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[bookmark: _Toc218979632]Executive Summary

This financial analysis considers the comprehensive performance of HSBC UK Bank plc for fiscal year 2023 and fiscal year 2024, while also conducting an investment appraisal for the expansion strategies of Westward Plc. The study is divided into two segments that utilize stringent quantitative methodologies and theoretical frameworks to present evidence-based findings.
Part A presents a fundamental analysis of HSBC UK Bank plc, the ring-fenced retail and commercial banking subsidiary of HSBC Holdings plc, through five key dimensions: profitability, liquidity, efficiency, capital adequacy, and investor metrics. The mixed landscape is indicated by the decline in Return on Equity from 21.8% in 2023 to 16.5% in 2024, primarily because one-time gains from the acquisition of Silicon Valley Bank UK did not recur. However, capital positions remain strong, with a Common Equity Tier 1 ratio of 13.6% and a Liquidity Coverage Ratio of 190%, both well above the regulatory requirements. The Cost-to-Income ratio worsened from 34.3% to 40.3%, reflecting strategic investments in technology and regulatory compliance. Macroeconomic factors, such as high interest rates, have supported the expansion of the Net Interest Margin to 2.56%, while competitive pressures and imperatives for digital transformation feature among the key drivers shaping the performance outcomes. Strategic recommendations are focused on enhancing operational efficiency and optimizing the balance sheet within an increasingly robust regulatory framework.
Part B applies investment appraisal techniques in evaluating three Westward Plc capital allocation options, namely retail expansion, development of internet sales, and diversification into production. Through an analysis with NPV and IRR at a 6% discount rate, the financial activity superior option should be Option B (Internet Sales Development), returning an NPV of £792,245 and yielding an approximate IRR of 32.45%. Recommendation in balanced financing structure combines retained earnings with debt and equity for optimal efficiency of available capital besides retaining financial flexibility to facilitate sustainable growth.


[bookmark: _Toc218979633]PART: A 
1. [bookmark: _Toc218979634]Introduction
This study constitutes Part 1 of a broader analysis examining the financial performance and position of HSBC UK Bank plc. The primary objective is to evaluate the bank’s recent financial outcomes, financial stability, and operational resilience within the UK banking sector. Part 1 focuses exclusively on the examination of published financial statements and key financial metrics, providing a quantitative foundation for assessing profitability, liquidity, operational efficiency, and capital adequacy. This evidence-based analysis establishes a factual platform for subsequent strategic discussion and evaluative insights (HSBC UK Bank plc, 2024).
HSBC UK Bank plc operates as a ring-fenced retail and commercial banking entity and is wholly owned by HSBC Holdings plc, a company listed on the FTSE 100 Index. The bank functions within a highly regulated environment overseen by UK prudential and conduct authorities and serves a broad customer base across retail banking, wealth management, and commercial banking services. As part of the wider HSBC Group, HSBC UK Bank plc benefits from global connectivity, diversified income streams, and extensive international trade finance capabilities, while remaining compliant with domestic ring-fencing requirements and capital regulation standards (HSBC UK Bank plc, 2023).
The selection of HSBC UK Bank plc for this analysis is justified by its substantial size, systemic importance, and influential role within the UK financial system. Its large balance sheet, international exposure, and involvement in facilitating cross-border financial activities make it a relevant case study for evaluating the performance and risk management of large, complex banking institutions. In addition, recent strategic developments, notably the acquisition of Silicon Valley Bank UK, further enhance the bank’s suitability for examining issues related to risk governance, earnings sustainability, and capital strength in a volatile macroeconomic environment (HSBC UK Bank plc, 2024).
The financial years 2023 and 2024 have been selected to capture the bank’s performance during a period marked by elevated interest rates, persistent inflationary pressures, and post-acquisition integration challenges. Accordingly, Part 1 provides an overview of the bank’s financial statements, followed by ratio analysis and interpretative commentary, ensuring analytical clarity, consistency, and adherence to academic standards.

