to Lebanon after 15 years and the community is now
faced with the task of reblding Beinut, BBME reopened its braneh in Dora Tate in the year
avad, despite n weuhening Lebanese pound and continuing high inflation, its operations
returned an improved result,

In India the profitability of BBME's branch in Bombay was marginally below forecast
but the brancl continued 10 make w good contribation to the group's presence in the country
through non-resident deposity,

BBME's branch in Switzerland (Geneva) reported increased  profies. peaerated

principatly by an nflux of deposits from the Gulf.

In the United Kingdom, the result from the London {Curzon Street) branch, although
lower than in [Y8Y, was better than anticipated.

In the course of 1990, BBME lucther eapanded its product base and mnproved its
customer serviee through the continoed development and application of informatien tech-
nology, The international coverage of BBMIEE's ATM network was greatly enhaneed by the
establishment of hinhs with Midland Bank's network in the United Kingdom, Marine
Midland s sy stemn New York State, and the Visa Plus* network, The Expatriate Services
Programme, developed in conjurction with Midland Bank. was introduced, and the range of
clectronic tinancial services provided through Heasgon was enhanced, BBME's branches in
Oman sueeessfully converted to HUB, universal banking terminals were introduced in the
United Arals Bmirates, amd major systems enhancements were added in Lebanon and Qatar,

For the thard suceesseve year, Th Britists Bank of the Middle East was named the best
retail ek operating in the Gulf Co-apetation Couneil countries by readers of the Mukile
Last Feonomie Digest,

Marine Midland Bank Marine Midkand Bank recorded anet Joss of v5$295.6 nullion for the year, compared with
net meome of 1sSE3L.Y million for 1989, Ata time when a number of major US banks tound
it necessary 1o post substantial reserves against non-performumg loans, Marine increased its
provisions for loan losses by vs$357 million,

)

e

The deepening US cconomiv recession, a read estate erisis amd uncertainty arising trom
hosilines i the Gull @l comribured to this poor perlommance, As the U§ ccononyy
deteriorated, the impact was particuliely styong in the north-castern Uniled States, where
commercial reat estite vavaney rates ran signilicantly above the levels of past years, corponte
protits telt sharply, and small business failures and consumer eredit delingquencies nase,
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By year-end Masme had bolstered sty Trer | capital rano to 5.84 per vent, & sigmfrant
wicrease from thie 377 per cent rato reported at the end of 1989, Concunently., Marme
oliranh it assels 10 1952001 tlbion by the end of 1990, reducton ol 1557 ithion trom the
previous vear. Manne also increased ity hgmdity at both the bank and holding compaey
fevels, and cut operating expenses - exeluding credit-related expenses - by almast 15
per cent frony 1989 fevels. Over the course of the year, stafling lov els were reduced by 162

per ¢ent.
s ommEss o o m S seleerTn s s In order 10 minimise the potential for finure additions (0 11y
L Finandal hightights 1990 1989 I reserve for lews developed country (LDCG loans, Marine con-
l tinued 1o reduce its LDC exposure throughow the year, The bank
) Share topital and had 158715 million in LDC loans outstanding at the end of 1890,
ek S 1097468 1,176,505 a reduction of more than 37 per cent over the levet au year-end
P I n ¥
¢ Proficiloss) ainbutable 1989, Had Brazil met its scheduled interest payments i 1990, the
{ m Sha"’f’,?,ld"fﬁ e ,,,ﬁ'zﬁf‘f,sm]_",wmu 13‘88'3 performance of Marine's LDC loan ponfolio would hive been
L Total assots 20,106,902 27,066 546 substantially better. Al year-end, Marine had reserves equal to
| Expressed in LS dollars ‘000s 39.8 per cent of Joans to refinancing 1LDCs. Marine also had
reserves equal o 3.6 per cent of losns 10 homowerns other than

LDCs, a sizeable inerease over the previous yeur.

At the beginning of 1990, Marinc announced & restructuring progro;mine to eonselidale
operations, wherever feasible, atits head office in Buf falo. New York Swe, and 10 withdraw
trom lines of business inconsistent with its core consumer and commercial banking
franchise. For example, during the year, Marine transterred its eredit card operihions o @8
head office in Bulfato, closed its remaining represeatative oftices in Latin Amerca. and sold
its interpational private banking business aud parts of its highly leveraged transactions and
~ducation loan ponfotios. In the fourth quarter Marine announced the sale 10 For! Motor
Credit of selected accounts and offices of 1ts national automebile financing business, and
during the year completed the sale of its investments in two other banks, Socicty Corpuaration
and First Penusylvania,

In another step (o reduce asset size, Marine successtully issoed an offering underwritien
by the First Boston Corporation of securities backed by the bank's credit card recetvables.

In fine with its regional Tocus, Marine acquired additional branches and consolidated
branches in other Tocations. With 319 offices serving 283 communitics, Marine now has the
secand largest branch network in New York State, To hroaden services to its retuat and smali
and nriddic-market business cusiomers, the bank inroduced 1wo new product packages:
Marinextra and BusinessEixtra, Each offers a combinmion of services and fee suuctures
tailored to customer nreeds, Marine also expanded its state-wide MurinEdge Finangial
Services programme which provides customers with access 1o a wide array of investment
alternatives, cluding annuities, mutual funds and msurance,

This emphass on Jull-service banking has made Marine the sccond largest lender o small
businesses and the thicd largest lender 10 consumers in New York State.

Meanwhile, s a1 member of the HongkongBank group, Marine continues (o offer its
customers fiecess 1o global markets and services, and in tm plays a roie in the delivery and
processing of group products. To help cross-sell Hexugon 1w US basiness customers,
Hexapon Services completed the training of selected Marine officers on the use of Hexagon,
In addition, a new Glabal Products Group was established to provide US dolhar clearing and
processing for paymeut, trade and securitiey transactions. Due w be fully integrated in the
first quarter of (991, the unit handles on average of 18,000 funds ieansfers tordling more than
1»$55 billion daily.

U ntitled 7930
Paul Jenkins LI ¥

Frong the cilfechion of
Hare Mudland Bunks, Ine
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Hongkong Bank of Canada Hongkong Bank of Canada had another good year in 19890, Consolidaied net income for the

<>

f FLOW I TS TACL e e ST . DT

Finarcial highlights

Share capital and

year ended 31 October 1990 rose 10 « $4R.7 millon, an merease of gimwst 40 per cent over
1969, Contributing to the growth in profits was the purchase of Lleyds Bank Canada,
completed in May ata cost of approximately ¢$197 million. The acqeisinon, whych mneluded
A} branches and &4 billion in essets, gave Hongkong Bank of Canada balanced
geographical coverage of the Canadian market and reinforced 1s position as the Jeading
international bank in the coustry.

Total assets at the end of the reporting year, which included those of Llpyds Bank Canada,
stood at ¢$1.2 billion compared with ¢$6 1 billion s at 31 October 1989. Also reflecting
the acquisition of Llow s Bank Canada was a sharp increase in deposits and loans, Total
customer deposits increased by 60 per cent and commercial and personal loans rose by 50
per cent during the year,

31 October 31 October

Hongkong Bank of Canada achicved these results in a year
1990 1989 niatked initially by high interest rates aimed at curbing inflation
and, subsequently, by the onset of a recession. As a resuil of
regional differences in the Canadian economy, the impact of the

reserves 551344 301,799 recession was less severe in the west, where Alberta and British
Profit attribulable T Columbia in particular held np reasonably well wntij year-end,
to shareholdars 48,588 34,818 Although imerest rates did begin to case during the third quarter,
Total nssots 232z BABBATL further rate redictions were constrained by concems about 2
possible weakening of the Canadian dollar and the inflationary

Expressed fn Canadiion dollars ‘0005 effeet of the national goods and services tax 1o he introduced at

ez

] the beginning of 1991,

Against this background, the bank concentrated on maintaining the quality of its well-
diversified agset portfolio and on expanding its strong position in the retail market. One of
the major reasons for the purchuse of Lloyds Bank Canada was Hongkong Bank of Canada’s
goal of extending its existing branch network —~ focused largely on western Canady —
further castwards. The acquisition of 1he Lioyds Bapk Canada branch system, located
primarily in Ontacio and Quebee, helped to achieve that objective, 'With 118 branches
extending from Vancouver in the west to St John's, Newloundland, m the cast, Hongkong
Baak ol Canada now aperates in nine of the country™s 10 provinces and provides a full range
of banking services in virtually every major market in Canada.

Reflecting its nationu] scope, the bank has also begun issuing all internal and extzroal
printed material in French as well as English and, where appropriate, in Chinese. Of the three
new branches opened during the year =~ two in Toronto and one in Vancouver ~- two cater
specihically to Asian customers, Their establishment underlines the bank’s commitment to
developing this market. Broadly defined, Asian business now accow ts for about 2 per cent
of Hongkong Bank of Canada's rotal business,

In response to customer demand for greater banking convenience, Hongkong Bank of
Canada cxtended its ATM network by 11 per cent and expanded its MasterCard?® customer
base by 40 per cant, As part of a continuing programme to modernise and improve 18 retail
operations, Hongkong Bank of Canada refurbished severat branches during the year; others
are scheduled for modernisation during 1991, 1( also stepped up marketing of Hexagon, and
~ontinied to make substantial investments in computer systemns and other capital equipment
{0 provide faster, improved customer service.

As amember of the HongkongBank group, Hongkong Bank of Canada was invelved in
bverseeng the tonstruction and opening of a systems develfopment cenire in Vancouver,
Britiste Cotumbia, Opened on schedule in July, the centre is a significant step in the group's
continning and substantial investment in banking technology. Since its inception the centre
has built solid refationships with nearby universities and techmenl schools to ensure a ready
supply of well-trained potential employees.
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HongkangBank of Austratiz The Australian cconomy detenonated Jurther dunng 1990, particularly i the ~econd half of
the yeir. The corporate sector came under scoere pressare, and thus affected the binbang

m midustry. HongkengBank of Austrahia recorded a substantial foss for 1990 after making
furthser provisions for nun-pertieming commercind Joans and reversing the futare tax benefit
Oof 4579 nulhion on prier year losses,

Fipancial highlights 1990 1985

The capitul base was strengthened during 1990 by an injecuon
of AS250 mitlion in puid-up capital and a futiher A$29 miliwon of
perpeteal subardinated debt. In November HonghongBank of
Austradia 5 parent, The Hongkong and Shanghai Banking
Corporation Limited, entered into a Capial Mamnienence Agree-
ment. During the year stafling levels and overall costs were
reviewed to reduce overheads

Share capital and reserves 149,775 172,973
Loss atinbutable S )
to shareholders {273,198) {81,564)

R Mt § T TAT T LTSI £ 8 ey o T T TET S r e

Total assets 2,411,521 2,993,765

‘g L e -~ - . "
Expressed in Australion dolfars ‘000s The financinl markets division continued 1o perform well.

i New products and fmpreved controls were ntroduced, con-
centrating on the wp end of the corponite sector,

B R e ]

Wardley James Capel Corporate Finance reported a small joss as a result of reduced
mergers td aeguisitions activity. Small losses were also recordad by ihe fund management
business of Wardley Investment Services (Australia) and by James Capel Australia,

The Cyprus Popular Bank  The economy of Cyprus remained buoyant in 1990 due 1o strong domestic consumption and
a booming lounsm sector, Growth of' 5 per cent was achieved despite the Guil crisis and,
although inflation rose to 4.5 per cont, nnemployment fell below 2 per cent. The Cyprus
Popular Bank (group interest 2162 per cent) had another very good year, wul profits
increasing to c£5.5 million. Issued share capital was sirengthened by a successiul rights
issue and a warrant issue exercisable in 1991-93, The branch network was expanded by five
10 122 and a new head office in Nicosia is planned, The joint company established with The
Bank of Cyprus in 1989 to handle credit vard iransactions began operations in 1990; further
areas of co-operation are being discussed,

Hungkong Egyptian Bank  The Government continued to conteol credit expansion through a policy of implementing
credit ceilings. The fevel of foreign exchange avatlable to the private sector slowed, re-
{lceting deelines in revenue from tourism and expatriate reminances due to the Gulf crisis,
Over the year the Egyptian pound depreciated by about 10 per cent in value against the US
dotar, AtEL) 1.5 million the net profit of Hongkong Egyptian Bank (group interest 40 per
cent) showed a good improvement over the 1989 figure of ££3.8 million. Empliasis was
placed vo conselidating operatuonal controls and foproving the quality of the Toan portfolio,

Saudi Arabia’s economy performed wetl throughout the vear. While some sectors were
adversely affecied by the Gulf erisis, others such as hey supply indusines benefited from the
military build-up.

The Saudi British Bank

TN
Jb'i";‘} ;;Q‘;
Rchisi
B T

The Sawd British Bank (group interest 40 per cent) had another exeellent year, achieving,
recard profits ol sk 192.1 million with strong growth ia ity main businesses. An imtiat outflow
of capital in August was short-lived and previous levels of
deposits were largely restored or replaced with new business,
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Financlal highlights 1890 7988

Shara copitol and resorves 839,177 715,855

Profit sitnbutable
10 shorehslders 192,110

123,084

Dividends paid and
proposed 68,768 48,000

A B g KL S I SN D, £ S, a5 = e SRPE S8 TR

Total assots 145717.036  12,640.539

Exprassod In Saudh riyals “000%
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The branch network was expanded by six 10 43 and the product
range was enhaneed, Treasury and investment seevices inereased
their market share, while the quality of loans and weome from
non-funds aetiviticy improved.

The outlook for 1991 is uncertiun, but The Stadi Briush Bank
is well positioned (or long-term grovah,
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et Wardiey Holdings ‘The Wardley Group had a sutisfactory yeur in 1990 atheough its reported profits of nx3$32)
T " - - . Ty

L metlion were sizuificantly less than the reco:d levels ol the previous two years, The resulis
3 ﬁm were Mlccred by lusses incurred by the Eguator Group which suffered from anpaid interest

and gher provisions ¢n its Afriean sovereign exposore,

Waroiry L

Wardley Limited is ther Group's merchant bank in South-East Asia with headguariers 1n
Hong Koag and offices or affilimes in Taiwan, Thailand, Singapore, Malaysia and
Indonesia. The afier-tax protit for Wardley Limited and its subsidiarics in 1990 was 1n$339
milfion, sonie 14 per cent lower than in 1989, However, core business peofits improved over
1989, after adjusting for exteaordinary write-backs ol provisions in 1989,

Trease=y and Private Banking

Pre-tas income of Treasusy and Private Banking in Hong Kong was sharply higher than for
1989, Lower interest rates provided the impetus for improved profit: increased interest
income, more active foreign exchange trading and stable swap income contributed 1o higher
pverall income. Client partfolios continued 1¢ grow rapidly during the year,

TETEI A TS o reewwLT rTovewTw. R

Wardley Bank (Luxembourg) SA grew substantially and

Financlal highlighis 1990 1989 resulis are expeeted 10 improve in 1991 with more active market-
Share capital and ng, better treasury management, more efficient operations and a
reservos 1,944,714 1,827,001 jarger customer base 1 Europe.

Profit attributable Debt Origiration and Advisory Services

_tosharsholders 324138 8107 Wardley Capital's leading posion in project finance and
Dividends paid and advisory services. export credits, aviation {inance, property
__propased . _Z0p00 370,000 finance, eapital markels and financial risk management produced
Total assots 45,481,154 34,953,455 satisinctory profits, The company was appoinied financial

adviser tn the Hong Kong Government for long Kong's

Expressad in Hong Kong Jdollars '000s proposed new airport,

b it DiEL Ch i e v C—— . ——— TGS § T TESITEG T e & e o

Corpurare Flianee

Wardiey Corporate Finanee participated throughout 1990 i a wide range of corporate
{inance activites, including flotations, mergers and avquisitions, privatisations and corporate
restructurings. It directly underwrote over 30 per cent of all equity raised by way of initial
public offerings on the Hong Kong Steck Exchange during the year,

Broking and Secneities Servives

Wardley-Thomson continued 1o grove i the Pagific iegion and, despite unfavourable markes
conditions, turned in good profits, The company trades frtores and equities on the world's
major exchanges and as principat makes @ 24-hour market in bullion and precious metals,
Wardley-Thomson’s equity research service hag been well received in the markes The
established *Wardleyeard' service providing statistics on Hong Kong-lisicd companies also
made a waetnl profit coantribution.

Wardfey's new assoctation in Thaland with Cathay Trist Co Ltd made a good start,

Although turnover was lower on the Hong Kong stock-market, Centel Registration
{50 per cent owned) again achivved satisfoctory profits. An advisory and technieal assistance
agrecment was eoncluded with @ pow registrar in Indonesia, PT Blue Chip Muha,

Wardley Shipping soffercd from u fudl in wrnever in the sale and purchase marke! and a
reduction in freight levels in the ehartering warket, The Beijing representative office had o
goad first year.

INVFSTMENT MANAGLMENT
With 18310 billion under management ot year-end, Wardley Investment Services Lid, the
Group's investment management arm . masle good progress in attracting institwtional funds
wr South-Bast Asia despite adverse market conditions, Early in 1990 it lmmched the worlid's



fust umbrella fuad for warrants fnds and during the year develaped other new produrcts to
address a changing ecopomic climate, Marheting capabiities .- Dubai and Taiwan have been
strengthened, while the acquisition. froni Manne Midland, of 4 contrelling inserest n
Marinvest adds a Nonh American investment management capibility to existing operations
m Europe and Asia. Wardley Derect Iivestiment Management Lid completed a number of
unlssted investmenls for Pacilis Rim Investments Ld and prospects are encouraging for the
launch of a second fund mn 1991,

Wardley Investment Services Lid formed closer links with the Carlingford Swire
Assurance Gronp 74,5 per cent owined) which provides life assurance amd retirement benefit
services. Carlingford Swire aunchied a new Jife assurance distribuiion arm and a business
0 manage investments using quantitative tehraguss,

Orrer OVERSZAS OPERATIONS

Equator Holdings made a heavy loss as a result of sovereign cisk provisions and uopiid
niecest on African loans made in the carly 1980s, However, it renarted a reasonable profit
on its current Lusiness and continues o play an imporiant role a4, o link brtween aid agencies
and African customers,

Wardley’s operations in North America - Wardley Ine, New York, and Wardley Canada
Inc, a subsidiary of Hongkong Bank of Cunada «had di~sppointing results, Both businesses
have been restruciured to meel the strong competition in North America.

Wardley Cyprus retained its leading position among-t offshore banks in Cyprus and made
a satisfactory profit, The company is working with the tocal ship management community
to provide an enhanved treasury service and is a feading adviser to many of the island’s
hatel groupe,

Wardley’s representative office in Tokyo was strenglhened by the appointment of 4 senior
Jupunese exccuuve, The office played a useful role in identifying Japarese investors and
finance for overseas projucts,

In Madaysia, Wardley's associate, Utama Wardley Bhd, reported significantly increased
profits.

James Capel Crovy

C

el

The James Capel Group had @ very disappointing year, suffenng substantial fosses in Euro-
convertible market making and in fixed income trading, as well as from the need to write-
down an investment in an associate company aml 10 make heavy redundancy payments in
the course of a major cost-reduction programme. Nevertheless, the Group waintained or
improved its market share in most major financial ventres and broke even in its continuing
activilies, despite very poor conditions in seeurities markets around the world,

[ " T AT T s e S S ke Tk T % st s in the United Kingdom, Sames Capel’s pre-eminent position
Financlnt highfights 1999 1989 in research was realfirmed by institutional investors for the 11th
consecntive year and the firm remained London's leading agency

Share capital and 71550 41108 broker in terms of ¢lient business. On the corporate finance side,
L e s o cee ettt et 1.“ James Capel acted ay stockbroking adviser to the UK Govern-
Profiloss) for tho year ment on the privatisation ol the elcetricity supply industry n

_ oftortexation  30%%0] 398 England and Wales and as lend moker for the offers for sale of
Dividencds paid 11,688 - the regional eleetricity companies in November 1990 and the
Tott asuots 3067411 3,683,488 penerating companies in February 1991, The invesunent inan-
agement division also expanded its funds under management, in

Exprossed in pounds starfing ‘0005 purt by the acquisition of a team from Stock Group {London) L,

Continued losses in {ixed tncome trading forced a reorgani-
sation of this area, The profitable pilts market-making unit was transferred to Hongkong-
Bank's London treasury division, whue it will complement the Bapk's risk managemen end
derivatives businesses, ‘The firm has ceased market making in continental European
governmeal secuntics,




in dames Capel’s Furopian business both s Paps and Ansterdam operahions moreased
thewr causts machet share and mamtaned leadershap m their sespecine options markets. In
Madnd. James Caped jomed with Midland Montaps o421 up Jamses Capei-Ahidland ALty
de Valores, while wr London the firmi’s posttion as a leading diststbutor and marhed maker
in conunantal shares was furiber strengthened, A nusmber of Luropean crose-border comonte
tinanve deals were compler:d, drwing on the firm’s dismbution capability arend the world,

fn Noalk America, where marhets were severely depressed, Jumes Capel Tne had a
satsfactory year in secursties disiribution and corporate finance ‘Chree new specialist funds
were launched aad the firm acted as fimaneial adviser in a number of gross-border
rransi.enons, the most netable beng he acyuisition of BEA Assoeracs, a feading US fund-
management geoup, by Ciedit Suisse, Canacdian marhets were particularly weak, and
BEN James Capel only managed to breah even, while Sames Capel Australta also had a
ditficult year,

James Capel 0ok up ity seat on the Tokyo Stock Exchange in Nevember 1990, During
the yenr share prices m Tokyo colfapsed and there was a sharp decling in tradiseg netivity,
but the firm piched@ ap additionat domestic market shitre as Japanese institwtiona) i eslors
reversed their infernational capitad fowss it now rzaks among the wp (14 faceign brokers in
Japan despite having x relatively small aperition in comparison with its COMpPetHors.

The Hoag Kong office had a good year, and the emerging markets of South-FEast A
provided strong revenue inereases, I Singapore, the joint-ventuse company Ky Hian James
Capel which went public in October, did well 1 & difficult market, while in Thailand James
Capel signed @ rescarch and management agreement with Ehachast Finaace and Securitics
Co 1.

CM&EM Group
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UMM the group's primary dealer in US tressury securities, recorded a stuzlt profitm 1990
afier amoctising, intangible assets and all other expenses, Despite long-standing competitive
pressures inthe fised meome industiry, the company inerensed its revenues and, inthe second
hall of the year, improved jis trading results, Alse contribuling 1© profitabiliy: way a
continugdd reduction in overall sypenditire, coupled with n consersative risk-trading
approach which resulied I less eamings vokaility and consistently improved quaricrdy
fivancial results,

On the wholesale side of s husiness, CM&EM increased

Financial highlights 1950 19893 revenues significandy in its operntions in New Yorh. London and
Share capuat and Tokyo resufty were ::-lf;o eithanced by the integration of ;\-hdlm}d
Fese0Ves 85,117 94,710 Montagh Securities® US treasury operations inte CM&EM in
TR AT A b T S 50 e 3 AT e PR Ak s TSk, R S e T AT A I Iy 4 O T ,".‘ W ¢ Tt b & ™ e
Profitiloss) sttributatia p\\thllbl U, A new troker: dcnl::'r n‘ls\ ision .m'mplcun& its {irst
© sharehaldare 407 {2,743) full year of operatic A, proved profiable in offering corporate and
T T T et et et St other fixed incoms ~ecurities,
Total assets 2,335,095 2,893,583 s
i In the remil business, the company™s US bronch svsten
Expressod in US dotfars 000s ) . >INESs - pany-s 3':; U Sy t.‘
cacountered  stronger competition bul maintaved both i

oM LI L3 el et osuem T_car aa

T profitability and leading position in small retail wsactions, Ti
ménntan ils position and maxtmse revenues w its domestic sales operaions, the compan;
commitied addinonal resources 1o thiy part of its business.

The company's futures busingss saw volumes ingrease in Chicago, Singapore an
Landon, althongh commtission rate pressures in 1he futures industry reduced profibility |
the LS market. The finn's earrency options operation on the Philadelphis Exchungs, whic
had heen producing unsstisfictory rerums, was closed in 1990 CM&M 9)vo realised reven
from Prominnofi-Pacis, wh fnter-deater broker in French government securities it which
hats @ shareholding. Prominnofi inereased profitability for the tird vear m a row.