2. [bookmark: _Toc218979635]Company Background & Industry Context
HSBC UK Bank plc is a ring-fenced retail and commercial bank and a wholly owned subsidiary of HSBC Holdings plc. Its business model is built around a universal banking proposition delivered through three core operating segments: Wealth and Personal Banking (WPB), Commercial Banking (CMB), and Global Banking and Markets (GBM). WPB focuses on retail banking, savings, mortgages, payments, and wealth management for mass, affluent, and private banking customers, while CMB provides lending, trade finance, cash management, and international banking solutions to SMEs and large corporates. GBM activity within the UK is more limited due to ring-fencing regulations and is primarily focused on transaction banking, foreign exchange, and risk-management solutions, with broader capital markets access enabled through the wider HSBC Group network 
HSBC UK operates within the UK banking and financial services industry, a mature and highly regulated sector characterised by high capital requirements, intense competition, and strong oversight from the Prudential Regulation Authority (PRA) and the Financial Conduct Authority (FCA). The industry plays a central role in credit creation, payments infrastructure, and financial intermediation, while also acting as a key transmission channel for monetary policy set by the Bank of England (BoE). In recent years, the sector has faced heightened regulatory scrutiny following the Global Financial Crisis, with ring-fencing, stress testing, and conduct regulation shaping banks’ operating models (Bank of England, 2024).
Several structural and cyclical trends are influencing HSBC UK’s performance. First, the interest rate environment has materially affected profitability. Higher policy rates during 2023–2024 supported net interest margins, although increasing competition for deposits and mortgage repricing pressures have partially offset these benefits (HSBC UK Bank plc, 2024). Second, digital transformation remains a critical driver, with customers increasingly demanding seamless mobile-first services, while banks face rising technology and operational resilience costs (Deloitte, 2023). Third, sustainability and ESG considerations are reshaping lending and investment decisions, with growing emphasis on green finance, climate risk management, and transition financing (PwC, 2023).
The competitive environment is intense. HSBC UK competes with large domestic incumbents such as Lloyds Banking Group, Barclays, NatWest Group, and Santander UK, as well as with challenger banks and fintech firms that offer agile, low-cost digital propositions. While fintechs exert pressure on fees and customer experience, HSBC UK’s scale, diversified revenue base, strong capital position, and access to the HSBC Group’s global network provide important competitive advantages, particularly for internationally active corporates and affluent customers (Financial Times, 2024).
[bookmark: _Toc218979636]3. FINANCIAL PERFORMANCE ANALYSIS USING RATIOS
The examination of financial performance through ratios is a key technique employed to assess an organization’s financial health, efficiency, and profitability based on its published financial statements. Ratio analysis allows stakeholders to decipher intricate accounting data by transforming it into significant indications that facilitate comparisons across time, within organisations, and against industry benchmarks. In the banking business, profitability ratios are crucial since they evaluate the efficiency with which a bank employs its assets, equity, and primary lending operations to produce sustainable profits. Thus, ratio analysis offers a systematic and impartial framework for evaluating managerial success, financial stability, and overall business efficacy.
[bookmark: _Toc218979637]3.1 Profitability Ratios of HSBC UK Bank Plc [F.Y. 2023 & 2024]

	RATIO
	RESULT [F.Y. 2023]
	RESULT [F.Y. 2024]
	Change
[Percentage Points]

	Return on Equity
	21.8%
	16.5%
	-5.3

	Return on Assets
	1.56%
	1.23%
	-0.33

	Net Interest Margin
	2.43%
	2.56%
	+0.13%

	Cost to Income Ratios
	34.3%
	40.3%
	+6.0




Critical Evaluation:
HSBC UK presents a mixed profitability picture. ROE decreased from 21.8% in 2023 to 16.5% in 2024, mainly as a result of the non-reoccurrence of the one-off acquisition benefit related to Silicon Valley Bank UK; still ROE remains well above the average range of 10–15% for the UK sector.ROA decreased from 1.56% to 1.23%; operationally ROA is at its efficient level of 1.0%. NIM increased from 2.43% to 2.56% due to active structural hedge repricing. The cost-to-income ratio worsened from 34.3% to 40.3% due to spends on technology investments and regulatory compliance. These measures are vulnerable to changes in recurring/one-time items, distortions resulting from regulatory asset mixes, and their inability to discern between strategic and wasted spending, or to assess risk-adjusted profits.
[bookmark: _Toc218979638]3.2 Liquidity Ratio Analysis [F.Y. 2023 & 2024]

	RATIO
	RESULT [F.Y. 2023]
	RESULT [F.Y. 2024]
	Change
[Percentage Points]

	Liquidity Coverage Ratio
	201%
	190%
	-11 pp

	Loan to Deposit Ratios
	79.0%
	77.6%
	-1.4 pp



Critical Evaluation:
HSBC UK reveals strong liquidity management with a Liquidity Coverage Ratio of 201% in 2023 and 190% in 2024, significantly above the minimum Basel III requirement of 100%. The slight decrease is viewed as optimization rather than impairment, implying a balance between regulatory requirements and profitability, since high-quality liquid assets yield lower returns than lending. The Loan-to-Deposit Ratios of 79.0% in 2023 and 77.6% in 2024 suggest conservative funding structures, where lending is predominantly funded through stable retail deposits rather than through volatile wholesale markets. Deposit growth higher than loan growth implies improved funding stability and a low vulnerability to liquidity shocks. All these indicators are proof of prudent balance sheet management that favors stability over aggressive credit growth.