CALEM s principal ohjective for 1991 15 1o achieye evealy badanced revenug prowth
its four major business groupings: risk trading, whelesate deader setivities, retit wansactio
and futures operations,







{ arlingford and Gibhs
Incnrance Groups

D4

Financial highlighta

Share aputal and
TLadiVes

Peofit for thoyear

after taxation

Diwdends paid and 7
proposed

Totad assols

Eapressod in Horyy Kong dollars '000s

562,225

119,358

2,802,182 24298

The Insurance Grroap had & good year, reporting soncrease ol 6% per cont i after-tax prolits,
Ve msurance busesses themselves produced resulis whnel were penerally s hnc with or
slightly ahead of torecast. The UVR-based retirement benetits and personal financial planning
subsularies, which now [orm part of the lnsuranee Group, aiso pucle good progress and
recorded profits above forecast, The Group provides o growing range of insoranee and
related serviees either through specialist sobsidiaries or direetly theaugh branches of
HonghongBRank i selecred aveas These services currently wilude underw nting, broking,
ageney, preminm finaneing and eimployee benefits consultancy,

1989

The insuranee murhets i which the Gronp operates, pirti-
culely i the United Kingdom amd North America, appeared 1o
be resching it fow peint in the economie eyele dunng 199¢, and
premiums continped to soften in the developing econonies ot
Sowh-EBast Asia. Competition intensificd in almost all areas,
Nevertheless, thiough strong marketing inttatives and eloser co-
operation beiween the various units of the Group, as well as belter
haisen with HonghongBank branches in a number of serritories,
the Group was able 1o of fset slimmer margins with more business,

1990

465,657

70,543

40,000

In Hong Kong, the profit of Carlinglord Insurance Company
Ll and ity wubsidiary, Casbingtor] Medieal Insurance Liud,

T oo adviueed by 25 per eent, Gibbs nsurance Comssliants Lid was

able 10 report sansfuctors profit growtn of 20 per eent alier a period of slower growib in
eCent 3eurs,

In the Epited Kingdom, Gibby Insuranee Holdings Lid fusther maproved its profitabitity
and, assisted by the reeevery of Aptomy Gibbs Benefit Consultonts Litd, recorded o profit
srowth of' §7 per vems,

In Singapore, Carlingfrd Inssrance Brokers Singapore Pe Lid achieved its forecast
despite cordinwing pressure on overheuls,

Cisbb< Gudf Inwranes Consaliants Lid 1 the Umided Arab Emirates traded profitably
tespite the difficnlt sittuanon in the Gulf.

LRBG Holdings Limited

Despite the potestiatly adverse effects of the Gulf risis on the growth of sissels wnder
management and the pressure of rising costs, the Trustee Group companies continued to
strengthen their bininess dopng 1990, Overall atiributable profit jor 1990 was 19 per ceat
higher than that for 19389, Asia continues 1o be the most important area for the Trustee Group,
although the trustee compeny 1 Jersey also made a siatisfagiory contribution in 1990,

The nereiased awareness by employers of' the need to provide improved stadf benefits
gave rise 1 lavourable husiness opportunities for the trustee companies in Hong Kong and
Malaysiia, where the growing inrerest in retrement benefits seheme business is encouraging,

In November, Midland Bank ‘Trast Corporation (Jersey 3, b wholly owned subsidiary of
MNidland Group, acquired the entire assued share capital of Heonghong Bank pnd Truost
Company Limited, 2 wholly owned subswhary in Cibraltar of The Hongkong and Shanghaj
Banhing Corpaoration Linvited, as part of the business co-operation between the {two groups,

The growih of the Globad Asset Protection business lad 1o the relocation of' the head office
of HlonghongBank International Trustee Limited from the Bahamas to the Cayman Islands
and (o an assoeiatien wilh the established Midland Group operation there. The reorganisation
wHl allow the trustee operations greater {lexibility @ sccommuodiiing wider eustomer
requiremients around the wogld.

The implementation of a new computer sy slem continues 10 support the expansion of the
business by allowing the lrustee compantes to provide more sophisticated products and fast
aecess o global fmancial mfermation particularly through Hexagon,
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HSB Finance (Malaysia Bhd

Financial h'~hiights 1939 1989

Sharo capitat and
reserves

wa A = vme B

73531

Prafit aunbutable
le 5harehulder'. 15,864

ledﬂnds pald and
pmposed

'Iuml asaets 763 524' 742 402

Expressed m Malaysian ringgit ‘0005

'Sub;ccr to final approval

B R T T

Favourable cconumie comdtions in the Malaysian manufactinng
eetor allowed HSBC Finance {Maluysia) Bhd o nerease 1ty
finanuing of industrial plant and equipment, but stronger com-
petition resuited i finer lending rates 1o secure guality business,
In addution, higher deposit rases, especially i the second half of
the year, resulied in an inerepsed cost of funds Jeading (o a
reduced profit for the year, Lower timber prices and Jess demand
for logs affected the ¢ompany’s perfurmance in Sabab and
Sarawah. Conditions in 1991 are expected to remain pighly
competitive.

Wayfoong Mortg;u,t, And l'm.mu. (Singapore) Lid

[ LRSI S T o e ——— r———

Financial highlights 19490 1989

Shara capital and
resemvas

Pré[il mlributﬁbla -
to shareholdars 4, 8?3* 2,956"

Dw;do‘;d‘:y;;::a e T T s e s
proposed

ra D TSN T vamTim necetadms S SeT

Total assots

23 872" 21 704'

2,505

R

217,741

1 801
209 691'

Expressed in Siagapore dollars '000s
*Subject to uppreval

*Rastuted

Srurer, v e hak A R AT S M

Contro! of overheads and the recovery of non-performing loans
made a significant contribution to the much higher profit tor
1990, However, despite continued growth in Simgapore’s eco-
nomy, aibeit slower than in 1989, it was a difficult year for
hinance companies ay inereased competition (rom banks resulted
in declining margins, In line with the indusiry, Wayfoong
Morigage And Finance (Singapore) Lid experienced o higher
cost of fands and Jower interest income. Barly in the year the
company 100k advantage of a buoyant property tarket amd strong
demand lor ¢ar loans, but became fess aggressive in property
finanee following signs that the market was vverheating.

Wayfoong Finanee Ltd

O = B E T

Financial highlights 1990 1984

Shara capital and
raserves

Profit attribatable
to chareholdors 223.329 220.835

Dwndendf bauﬁ and
proposed

‘Total assels

512,478 489,148

I e t o dEL LRSS

200,000
12,587,343

220,000

L

11,481,571

A e o adEz

Exprossed in Hong Keng dollars '000s
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Despite intensely competitive market conditions, Wayfoong
Finance L enlarged its deposit base and significamly increased
its morigage and bire purchase businesses in £990, The reisrn on
gesources wits mmaintained and an improved working profit was
achieved, although a substantial tise in overheads and the need to
inergase provisions oi the partfolio reduced the overall result. To
improve the company's capital base. as well as 1o comply with
regulatory requirements, a reduced dividend was paid,

Grensille Transportation Ilokhngs [ ld

|..L,-.~,_ M e rERRAL kAT ATLAGT m e Tasmbeoe CCT . ¥ and 7 DRI Iz

Financiat kighlights 1990 1989

Share capital and
rasenes u87 318

er ot e o e e v o e ez

Proiit mlubutab'c
1o sharcholders

ooz

492, 375

- meam ham o Tmnoa—

1,052,891 370,236

S oaatim rmwaanm T m oL TATan SVeomLom o

Dividends paid and

proposed 1,050,077

e gmie w amea

301,798

o o

1.960.016

b aTRAL WIS e A e ) o e R T

Total pssets 1,711,972

Expmssod in Hoigs Kuag doitirs "000s

i emeatoa .t B DN SRS S

In May 1990 Grenville Transportation, through its subsidiary Font
Hall Lid, sold ity renwining sharcholdings in World Maritime
Ltd and World Shipping and Investuent Company Lid. The
exceptionil guin on the sale of hese investments vesuited in o
sipnificant inerease in the profit for the year and the dividends
piud and proposed. Underlying profits benefited from increased
dividends on the investiment in Cathity Pacific Airways Lid.




‘The Honghang and Shanghsi Banking Report of the Directons
Corporation Limited

The Disectors Dive pleasure 1 subimittusg thesr Reposs wik the Balance Sheet ol the Bank at 31 December
1994 and Greap Accounts Tor the year ended on that date,

Principal Activities

The Banh and ity substdiary and associated companies provide & comprehensive range of domesue and
nternational banking and relsted Bnanaial secvices through a network of more thin 1,300 offives 1n some 48
countries throughont Asta-Pacific, Austradisia, the Middle Fast, Europe and the Amencas, A geographacal
anady sis of group assets is set ot on page 36, A further analysis of categories of assets bneluding advances)
1s el aul oo pare 37,

Profi
The consolidated profit of the Bank and its subsidiary and associiated companie s 15 shownon page 41, together
with particulars of the appropriations therelrom which have been made or which are recommended.

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

{a) a capitalisution issue of 38LOI2R17 shares of 32,50 each was made by the capitalisption of
RS LA54,032,042.50 from the Reserves of the Bank; and

(hy 40465001 shares of Hr$L50 cach were issued at par in hieu of the final dividend for 1959 and
26,071,969 shares of nr$2.50 each were dssuev at paran Jien of the first internn dividend for 1990 to
sharehatders who had eteaed (0 reeeive new sheres snstead of cash dividends. ‘The average market price
per share used 1o calenliue shareholders' entidements 10 new shares in fieon of the cash dividends was
13620 and unSS5.18 respectively,

Scheme of Arrangement

On 26 February 1991 a meeting, of sharchokters convened by the direction of the Supreme Court of Hong
Kong approved a Scheme of Arrangement punsuant 1o seetion 166 of the Compames Ordinance ol Hong
Kong under which it i proposed that HSBC Holdings ple will become the group holding company and ihe
Baak will hecame a wholly owned subsidiary of HEBC Holdings.

The Scheme remigs conditional on it being sapctioned (with or withowt modilicaiiont by the Suprenie
Cours of Hong Kong and an office copy of the Court Order being delivered to the Registrar of Companies
in Hong Keng lor registration,

Subeet to those two conditions being fullilled and to the Boards of Directors of the Bank and HSBC
Holdings bemng satisfied with regard to the hstings of HSBC Thadings shares in Hong Kong and Lomdon and
obtaining all authorisations, exemptions, heences  srders, geanfs, recognitions, confirmations, consents,
clearances, permissions, and approvals as they deert 1o be rocessary or desirable for or in respect of the
Scheme, it is expected that the Scheme will becomne effective on 2 April 1991,

Directors
The names of the Dircctors serving af the date of this Report are set out on page 2.

During the year D P H Liao was appointed 4 Direetor and 1 G Jaques amd R R Frederich retired. Since
the year-eod J A Browts has retired.

ITaving been appes wed since the ast Annual Generad Meetng, D P H Liao will sztire at the forthcoming
Annuval General Meetng and, being eligible, offers hims i for re-election. 3 M Gray, € D Mackay and J )
Swaine will retire by rolation al the Annual General Meeting and, being cligible, offer themselves Tor

¥ g and, & chg
re-clection.

None of the Directors s 0 service centract with the Bank winch ix not determinable withsn one yeur
without payment of compensation,

Bosmont Enterprises Ing, i which Gumly interests associated with 11 Sohiaen are substantial shareholders,
exereised aptions during the year, under saje ad paach e agreements entered into in [958, to acguire the
20 per centinlerests of Fort Hall Limited ta wholly owned subsidiary of the Banky in World Maritime [ imited
and World Shipping and Investment Company Limited,
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Directors' Interests
Al 31 December 1990 Birectors and their assocates had the followsng benelicial interests m the shares of
the Banhk

J R H Bond 01,239 C W Newion X,09]
D I Connolly 641,5% W Purvey §14,38K
I* R Frame 86,137 N M S Rich 14,520
J M Gray 58,380 H Sohmen 1,671,563
N R Knox 30,250 J E Strickland 78270
HC Lee 60,140 J J Swaine 951
K$§Li 2,038,505 JCCTang 39,930
DT H Liao 61,505 G A Thompson 104,610
Sir Kit MeMalun 6,050 P J Wrangham 140,372

H € Lee also had a benefiefal interesi in 13,500 ordinary shares of 1iang Seng Bank Limited.

As Directors of Mariiie Midland Bank. N.A., J R H Bond, J M Gray, N R Knox, W Purves and G A
Thorapson each kad a benefivial interest in 10 shares of common stock of that Company.

Finance Review Committee

A Finarre Review Committee, comprising 1wo non-gxcewtive Directors of the Bank and the Executive
Dircetor and Adviser 1o the Board, meets regularly with the group's senior financial. imernal audit and
compliance management and the joint external auditors to consider the nature and scope of audit reviews and
the effectiveness of the syswems of mternal control and complianee, The current members of the Finance
Review Conimitiee nve D E Connolly (Chaimman), C W Newton and F R Frame,

Donations
Donations made by the Bank and its subsidiary companies during the year amounted 10 HK$25,232,000.

Substantinl Interests in Share Capital
To the best of the knowledge of the Directors, no person has a beneficial interest in more than one per cent
of the issued share capital of the Bank,

Audifors
The accounts have been audited by KPMG Peat Marwick and Price Waterhouse, who are eligible for
reappointment.

On behalf of the Boar§ *"” A
W Purves, Chairman ™ I
Hong Koeng, 12 March 1991
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‘The HonghkongBank Group

Finuncial Summary

Profit

For 1990 profit aitributable to share-
holders, after taxation and wransfers (o
inner reserves, was $K$3,090 million,
a decrease of 35.1% compared 1o
1989, This compares with an increase
of TLO% for 1989 over 1988, In-
creases in profit were achicved hy
HongkongBank, Hang Seng and
Grenvitle Transponation in Hong
Kong, by other hongkongBank arcas
in Asia, by The British Bank of the
Middle East, and by Hongkong Bank
of Canada. Against these increases
losses were incurred by Marine
Midland Bank, HongkongBank of
Australia, the James Capel Group and
by HongkongBunk in the United
Kingdom,
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Fifteen-year comparisor (HK$m) |
Al year-end 1976 1977 1978 1979 1980 1981 19
Share capital 954 1,050 1,155 1,732 2,786 3,899 5.2
Sharcholders® funds 2273 2,486 2877 3,709 10,326 14,147 £5,6¢
Capital resources 2,469 2,790 3,248 4,178 12,984 19,164 22.7.
Assets 55,013 68,319 84,054 108,454 237,787 296923 3694«
For the year
Profit atinbutable 1o the
sharcholders of the Bank 514 614 829 1,111 1,531 2,116 2.3
Dividends 229 373 370 513 734 996 1,1,
Earnings per share fedjusted) nk$  0.08 0.10 0.14 20 0,28 0.37 0.
Dividends per share (adjusted) uk$ 0,04 0.05 0.07 0.10 0,14 0.18 0.




Assets, deposits and adyances

HESY
ARL Y
The rauo of wdvances 10 deposits at A
31 December 1994 was §4.8%, com- iy 1
pared with 36.1% at the end of 1989, ) N -
Advances fo customers and other 90
aczounts totalled 1x$57(1,549 million 240 4 .._.,:
(1989: (KSSI8 ST exithen) and re- 2 ! g
presented 49.53% (/989: 51.9%) of 0 § i
total asseis. 650 ]
. N 23]
Total assets increased by 11.6% in — ) 15 Y
1990, compared to 17.45% in 1989, £ ] (]
whilst advances 1o customers and 150 ." £ : :
" g Rt Pt Lica] . -
other accounts increased by 6.0%, o~ i T T T
compared to (7.8%, 00 . 1 : | i Y
Current, deposit and other accounts 20 ) VL id g !
; 2 . t] 1 i
increased by 12.5% comparcd 10 ') —E g K e H
16.4% n 1989, TGO e Wik B
| 5 T Mrel W R B M 1
| 9 | i L]
| ‘@ B2 B3 B4 ‘85 83 A7 P& B3 90
! Advances to ¥ Current, H Assels
: customers und deposis and
i other iecourts other nccuuaty
Compournd rate of
growth (6}
1983 1984 1985 198G 1987 1988 1989 1990 1976-90
720 7,150 7,863 D438 11,818 13,102 14,540 16,161 22,4
586 20,803 21,882 20,51} 33,299 35,930 52,669 53,502 25.3
798 31,524 41,218 51,483 54,692 59,927 79,062 79,847 28.2
384 466,705 537,452 T07,103 823,653 883,711 1,037,774 1,158,256 24,3
192 2,591 2,719 3,056 3,593 4,300 4,774 3,096 13.7
158 1310 1,447 1,348 1,795 2,094 2,440 2,518 18.7
44 (.40 (.48 .54 0.60 0.68 0.5 0.48 13.8
22 0.23 (.26 0,27 0.20 0.33 (.38 0,39 16.6




Assels: geographical distribytion texciuding Hong

Kang Guvernment ceruficates of indebtedness)

The distribution of assets was as

fullows:

1990 1989
Asia-Pacific 50.8% 48,247
Americas 26.3% 2090
Middle Eaw 2. 7% 384
Eurupe 20,2% IR

The proporten of assets wn the
Axia-Pacific region grew dirring 1990,
primarily due to increases w assets in
Hong Kong of 23.8% in Hongkong-
Bank aad 22.1¢¢ in Hang Seng. The
preportion of assets in Burope also
grew as aresultof a 36.9% increase in
the asseis of HongkoagBank in the
United Kingdom. Despite & 61.8%
increase in the assets ol Hongkong
Bank of Canada, the proportion of
assets in the Americas fell, with the
assets of Marine Midland Baok de-
ereasing by 26.145, The proportion of
assewy n the Middle East also fell,
Advances are classilied by the
lending branch or subsidiary, whichis
not neeessarily the same as the
country of the horrower.

BB Furope

i ‘88

M Moddle

H

80 00
ST AmepGes I Asis-
ractfie

Curremt, deposit and other
accounts: geographical distribution

The geographical  distribution of
current, deposit and other accounts
was as follows:

1990 1989
Asia-Pacific 51.7% 3014
Amerieas 23.2% 28.4%
Middle East 3.2% 4.7%
Europe 21.9% 17.8%¢

The distaibution closely follows
that for assets,

Deposits are classified by the
branch or subsidiary holding the de-
posit, which 35 not necessarily the
same as the country of the depositor,
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Assets 1990 texcluding Hong Kong
Gavernment cerisficiites of indebtedness)

oL v remETT war wama- -
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Coshand short geon fonds R

Placings with banky matunng
between nne and taely e mouths
Trade talls und cemilicates
of depost 0%
nvestments. 35.6%
Qiher aevonms 64%
Fixed assets 34%
Addvances 4405
€ emnercsal, andustrial

vl anteratrondl rode 0%
Inifisacluals 6 9%,
Finangpal istitutnns 274G
Propery 136%
Stuppuig 3%
Other 6.5%

Current, deposit and othier accounts 1990
(excluding inner reserves)

(urtent aecounts 6.5%
Savingy tucounts 16.74%
Deponil ineounts 57.3%:
Ieposis frombanks ——  HAW
Other acoinls B
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Capital resonrces

Bin g

e e = o A e e o e o e e e e
The CGhoup’s capital resources in- B e e e e 2, e
vreased by Hk$785 mullion in 1990, !

Buanks incarporated i Hong Kong
are required 16 mamtain capital ade-
quacy ranos  based on  standards
agreed n Basle by bank supervisory
authorities of the Group of Ten
countries. The standards divide capital
into core (Tier 1) capital and supple-
mentary capital and set minimum
percentages (447 for Tier [and 8% for
total capital) for the ratio of capital 1o
rish-weighted assets,

Group risk-weighted assets were
nk$719.2 billion at the end of 1990
and tt2 Tier I ratio was 0.47%. The
Gronp's 1tal ratio is aot published
but it was well in excess of the

minimum.
B ar 88 i€ 5
S Cther foan capitat {7 Minerity interesis
MY Undoted losn capatal W Shareholders' fonds

Sarnings and dividends per share {adjusted

HLE

, for the capitalisation issue in 1990) 10
Eamings per share for 1990 mnounted gx

1o 48.14 cents compared 10 1495 ot

cents for 1989, This is a decreuse of

35.8%,
l.]_’?_\')

Dividends per share for 1490 : %
amounted to 39,00 cents cempared 10 Q&R ' 1
38.18 cents for 1989, This Is an .
increase of 2,39 The dividend for (58

1990 represented 81,3% of published
camings, compared with SLI% in
1989,
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Group cost 3 income satio

The Group®s operating costs, divided
into personnel and other costs, are
shown as percentages of total net
mcomie {TComprising nel interest in-
come, other operting income and
income [rom investments?,

WA Peronned S5l Other

Group net interest income

In 1990 Group net interest income
grew by 15.6% compared 10 1989 and
was 23.0% of gross interest income, 1
similar percentage to 1989,

Interest expense grew by 17.2%
whilst interest income grew Iy
16.8%, resulting in a stable net
interest  margin.  Interest  income
includes interest on investments.

M Interest K5 et lnterest
expense MEORY:
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Gronp stafl numbers

fas at 31 Decembery ) . o WBO 0T LORK 19RY 1990
The llon;,k:mg and Mum;,h i Bankm;,
Lorporation Limited 22087 23367 B3M3 4200 25242
Murige Mland Sank iameg ;en amr s aaw
Hang Seng Bk I .. S L L L 622 6617
lhc “”5‘?3', jfﬁﬂk uf lllgrb_it!g}g L ast 2 i’i(lm““_ 3,159 ..,()‘}}_km_ﬁ__};_(\)ﬂ__ l,lr!é
ftonghong Bank of Canada o, 1512 1,446 45 LIRS 3,200
HonpkongBank of Austratia . Ao 388 364 64 4715
“urdlu’ (-N“l!l e 1222 1392 1516 1,344 L Ad6s
Jumes Capal Growp, 1,327 1940 2,303 2,173 2,226
CM&M Group e 3T 400 40 362 324
lnsurance Groop o 013 646 699, 812 1,006
Others ST . .. -1 ¢ A 204 Wil 381
Tota) 49,677 51,950 32414 53,375 54,408

* Flus s reflecs the o quusinan of Lindds Bah Comade
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The idngrong and Shapghai Bunking Consolidated Profit and Loss Account
Carparatwn Limited for the Year Ended 31 December 1990
989 . 1990 19% 1990
nESm Note 1R$M Lm sdm
Peofit of the Bank and its
8057 subsidiary companies 3 3,652 25 459
Shore of profils luss losses ,
423 ol associnted compinics 302 20 39
5,480 3961 265 508
¢706)  Profit stiributable to minority interests (865) (58) (if; T
Profit smiribotable to the sharcholders {
4,774  of the Bank 4 3,096 207 L 397
(2440)  Dividends /3 s (2,518) (168) (323
2,334 Retained profit for the year 17 578 39 M
HK cenis X IIK gents G pence us (“E:q!s
74.95  Eoraings per share 6 45.14 J.22 ) 6.17
3818 Dividends per share 5 - 39,00 2,61 500

41
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The Hongkeng nnd Shanghat Baoking Consotidated Balance Sheet
Corporation Limited \ ut 3 December 1990
1989 1990 1990 1990
_HKAm Note HKSmM L us§m
ASSETS
265,046 *ash and short-term funds 7 289,868 19,303 37,163
Placings with banks maturing \
79967  between one and twelve months 116,233 7,765 14,902
35,966  Trade bills and cenificates of deposit 43,773 2,924 5.6/2
Hong Kong Govermmnent cenificnies
31,204 of mdcblf'd:.css & 34,704 2,318 4.4{9
49,093 lnvcﬁtments ‘;" 9 62,680 4,187 8,030
Ad\'uncc:. to’ customurs and-othar ‘
538,147 ucmk\nls 4. 10 570,549 35,113 73,146
998,423 1,117,807 670 143,308
2,41 Investments in associated companies I2 2,029 136 260
37,210 Premises and equipment 13 38,420 2,564 4,926
1037774 . 1,158,256 4 77,372 148,494
— . A —— =L"'"'_-"_' e it
LIABILITIES
¥eng Kong currency notes in
31,264 circulation 8 34,764 2,322 JH57
025,520  Current, deposit and other accounts 14 1,041,964 69,004 133584
Lo28  Dividend payable 3 1,681 112 216
958,712 -~ 1,078,409 72.038 138,257
CARITAL RESOURCES
20,690 Loan capiial and preference shares Is 20,027 1,338 2,568
5,703 Minority interests : 6,318 422 810
e , ,
,; m iqul Shure capial 16 16,161 1,080 2,072
E 38, mj Rescrves 17 37,341 249 4,787
5-.(7(19 Shaceholdery” funds 53,502 J.574 6859
. ooz « 79,847 5,334 10,237
] (H? 774 _ A 1,158,256 77372 148494
— e : 1) P e T vt LT DT e b s sl eyt
(‘ Y 7 N
Directors A S L S TN A s Seoretary
W Purves !i ! :i"; ,,}:f {v\ NN e' - R G Barber
DA Gledhill - ‘," \j WD 12 March 1991
H Sohweny =N }3.‘35“

. V/('f,,»bgjt LA," A C‘AMUW&VM



The Hongkony snd Shanphad Bunking
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ASSETS
Cnsh and short-termt funds

Placings with banks maturing
between one and 1welve months

Trade bills and certificates of depesit

Hong Kong Governntent certificates
of indebledness

Invesiments

Advances 10 cuslomers unid other
acconnls

Amounts due from wbsuhary
companies

tavestments in subsidiary companies
Investments in associated companics
Premises and equipment

LIABILITIES

MHong Kong currency noles in
circulation

Current, deposit and other accounts
Amounts due o subsidiary companies

Dividend payable

CAPITAL RESOURCES
L.ouan capital

Share capital

Reserves

Sharcholders' funds

i —
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Balance Sheet
at 31 December 1990

%
;

1990 1990 1990
Note HESm Im vsSul
7 132,791 8870 17,024
65,374 4,367 8,381
26,736 1,786 3428
3 34,704 2,318 4449
9 18,384 1,228 2,357
0~ 226518 15131 29,041
62,404 4108 8,001
- 566,911 37,869 72,681
17 13,394 895 1,717
12 427 29 55
13 19,179 1,281 2,459
599,911 40,074 26,912
8 34,764 2,322 4457
4 476,983 31,863 61,152
21,609 1443 2770
5 1,681 112 216
535,037 35.740 68,595
1S 11,372 760 1,458
10 16,161 t 10801 2,072
17 37,343 L 2.494‘ 4,787
' 53,502 3.574 6,859
64,874 4.334 8317
599,911 40074 70,912
R E Secretary
R (G Barber

12 March 1991
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The Hongkong and Shanghat Banking Notes on the Accounts
Corporation Limited

:

{  Bosis of consolidation

a The consolidated accounts comprise the aceounts of The Hongkong and Shanghai Bunking Corporasion
Limited and wll ts subsidiary companies made up to 31 December, except in the case; of Hongkong Bank
of Canadla, whose accounts are mude up to 31 October annually to comply with loco! feaulations, and the
stockbroking subsidiaey companies in the United Kingdom and tie Channel Islands, whose accounts are
made up 1o the Inst Stock Exchange account day prior 10 31 Decenber, e
The Group's interest in Wardley Swire Holdings Limited (“WSHL’) and its subsidiary companies is siated
in the consolidated balance sheet. st attributable net asset value since the assets of those compuanies
represent mainly their insurmice and retirement funds which refete to Tiabitities under insurance policies
issued by those companics. A summary of the assets and Habilities of the WSHL group is set owt in Note
10a, ‘

b Goodwilt arising on the acquisition of subsidiary companics, being the excess of the cost over (he fair
vitlue of the Group's share of separable net assets uequired, is charged against inner reserves it the year
of acquisition,

¢ The Group’s profit includes the atribwable share of the results of associnted companics based on accounts
made up (o dates not earlier than six months prior (0 31 December. ‘

2 Principat accounting policies

8 lnner reserves
“Fhe Group and the Banh maintain inner reserves in addition 10 published Reserves (Note 17), a5 permitted
by the Companies Ordinance, Transfers (o or from inner reserves are made within guidelines set by the
Board of Directors. Inner reserves are included in the balance sheets in *Current, deposit and other
aeeounts”,

b Donbinl debrs
Provision is made for doubtful debrs as at when they are so considered and in addition smounts have
been set aside as general provisions tor doulnfu) debis. These provisions are deducied from *Advances 1o
customers and other accounts®,

¢ Foregn enrreleres J

1 Asseis and labHities denominated in foreign currencies and the results of overseas branches, subsidi-
ary and associated companies are traslated into Hong Kong dollars at the mies of exchange ruling at
the year-cnd, :

it Exchange differences arising from the retranslation of opening foreign cumrency net invesiments and H
the refated cost of hedging ave accournied for in Reserves,

A Premises and cquipment

i Prenuses are stated at valuation or cost Tess deprecintion calculated to write off the assets over their
estimated usefud Tives ay followss
= Freehald land and land held on leases with more than 50 years 10 expiry is not deprecinted, L
== Land held on leases with 50 years or tess 1o expiry is depreciated over the unexpired terms of the

leases,
- Buitdings and improvements thereto are deprecinted on costat the greater of 2% per annum on the
straight lae basts or over the wnexpired terms of the leases,

it The cost of premises inclndes interest eapitalised during the period of construction,

i1 Equipment, comprising furniture, plant and other equipment, is staed at cost less depreciation cal-
culated on the strasght line basis to weite off the assets over their estimated useful lives, which are
generally between § yeirs and 20 yems,

¢ Investsrenss i subsidinry ond @soviated compuanies

I The Bunk’s investments in subsidiary companies nre stated at sttributable net asset values. Changes
in net assets of subsidiary companies are accounted for as movements in Reserves.

1w Assuciated companies are those eonipanies, not being subsidiary companies, in which the Group owns
20% ar more of the equity capital and is in 2 position 10 exercise significam influence.

Iuvestments in associated companies are stated at cost Jess amounts writien off plus the Group's or
Bunk's attrbainble share of teservas,
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2 Principal accounting policies feominned)

F Investments

i Long-term siraiegic eguity imestments are stated ot cost less provisions where shere has been 2
permaacnt dimioution In value,

i Other Histed eyuity investments are stated at the fower of cost and markel value.

iii Qher unlisted equity investments ire stated at eost less provisions where there has been it permanent
diminution in valoe, -

iv Dated secunties which are intended 10 be held o maturity are stated al cost adjusted for the amor-
tisation of premiums and discoums on purchase over he periods to redemption.

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

vi Invesiments held lor rrading purposes are stated at markel value,

g Deferred taxation '
Deforred taxation is provided on timing differences, using the linbility method, between tht accounting
andd taxation treatment of income and expenditure, except where no Hability (o taxation is expected (o arise
in the foresecable future,

At

h Finance and operating leases

i Assets leased to customers under agreements which transfer substantially all the risks and sewards

associated with ownership, other than legal title, are classified us finance leases, Where the Group is

a lessor under finance leases the ameunts due under the leases are includad in *Advances to custoners

s 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 Jessee under finance leases the Jessed nssets ane capitalised and included in
“Bquipment” and (he corresponding liability 10 the tessor is included in *Cuerrent, deposit and other
accounts’, Finance charges payable are recognised over the periods of the leases based on the interest
rates implicn in the leases,

il All other leases are clnssified as operating leases, Rentals payable and receivable under operniing
Teases are accounted for on the straight line basis over the periods of the leases,

i Renrement benefits

Arrangements For staff retirement benefits vary from country 1o country and are made in accordance with

local regulations and custom, Retirement benefit funds are normally valued at least once every three years,

{’roﬁl:.' are charged with actuarially detenmined contributions which are related to projected retirement

enefits. > '

3 Profit

‘The profit for the year is shown gfier
a Transfers to the credit of inner resenves.,

b Corrent and deferred taxation.

¢ Oircclors' emoluments, The nggregate emoluments of the Directors of the Bank calculated in accordance
with section 161 of the Companies Ordinance amount 1o ukS43 mitlion (1989: uk$43 mullion), consisting
of Tees ur$3 million (7989 ukS3 million) and other emoluments 1KS$40 million (/989 ukSI0 million).
‘Two Directors have waived the fees aecruing to ihem for their services in 1990 and for Tuture years,

TucrwE vcRT -

¢ Auditors’ remuneration amounting to ux$88 million (7989, uk$72 million), of which hk$25 million (1989,
URS1Y million) relates to the Bank.

4  Profit atteibntable to the shareholders af the Bank

Of the profit attributable to the shareholders, nx$7,436 million (1989: S 42/ million) is dealt with in the
accounts of the Bank.
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Notes on the Accounts

The Hengkong and S!mugh‘ai Bunking

Corporation 1.imited (continieds
5 Dividends -
1990 1989 1990 1989
HK cents per share Hik§m HE$m
Interim 13.00 1273 837 812
Second interim ) 26.00 —-— 1,681 ——
Proposed finnl — 2545 e 16028
35.00 38,18 2,518 2,440

Of the interim dividend for 1990, urS$135 million (1989: uk8119 million) was setled by the issue of shares,
Of the finul dividend for 1989, ur$251 million was sentled by the issue of shares in 1990 (7989: 1k$209
wmillion),

The dividends pershare for 1989 have been adjusted for the capitalisation issue made in 1990,

8

6 Harnings per share

Harnings per share is celeuloted by dividing disclosed carnings of 1k$3,096 million (/989: uk84,774 mitlion)
by the weighted average number of shares in issue in 1990 of 6,431 million (1989: 6,369 million).

The weighted average number of shares in issue in 1989 has been adjusted for the capitatisation issue in 1990.

7 Cash and short-term funds

Growp Bank
1990 1989 1990 198Y
HKSm T HREmM BE$IN HKSm
Cash in hand and balances with other banks 35584 32,267 15,154 10,715
Money at call and short notice 236,169 - 225533 111,043 114,244
Treasury bills 18,115 0,240 10,594 1,081
289,868 264,046 132,791 126,640

e

Deposits requircsd by overseas government regulations are included in the ubove figures as follows:

Group Bank
1990 1989 1930 1989
HKSm HKSmM uK$m HKSm
Cash in hand and balances with other banks 5,054 6,323 1,055 1,508
Treasury bills 251 |14 247 107
5,305 0437 1,302 1,615
8 Hong Kong curreacy notes i circulution
1990 1989
BESM usm
Authorised note issue 690 60
Excess note issue 34,704 31,204
34,764 31,264

The authorised note issuc is sccured by tie deposit of investments having a market value of #k$62 mitlion

(1989: ukS62 million), The excess nate issue 15 secured by the deposit of funds in respect of which the Hong &

Kong Government certificates of indebtedness are held. /,
Lo I
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9 Investments
ot

Group

Listed
—1n Hong Kong
-« Quiside Hong Kong

Unlisted

Trading
Long-term

Bant |

Listed

—-In Hong Kong

- Qutside Hong Kong

Unlisted

Trading
Lang-{ srm

Book value * valuaticn
1590 1989 1990 1989
HKSm uKsm HK$m ms$m
2,014 2,689 8,220 B.112
49,787 36,344 47,049 37,730
52,7101 39,033 55,269 45,842
2,979 10,060 9,703 9,966
62,680 49,093 64,972 55,808
26,64’ 19,858 <
36,039 20,235
62,680 49,093
' Book vaine Veluation
1990 1989 199¢ 1989
ukdm HRSm KKSm HKEm
295 61 nd 115
13,497 3.546 13,411 3917
13,792 3,607 13,718 4,032
4,592 4,025 4,427 4,045
18,384 7,632 18,142 8,077
13,685 4,516
4,699 3,16
18,384 7.632

10 Advances 1o customers and other accounts

Included under this heading in the consolidaied balance sthl is ihc Group's 74.5% interest in Wardiey
Swire Holdings Limited and its subsidiary companics. A summary of the assels and liabilities of the

a

WSHL group is as {ollows:

Listed invesiments
Deposits
Other assets

Other net current assels

“Insurance and retirement funds

Ner assets

?

T -]
T TE———

1990 1939
HESM HESm
6,564 7,104
2,284 1,038

897 818
9,745 8,960
.83 108
9,828 4,068
(9,658) (8.8%6)

170 182

Listed investments are held for the benefit of the policyholders and are stated at market vatue. They include
4,663,457 (1989: 8.310,753) shares in the Bank which wprcscm 0.47% (1959 0.69%} of the loml

insurance and refirensent funds,
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Tiwe Hongkong snd Shanghai Banking
Corporation Limited

10 Advanees 1o customers and other accounts feominred)

Nofes on the Accounts

tortintied)

b Included under this heading is equipment leased to customers under finsnce leases and hire purchase
contmicts baving the characteristics of finunce leases:

Finance teases
Hire purchase conlracts

Group Bank
1990 1989 199¢ [949
. HESm SRS HESM Hr$m
16,959 26,783 343 25
5,997 6,039 65 53
22,956 32,822 408 - 78

iy

e

The cost of assets acquired during 1990 for letting (o customers ander finance leases and hire purchase
contracts by the Group amounted to ux$11,154 million (7989: nk$18.263 millioni and by the Bank to

1RSS08 million £/989; nr$30 mitlion),

11 Investments in subsidiary companies

# The principal subsidiary companies of the Bank arc:

%
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The British Bank of the Middle East
Carlingford Tnsurance Company Limited#

Jarlingford Swire Intemational Assurance
Limited* {74.3%)

Carroll McEnlce & McGinley Inc,*

Fort Hall Limitcd*

Gibby Hartley Cooper Limited*
Hang Seng Benk Limiied (61,48%)
HongkongBank London Limited*
HongkongBank ol Ausiralia Limited*
Honghong Bank of Canuda

HSBC Finance (Malaysia) Berhad
James Capel & Co. Limited*
Jamses Capel {Far East) Limited*
Marine Midland Bank, N.A*
Marine Midland Banks, Inc.*
Wardley Limited*

Wayfoong Finance Limited

Wayfoong Mortgage And Finance (Singapore)

Limued
el incfirec ey

' Issued
Country of Principal equuty
incorporation activiry capital
United Kingdom Banking £100m
Hong Kong Insurunce HKS25im
Bermuda Life assurance HKS25m
United States  Primary dealer in o~
us Gove.nment
securities
Hong Kong Investment holding  nxk$200m
United Kingdom  Insurance broking L3m
Hong Kong Banking  1:$4,953m
United Kingdom Banking £40m
Austsalia ~ Banking AS500m
Canada Banking ¢$291m
Malaysia Finance M$22m
United Kingdom Stockbroking £125m
Hong Kong Stockbroking HRSSMn
United States Banking usS185m
United & ses Bank holding -_—
Hong Kong  Merchant banking  ux$770m
Hong Kong Finnce  uk$300m
Singapore Finance s38m

Except where indicated otherwise, the above companies are wholly owned subsidiaries, The principal
countries of operation are the same as (he countries of incorporation except for The British Bank of the
+ Muddle Eust which operates mainly in the Middie Eust and Carlmgford Swire International Assurance

Lunited which opermes in Hong Kong,



H Ivestments iy subsidinry COMPANIES (comsimued)
b The subsidiary compnries listed above have ao foun capital except for the foltowing

The British Bank or the Middle g us$100m
HongkongBagk of Australia Limited ABGOm
Hongkong Bank of Caniadn <$70m
Marine Midlang Buak, N.A., Us$375m
Murine Midland Bauks, Inc, Us$G68dm

-
~

Issued loan capital inclades bogh that held by fellow Group subsidiary companies and that hel by third

parties. Al loan capital held by third partiey is listed in Nyte 15,

——— ——
12 Tnvestments i issucinted cumpauies - Group Bank
1999 1989 199p 1989
. HE$in HREmM f#K$m HKSm
2 Shares listed owsige Hong Kong , 72 544 214 86 .
Unlisted shareg 726~ 462 73 72
Share of reserves 631 635 140 80
A---.-.,...-—--—...._,; " b
2,029 2,141 427 238
e s o , TR
b The Principat associnted companics of ihe Group app: Croup's
' interesy Ixsned
PN Couniry of Principof in equity ity
—_incorporatioy achiviry capial capitaf
The Cyprus Poputur Bani Limited Cyprug Banking 21.6% cLd2m
Hongkong Egyptisn Bank, SAE Egym Banking 4.0 81 7m
1.C.8, Company Limitegw United Kingdom Fintance 20% L34m
The Saad; British Bank Suudi Arabiy Bunking 40.0% SRA00m
World Finance intemations Limited Bermuda Shipping 37.5% UsS58m

*Eocmerdy nierrcstionyg Conmerct Hank pre

The Groups shareholdings in World Maritime | ited and Worlg Shipping and Iny

-~

Limited were disposed of in 199y, i

The principal countrics of operggion are the same ps he countriey pf incorporation
Finance Internationa) Limited which operales world-wige,
(

Gitment Company

except for \Vorl_;.l

Srrime——

which has fssyed ¢£8 miltion, in which the Group has no imerest,

¢ The associned companies Iisted nhove bave po lmm'cnpiml except for The Cyprus Popular Ban

k Limited

;.S_E’remises ind equipm _ Growp — Bank o
Premises Eipmeny Premises Lauippieny
HESm BRSm NKEm HKSm
Cost or valuation January 1999 “\ 36,018 8,840 17,548 4,189
Exchange adjustments . 0 332 i25 280 19
Additions - 1,905 5,148 ’ 434 422
Disposals {501) {438} (82) (95)
31 Becenibep 1996 v 37154 %675 18,180 4,532
Accumulnted depreeiation | e 3,695} — {5319 (l{,-MG) (2‘,_(_[3.2)
Net book valye a1 31 December 1990) 34,050 4,361 | 16,734 2,445
1 9 t . § I *
Total 31 Decembor 1999 \ 38,420 19,179
" : v . n bt |

Net book value at 31 December 1989 32,710 4,500 e 16,370 7 2471
Total 31 December 1030 - 37,210 ' 18.84)

“




‘The Hongkong sitd Shanghai Banking Notes on the Accounts
Corporation Limited teoninued)

13 Premises and equipment (continned)

The niet book value of premises comprises: - Group . Bank
19%0 1989 1990 1989
HK$m 1K 3m HKSI HKSmM
Frecholds 7,310 6,966 5,659 5,260
Leaschiolds 50 years and over unexpired 22962 - 22,309 10,181 10,312
Leaseholds less than 50 years unexpired 3,847 3435 894 798
34,059 32,710 16,734 16,370

[n November 1989, ihe properties of the Group were revalued by independent professionally quatified valuers
at open market value for existing use or, In the case of the few specialised propertics, at depreciated
replacement cost, The surplus of 1k$15,802 million, after deduction of minority interests of nk$2,016 million,
was credited 1o Reserves as at 31 December 1989,

14 Current, deposit and other nccounts

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

Liabilities of the Group amounting to uk$24,816 million (/989: 1k$32,244 million} and of the Bank
amounting 1o tKS12 million (7989: k$4.34 million) included under this heading and under guarantees (Note
21) are secured by the deposit of aysets,

15 Loan capitnl and preference shares

30

Loan cupital consists of undated primary capital notes issued by the Bank, and other loan capital and
preference shares, having an original ierm 1o maturity of five years or more, raiscd by the Bank and the
subsidiary companies Jisted below, or their subsidiaries, for the development and expansion of the Group's

business,
1990 1989
The Bank: : HEEm HE$m
. s31L,200m  Pramary capital subordinated undated floating
rate notes 9,360 5372
¥27,000m  Fixed rate subordinated toans 1998 1,555 1,469
The proceeds have been swapped into sterling
for the full life of the loans, Under the
exchange agreemenls the effeclive interest cost
is based on sterling LIBOR, ‘ “
£30m Floating rate subordinated loan 1998 457 o 383
1,372 . 11,224
Marine Midland Benks, Inc.: . o
vs3176m  Floating rate subordinated notes 2000 1373 7 {375
ve$128m  Floating rate subordinated notes 2009 998 1,172
us3i25m  Fixed rale subordinated capiial notes 1997 978 976
us$i2lm  Floating rate subordinaled capital notes 1996 944 953
usd116m  Floating rate subordinated noles 1994 909 922
U5898m Perprtual preference shares 765 1,547
Us$98m Floating rate subordinated capital notes 1999 764 765
15579 Secured flosting rate noles 1995 616 617
rs366m Sccured foating rate notes 1998 515 515
1s59m Medium term notes 1992 72 72
ts30.4m Loan notes 19912000 3 3
Hongkong Bank of Canadas
¢$40m Floating rate gunranteed notes 2083 268 -
¢839m Floating rate guarsnteed subordinated
debentures 1999 S 266 266
v$15m Fixed rate subordinated debentures 1994 101 e
¢$12m Guaranteed fixed rate noles 1999 84 —
€$5m Fixed rate subordinated debenures 1997 — 36
c$4m Fixed rate subordinated debentures 2004 —_ 27
c$2m Fixed mie subordinated debentures 2003 — 13
c30.3m Fixed rate subordinated debentures 1991 2 2
Collyer Quay Propertics Limited:
$350m Fixed rate guaranteed bonds 199092 i 205
20,027 20,690

s
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16 Stre capital

Aumthorised: '
The authorised share capital of the Hank is 1k$ 182,000 niiliion £1989: k318,000 million} divided inte 7,200
midion ([989; 7,200 million) ordina;y shares of nk32.50 each,

‘ 1990 1989

Issued: HKSm HrEmM
At 1 Jamary - 14,540 13,102
Cupitalisation issue 1,454 1,310
Shares issued in licu of dividends 167 128
At 31 Decembar . 16,161 14,540

17 Reserves

Associared

Group Bank compunies

nk$m HESm HEHm

At 1 January 1990 38,129 38,129 635
Capitalisation issue (1,454) {1,454) —

Decrease in attribulable net assets of ’

subsidiary and associated companics v — {(4,061) —
Transfers from inner reserves 307 — —_
Retained profit for the year 578 4,968 176
Arising on shares issued in lieu of dividends 219 219 —_
Exchange adjustments ' (460} {460} (1)
Other items 22 — {179)
Al 31 December 1990 37,341 37,341 631

‘Ihe Reserves of the Group include a reserve arising on the revaluation of premises of 1k813,293 miilion
{2089 unS 14,323 million). The capitatisation issue was debited to this revaluation vescrve,

The Reserves of the Bank include a revaluation reserve of 1k$9,174 million (1989: wx$13,307 million)
arising from the atiribatable net assets of subsidiary and associated companies and n surplus over cost on
revaluation of preemises of nk$6,379 million (/989 1kS7,593 million), The capitalismion issue was debitod
to the revaluation of premises reserve, '

I8 Taxation

p :

n ‘The Bank and its subsidiary companics in Hong Kong provide for Hong Kony prolits tax at the rate of
16.5% (1989: 16.5%) on the profits for the year assessable in Hong Kong, Gversens branches wnd
subsidiary companies similarly provide for taxation in the countries in which thay operate at the
appropriale raies of taxation ruling in 1990, Deferred taxation is provided for in accordance with the
Group's accounting policy in Note 2g.

b There is no significant deferred taxation liability not provided fon,

¢ The distribution of the reserves of certain subsidiary and associnied companics would give rise to
additionat tax liabilities, No_yrovisinu 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 tlie substantinl number of properties involyed, and having regard (o the fact that they, are
occupicd for the purposes of the Group's business, the likelihood of a material taxation liability arising
is remote and no uscful purpose would be served by attempting to quantify it
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The Hongkong and Shanghai Banking

Notes on the Accounts

Corporation Limited fcuniintied)
19 Capital commitments -
Group Bunk
1990 1989 1990 1989
HESm 1tkEm ukfin HESm
Expenditure countracted for 952 1,406 42 63
Expeaditure authorised by the Directors
but not contracted for 142 - 265 46 61
1,094 1,671 88 124

.
. e

20 Lease commitments

Annual commitments under non-cancellable operating leases:

Group Bank
19%0 1989 1990 1989
Premises HKSm IESm uKdm KKSm
Operating leases which expire: ’ ‘ . ‘
~=4eithin one year 243 181 68 130
. = between one and five years 988 798 kT | 297
~—after five years 469 332 240 - 28
: 1,700 1,511 649 455
Somkmmoorr SERoemno s
Group _ Bank i
1990 1989 1999 1989
Equipment HRSm HKSm weSm  akSm
Operating leases which expire;
~~tithin one year 19 127 64 60
~Between one and five years 40 62 6 32
~—ufter five yoars — 2 —_ 2 o
T3 189 72 92
21 Contingent linbifities
Group Bank
19%¢ 1989 1990 1989
nxk$m HnESm ‘WK$m uxSin
Acceptances 13,843 10,806 8,775 7325
Goarantees and other obligationy 134,530 123.597 119,975 96,549
148,373 134,403 < 128,750 103,874
e ik U S

There are also contingent liabilitics entered into in the ondinary course of business in respect of forward
foreign exchange contracts, financial futures contracts, option contracts and various other off baisnce shect
insteuments. It is not anticipated that any material loss will arise from these contracis,

o
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22 Loans to officers

Particulars of Jouns 10 officers of the Bank disclosed pirsuant to seciion 1618 of the Companies Ordinance:
Maximum uggregafe

Aggregate amount of amount of relevant
relevant loans aumtstanding toans owestanding
at 31 December during the ycar
1990 1989 1990 1989
HKSm HK$m- HKSm HESM
a By the Bank 7} 60 90 67
b By subsidiary companics 4 3 4 3
75 63 o 94 L0
23 Forcign currency amounts ,,/J

"The sterling and United States dollar figures shown in the consatidated profit and foss accoun\t and (he hatunce
sheets arc for information only, They ure converted from Hong Kong dollars at the rates of exchange ruling
at 31 December 1990, which are as follows:

Al

£100 = uk$14.97
vs$1.00 = nksS7.80
. (: ,&w’]
24 Comparative figures ‘ i

Cerin mmpamnvc ugurcvi 101' 98¢ hawc bcm smended 1o confom1 wnh the current year's presentation,

B o o

25 Appraval ¢f accounts ' :
Titese accounts were upproved by the Bnard of Dlrcc:ors on 12 March 1991,

26 Subsequent events . i ;

)
Qn 26 February 1991 8 meeting of '-h.lrd.u!dux of tht. Bank convened by d:rcchor' of the Suprcmc f’z)urt of
Hong Kong appm\ul a Scheme of Ayrangement pursuant to section {66 of the Companies Ordinance of
Hong Kong under which it is proposed ifizt HSBC Hoidmu ple will become the holding cempany of the
Baik, The Supreme Court of | long Kong will hear o petition to sanction the Scheme of Arrangement on 26-
March 1991, I sanctioned, 1t is c.\pccscd t!mt the Seheme will become cffccuvc on 2 Aprii 1991,

,z’



Report of the Auditors to the | -
Members of The Hongkong and Shanghai Banking e
Corporation Limited

TN [

. ~
s .t

N - s
B i .

We have audited thx accounits set out on pa,as$1 10 53 in accardunce with approved Auditng Standards,

In our opinion 1hi¢’ accounts have been- pfopcr!y preparcd in accordance with the provisions of the
Companies Ordinanee applicable to banking companies and, on that basis, give a true and [uit view of the
state of affairs of the Bank and of the Group at 31 December 1990 and \f the profit of the Group for the year
thew ended,

k/pﬂ'fd‘ /éﬂ/ Mw-’/ Py’.q {J\ch rhoavie” /

KPMG Peat™Marwick R
Price Waterhouse ' L
Certified Puplic Acconntanis

Hong Kong, 12 March 1991
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S Holdings ple Report of the Direetors

Present Directors

W Purves, cBy, Dso Chadrntait D P H Liao. {BE
Li Ku-shing, ¢BE Sepury Chuarman ¢ D Mackay

§ M Gray Depniry Chairman Sir Kit McMahon
0 14 Asher £ W Newton, CBE
1R H Bond N M § Rich

B Connedly « +  H Sohmen, OBC
Baraness 1aun, PRE J E Strickland
FR Frame 1 § Swhaing, CBE, QU
D A Gledhill 5 ¢ C Tang, (8L
N R Knox G A Thompson
HC Lee P J Wrangham

‘The Ditegtors have pleasure in subnuting their Report jogether with the Annual Accounts for the year
ended 31 December 1990.

Principnt Activity
The principal actvity of the Comprany is the tezsing af property in Thailand. There has been no significant
change in this activity or development it the business of the Compitay during the year.

Seheme of Arrangement

On 26 February 1991 meeting of shareholders of The longkong and Shanghm Banking Carporation
Limited (‘*HSBC convened by the dircetion of the Supreme Courl of Hong Kong approved & Scheme of
Arrangement pursuint io scetion 166 of the Companies Ordinance of Hong Kong under ahich it is proposed
that the Company will becore the holding company of the HSBC group.

The Scheme remains conditional on it being sanctioned twith or without modificaion) by the Suprems
Cours of Hoag Kong and an oftice Cofy of the Court Order being delivered to the Registrar of Companies
in Hong Kong for registration.

Subjeit te thost 1wo conditions being {ulfilied andd 1o tie Boarids of Directors of the Company and HsBC
being satisfied with regard to the fistings of the Company's shares in Hong Kong and London and obiaining
all guthorisanens, excmpiions, licences, orders  pranis, recognittons, confirmations, consents, clearances,
PETINISSIONS. and approdals 38 they deem 10 be pecessary or desivable for or in respeet of the Scheme, it 8
evpected that the Scheme will becom effective cn 2 April 19L,

Upon the Scheme of Arrangement coming s effect one new Oridinary ghare of 1kS10 of the Company
will be iveucd in exchange for every four shares of 1n$2.50 cach of HSBC resulting in the issue of
1.625.396,824 acw shares.

Results for the Year

“The results for the year are et ot in the profif and loss account on page 57. The nrafit on ordinsry actvities
afer laxation wab £70311 98 Ll (0.$811, No dividends have been patd or are recommended ond the net
profit atnbutable 10 Jharcholders has been eneried 10 TESCTVES.

Fised Assets
Mavements in gangible fixed assers duning the year are el aut n note 6 to the Accounts,

The market value of freehold land and burkdings ot 31 December 1990 4 estimated by the Direcions was
£6,172.60, compared with the value at which & i included in the Batance Sheet on page 58 of £4,210.528.

Directory

\ During the year B H Acier, R H Bond. DE Connolly, Baroness Dum, § R Frame, D A Gledhill, 3 M Gray,
\ N R Knox, H C Lee, K S Ly, D P H Lido, ¢ 1 Mackay, Sic Kit McMahon, € W Hewtan, W Purves, N M
i § Rich, H Sohmen, 3] Swamne, 1€ Tang, G A Thompson and P J Wranghum were appointed DircCtors:
‘ R E'T Bennelt, § G Burmows, ¢ Corr and 1 W [larris were appointed Direetors and resigneds; and K J Bryan.
k ¢ Ch Mowt, G I Schuddeboom and D ¢ Thomas resigued.

i
|

D Machay.d Arickland and J 3 Sw ainc wiil retire by rotation at the Annuat Goversat Mecting and, being
cligible. offer theqselves for re-glection.




HSBC Holdings ple Report of the Directors
frontinned)

None of the Directors has a service contraet with the Company.

At no time during the year was the Company a party 1o asy tunsaction or arrangement in which a Director
of the Company or of its holding company had directly or indirectly & material interest.

Directors' Interests
At 31 December 1990 Directars and members of their immediaie families had the following beneficial
interests in the shares of The Honghong and Shanghai Banking Corporation Limited:

J R H Bond 1,23 C W Newtun 8.091
D E Connolly 041,53) W Purves 114,388
¥ R Frame 86,137 N M 8 Rich 14.520
J M Gray 58,380 H Sohmen 1,671,563
N R Knox 30,250 J B Strickland 78,270
HC Lee 66, 14) 1} Swaine 951
KSLi 2,038,505 J CCTang 39,930
D P H Lo 61,505 G A Thompson 04,610
Sir Kit MeMahon 6,050 P J Wrangham 140,372

H € Lee also had a benefirial interest in 13,500 ordinary shases of Hang Seng Bank Limited.,

As Directors of Marine Midland Bank, N.A., J R If Bond, J M Gray, N R Knox, W Purves and G A
‘Thompson each had a beneficial interest in 10 <hares of common stock of that Company.

At 1 January 1990] I Strickland and members of his immediate family had beneficial interests in 66,68
shares of The Hongkong and Shanghai Banking Corporation Limited. ‘The interests of other Directors who
were appointed during the year were the same at 31 December 1990 as at the date of their appoimment,

Save ity stated above, none of the Directors, or members or their immediate families, had an interest in any
shares ur debentures of group companies at { January (990, or the date of their appointment as Directors if
later, or wt 31 December 1949,

Political and Charitable Donations
Na political or chiritable donations were made during the year.

Insurance of Officers and Ausditors
Dunng the financial year the Company has not porehased or madntained any insurance of officers or auditors
against halalittes in relion 1o the Company,

Anditors
The Accounts have been audited by KIPMG Peat Marwick who will retire st the Annual General Meeting and,
being chigible, offer thent wlves for reappomtment. ~

On behalf of the Ho:m(- e ) R .
W Purves, Chanmuan =7 /1: L
Hong Kong, 12 March 199]
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HSEBC Holdings ple Profit and Loss Acconst
for the Year Ended 31 December 1990

1R9 Nore 1990

£ £

S5, 000 Turnmver 328,329
{201,655 Admunistrative expenses (164,696)
(52,218 Interest pavable (39.363)

R P

o

Profit on grdinary activities

Lo

i 161,233 before taxmion 2 124,270
i
‘ Taxation on profit on onlinary
{S1L,BS2)Y  activities 4 (44,959
Profit on ordinary activities
19381 after tavation 79,311
18,268 Relained profit brought forward 179,125
31470 EHxchange (loss)gam &) {69,689)
179025 Retained profit carried forward 188,747

oot A P Y
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HSBC Hdings ple

Balance Sheet
at 31 December 199

1984 Nnte 90
£ £

FIXED ASSETS

787,529 Tanpable asets 6 4,235,987
CURRENT ASSETS
Deblors:
N Wl Taxation recoverable 4 5,186
4,370 Prepayments and acerued income 7,509
14,492 12,693
Cash at bank wilh ultimaie
42,219 holding company 208,909
106,711 221,605
CREDIUTORS: AMOUNTS FALLING
DUE WITIHIN ONE YEAR
Amount due o ultimate holding
42,567 company J4,519
Amounts due to tellow subsidiary
14,354 undsriakengs 124
Loan due to fellow subsidiary
ALVR Y undertaking 7 253,748
606,534 Aceruals and delerred income 69,729
313,018 370.120
(3062041 Net current liabilitiey (£48,516)
J80,625  Net assets 4,087,471
CAPITAL AND RESERVES
I0LS00 Calted up share capital A 301,500
: Revaluation reserve O 3,597,224
| ITLI25  Profit and Joss account 9 188,747
480,625 N 4,087,47)
S '-:-’ir

Chairnun

W Purves 12 March 1991
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HSHC Holdings ple

1UsY
L

161,233

48,986

R o=

210,219

{87,210
(57,202)

Er) = e

30,227

15,248y

{34,074

00,9035

o —

1 1,6%
26,545
t1ith
26,033

5482

114,642

G058

Source of funds
Profit on ordinawy activitiey
before taxation

Adjustinent for e not involving
the movement ol funds:
Depreciaton

Funds generated lrom operations

Funds from otlier suurees

Procecds from sale of Gxed assets

Exchange adjustments

Application of fundy

Purchase of fived assets

T paid

Increase/tdecrense) In
working capital

iDecreused wn prepavaienty and
acerued income

tIncrease Mdecreese in amoum due to

ultimate boldg company

Pecreasefimerease) v amounts due o

fellow subsidiary undeniahings

becerease m loaa due to fellow
subsidary undentaking

tInerease Wdecrease w aceruals and
deferred mcome

Movement i net Tigqued funds:

Increase 11 ash at bank with ufumae

holding compiny

Statemient of Source and Application of Funds
tor the Year Ended 31 December [9%)

Noge

1994
£

124,270

30,058

e T 3y Sy

154,328

6,22

43,533

= T,

204,088

(45,764)

T T, AR

158,324

(1,861

(3952)

14,230

36,412

(3.195)

116,690

X AR E Lt o TR




HSBC Holdings ple Notes on the Acconnts

[ Principal accounting policies

# Ruasey of preparation
Ihe aeconris are prepared wider the historical cast convention except for the revalnation of land and
buildmgs and in aceordance with the Comipanses Act {85 as amended by the Companies Act 1989, and
with Accounting Standasds rssuedd by the Accounting Standards Board,

[N TORTE R e v ST TR GE SR TTTTOOOS B Somemas s s 1) T o T T i 5 b e i e ¢ eithe 4 b de ty ke o o S o

b Premises and equipmcnt
Presmises and equipmient arve stated ot valuition or cost less depreciation caleulated 1o write off the assets
over thewr estimated useful Tives o u straight line basis at the following annual rates:

Frechold lamd «- Nil

Frechofd buitdings o205

Fixtures and equipment - 204
¢ Foreign currency translurion

Assets and Babilities denominated in forelgn cuarencies and the resulls of the branch in Thailand are
trans lated tnto sterking a the rates roling i the bikinee sheet dite, Exchange differences on tramskanon of
the opening net assets of the branch in Thailand a1 the closing rates of exchange are accounied for in
retained prodi.

& Assers fer under operanng leases
Remal meome from operating leases is recognised on o straight fine basis over the period of the Jedse,

A Seaism e owee oo .= =2 v B TE S TTRRITS R R M T o e L s o w am e

¢ {urnover
Tumover reprosents rentid and related mecome,

2 Profit on ordinary activities belore Isation

The profit on ordmary agtivinies before rxation has been armved a1 afier tereditiag)feharging:

1990 1989

£ £

wents receivable tram land (163,837} (182,760,

Deprecrtion 30,038 48,986

Auditors' remuneration and evpeases 4,2 LEIY
Directors’ remuneration — -

Iterest payable to group undertakings 36,363 52,218

The man source of mcome s rem receivable from the Compinny *s premises m 'Thailand which are rented to
the witimate folding cmnpany.

3 Employees

Excluding Directors the average npmber of persons emploved by the Company was § 17989; <), The
aggregaie payroll costs of these persans were as follews:

1990 1984

£ £

Wages wnd salacies 10,281 Hn063
Soetal seeurity costs L8 ....,?;*’3
16,569 16,350

4 Paxation

Taxation in the profit and foss decount represents tuazeas 1% payabite w respect of the protits of the branch
in Thalland lor the year,

Tanauon in the bafance sheet represcnts overseas 1ax recoverable less overseas ta payable in respeet of the
prodits of the b anch w Thaland,

AL 31 December 1990 there were austanding assesspienty issued by the Thai Revenue Department
amounting 10 L12,817 in respeet of purported underpayments of tax m a prior year. No provision has been
made for this amount as the assessinents are subject to appead sod the Directors consider that no habilities
will atise.




Tavation (continned)

e Tt bogpementy

No provision for deferred taxatten has been made as there are no Hming differences giving rise o a potential

hability.

The Dircetors are of the opinion that HSBC Holdings ple is not hiable to Usited Kingdom tuxation and
accardigly no provision for United Kingdom 1axation has been made.

Exchange adjustmenis

1990 1989
£ L
Freed assety {112,481 806,390
Taxation recoverable (741) 2,288
Other net current Yabilities 43,533 (52,202)
{69,689) 3476
Fixed assets
Tangible assets;

Freehold Fixtures

fand und and
buildings  equipment Toral
3 £ £
Cost at 1 Junuary 1960 1,{195,734 406,806 1,501,740
Exchange adjustment (158,516) (57,288) {215,804)
Dhisposals —_ {14,295) (14,295}
Surplus on revaluation 3,597,224 — 3,597,224
At 31 December 1990 CAS5MA42 334423 4,868,865
Depreciation at 1 January 1990 352,090 362,121 714,211
Exchange adjustment (30,936) {52,387} (103,323)
Charge Tor the year 16,760 13,298 30,058
Written bach on disposals = {8,068) {B.068)
AL 31 December 1990 A0 4,964 632,878

Net book vahue:

At 31 December 1990 4216528 19459 4,235,987
At 31 December 1989 e AABBS 787,529

The gross amounts of assets held for use i operating leases amounted 1o £4,534,442 (1989 £7,095,734) and
the related accumulated depreciation charges amounted to £317.914 (7989 £352,090).

The frechold kand and biildings in Thailand were vatued m November 1989 by an independent professionaily
quabified viduer at an apen market value for existing use of £4,233,288 (converted at the exchange rale ruling
&t 31 December 19901, The surphus on revaluation of £3,597,224 has been credited 1o revaluation reserve at
31 December 1990, Tay on capital gaune in Thailand amounting to £1,259,028 would be payable were the
freehold Jand and butldangs 1w be sold at the above valuatton. Incladed in this category are buildings with a

wost of £437,754.

Loan due to Fellow subsidinry undertaking

The loan is repayable on demand but wall not be demanded within the next 12 months unless there are
sufficient funds available for payment The Company has pledged its [rechold land and buildings as secunity

fer this loan.
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HSBC Holdings ple Notes on the Acoounts
ve iapistnieeds

& Share capitx!

1950 1984
£ i
Authorned, alloned. called up and fully pad:
150,000 ordigary shares of 1p ewh 1,500 1,500
2 00,000 deferred shares of 12.5p each 300000 _3en.npon
301,508 301,

oy e e e g — e AT

9 Profit and loss nccount

"The remitance of the retained profit of the branch 1o Thailand would be subject to deduetion of vrerseis
sathiolding ras. No provision has been made for deferred taxation as the Directors do not anticipate the
tranch i Thadand having 1o remit its retained profit 1w the Head Office in Hong Kong,

10 Holding companies
The Company’s immediate holding company in WTL Limited, which is meorporated in Hong * ong. The
Compeny*s ullimate holding company i ‘The Hongkong and Shanghai Banking Corporation Linuted, which
is incorporatzd in Hong Kong,

11 Comparative fipures
Certain comparative figures have been seclassified o conform 1o the current year's presentaion.

12 Change of name

On 12 December 1990 the nane of the Company was changed from Silom Limited to HSBC Holdings
Limited,

On 24 December 1990 the Company was re-registercd i publie company and its pame changed to HSBC
Holdings ple.

13 Subsequent events

On 26 Febpuary 199! a meeting of Jhareholders of The Honghong and Shanghai Banking Corporation
Lamited convened by direction ol the Supreme Count of Hong, Kong approved a Seheme of Arrangemient
pursuant {u section 166 o the Companies Ordinance of Hong Kong under which it is proposed that the
Company witl become the hokding company of ‘The Honghong and Shanghai Banking Corporation Limited.
The Supreme Court of Hong Kong will hear a petition to sanction the Scheme of Arrangement on 26 March
(991, If sanctioned, 1t is expected that the Scheme will ~acome effechve on 2 April 1991,

It is proposed (hat with effect from the Scheme of Arvangement becoming effective the existing, issued
ordmary and deferred sharey of the Company will be eonsolidaied and converted into 301,500 Non-voling
Deferred Shares of £1 cach and the authortsed share capitl will be increased by the ereation of 2,000,000,000
Ordinary Shares of un$10 each. The authorised share capital w7 then be 18$20,000,000,000 thvided o
2.000.000,000 Ordmary Shares of ikS Y cach and £301,500 divided into 301,500 Non-voting Delerred
Shares of £1 cach.

Upon the Scheme of Arrangement becommg effective 1.625,396,824 shares will be ssued pursuant 1o the
Seheme and the suthosnsed and issucd yoare capital - « the Company will be:

Authornedd:

2.000,000,000 Ordinary Shares of S 10 each HK $20,000,000,000
101,500 Non-votiug Deferred Shares of £1 cach £301,500
fssued and fully paid:

1.625,396,824 Ordinary Shares of ia$10} cach RS E6,253.068,240
301,500 Non-veting Deferred Shares of £1 cach £301,500

14 Approval of accounts

These aeconnts were approved by the Board of Directors on 12 March 1991,
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Ceographical Distribution
of Principal Offices
tas ar 12 Marcli 1991

Australiat ¢ P75, HEBA S, JC S W 4
Bahamas: BRME 1.1 4,108 1, HSBe 1
Batrain: sasy 2 psnc g

Brazil: nsse 1
Brunei Darussakam: psge v
Canada: SIKBC 115,502, W 3 WKL
Cayman Islands: UKL 3
Channel Istands: UKHL 43¢ 1, Ve 1.
Chile: ¢ais 2 nise2
China, People’s Repubdic of: 1S.2, HSBC 8, w1,
Cyprus: COIS-1, Crut-120, W ),
Keypt: #xen-2

France: Jota,
Germany: HSRC 1,00 1

ribraltar: fEHL 2,

JHRIN 1HSRC )

)

wee

Hong Kong: CGIS 4, OM&M 5, LRI 3, HS
HSBC25/)C1L, W

India: sBMp-{, nspe-21

Indonesia: nSBe 3, w1

Jupan: CMEM 1, HSBOA, JC T, W 2
Jurdan: M-S

Kenya: b I,

Eorea, Republic of: 1iSBC 2,30 1 MAA |
Lebanon: npng 3,

Luxembourg: w-2

Fhe anternationa! netsurk of the HonghengBart gioup iomprises mare than 13k offices world widy

Bui;'s[”l L‘ﬁ-r:'lul n?:sl] u‘a}ﬂ (;t ihe Ai:duh?lw:??{-l: B (‘;1;l]nng‘mi‘:_tn:i (it Insurance Groups, UM&M
The Crpries Popudar Bank, 1 - - L gquater Holdings, HEBA -
Henghony kgvprin Bk, NKHL < TIKBEG Foidgs L inted, 1S

ori
“anaula, KLY

Muacau: CGIS 1, HSBC 4
Malaysin: HKHL 1 AS8C % JU 1 W )
Mauritius: usie 16
Netherlands: it

New Zealand: HSBC 3w
Oman, BEME,

Pakistan: nsne-2
Panams: nspe.2
Philippines: usne.2, 101
Qatar: BBME-2,

Saudi Arabin: Saups

Singapore: CGIS-1 CM&M-1, HKNL.2, HSGC 11,
JO-1 MAA 1WA

Spain: jc 1,

Sri Lanka; pspe

Sweden: HSBC-L

Switzerland: BME-1, It

Taiwan: HSBC 2, 5C.1, W1,

Thaitand: 13580 1, 201, MAA 1, W1,
United Arab Emirates: BBME 8, CGIS-1.

United Kingdom: BBME-1, CGIS 1, CM&M 1,
CPR 5, E.2, HKNL-2, 1ISBC-3,
IO, SABE-J, W-3,

United States of Amiericn: CM&M-10, 1.5,
HSBCAR, IC:,
MMB-319, W 2,

HS-3,

Vannato: W

Zuambin: B

rammeas S I mET o Wer L b e e or cma Rz et

ﬁ';\iééki;iil\)llp.
-« Hongkong Bk bf
Hang Seay; Bank, 1ISBC - The

- HonghongBank of Australia, 1k B

lfongkong and Shanghat Banking Corporation Limiied, JC - James Capel, MAA < - MidAval Asia, MMB o Marsme Madland

Buh, S‘{SJ_HI ke dandt Binnsh Bari,

T et

Asva tareil onipnies are shiwn in thar.a s

W - Wardley

D TP

B N L b




Report of the Auditors, KPMG Peat Marwick,
to the Members of HSBC Holdings ple

We heye audited the accounts set ot on pages 57 1o 62 in wecordance with Auditing Standards.

In our opinion, the nccounts give a true and fair view of the state of the Company's tffairs at 3| December
1990 and of its profit andl source and application of funds for the year ended on ihm date and have been
properly prepared in accordance wath the Companies Act 1985.

WMt Pewt Wi At
KPMG Peal Marwick
12 March 1991
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The Hongkong und Shanghal Banking
Corporation Limited
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tong Kong
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