[bookmark: _Toc218979639]3.3 Efficiency and Asset Quality Ratios [F.Y. 2023 & 2024]

	RATIO
	RESULT 
[F.Y. 2023]
	RESULT 
[F.Y. 2024]
	Change
[Percentage Points]

	Asset Utilisation Ratio
	3.25%
	2.93%
	-0.32 pp

	Credit Loss Ratio
	0.20%
	0.15%
	-0.05 pp




Critical Evaluation:
The Asset Utilisation Ratio decreased from 3.25% to 2.93%, underlining that balance sheet growth exceeded income growth. This movement partly related to increased low-yielding liquid assets post-SVB UK acquisition and also to regulatory liquidity demands. While this is concerning, it largely relates to prudent risk management rather than operational inefficiency. The Credit Loss Ratio improved significantly to 0.15%, significantly above sector averages of 0.30-0.60%, reflecting strong credit risk management and benign economic conditions. However, being a backward-looking measure, it might not capture emerging credit stress. Cumulatively, these measures indicate that stability and asset quality are more key at HSBC UK than aggressive income generation. However, the continued decline in asset utilisation deserves management attention to optimize the earning asset mix within the regulatory framework.

[bookmark: _Toc218979640]3.4 Gearing & Capital Adequacy Ratios [F.Y. 2023 & 2024]

	RATIO
	RESULT
[F.Y. 2023]
	RESULT
[F.Y. 2024]
	Change
[Percentage Points]

	Common Equity Tier 1 (CET1) Ratio
	14.0%
	13.6%
	-0.4 pp

	Total Capital Adequacy Ratio (CAR)
	19.5%
	18.6%
	-0.9 pp

	Leverage Ratio
	6.1%
	5.8%
	-0.3 pp



Critical Evaluation:
HSBC UK reflects strong capital adequacy as evidenced by the CET1 ratios of 14.0% in 2023 and 13.6% in 2024, well above regulatory minima of 11-12%. The decrease of 40 bps is thus seen as a function of strategic capital management rather than any manifestation of financial duress; influences include a balance sheet expansion, substantial dividend distributions-an 80.7% payout in 2024-and controlled optimization of capital. Strong loss-absorption capacity across all major capital tiers is reflected in total CARs of 19.5% and 18.6%. Significantly, the 6.1% and 5.8% leverage ratios in 2023 and 2024, respectively, are twice the minimum under Basel III of 3%, and hence indicative of capital strength irrespective of calculations on risk-weighted assets, mitigating model risk concerns. The uniform decline across metrics reflects a deliberate management strategy that balances regulatory compliance, business expansion, and shareholder returns, situating HSBC UK well above regulatory thresholds with substantial buffers for adverse scenarios.

[bookmark: _Toc218979641]3.5 Investor/Market Ratios [F.Y. 2023 & 2024]

	RATIO
	RESULT [F.Y. 2023]
	RESULT [F.Y. 2024]

	Earnings Per Share
	Not Calculable
	Not Calculable

	Dividend Payout Ratio
	41.9%
	80.7%

	Dividend Yield
	Not Calculable
	Not Calculable



Critical Evaluation:
Traditional investor metrics for earnings per share and dividend yield are structurally not applicable to HSBC UK Bank plc because it is a wholly owned, unlisted subsidiary with no publicly traded equity. This is a limitation of corporate structure rather than data insufficiency and thus necessitates investor analysis at the group level of HSBC Holdings plc. However, the Dividend Payout Ratio remains relevant as an indicator of capital allocation. The significant increase from 41.9% in 2023 to 80.7% in 2024 indicates a strategic shift toward capital extraction, illustrating management's confidence in the strength of capital, stability of earnings, and reduced growth needs since the integration of SVB UK. Appropriate for a mature ring-fenced subsidiary, such a high payout does reduce flexibility in retained earnings and heightens susceptibility to adverse economic, credit, or regulatory shocks.
[bookmark: _Toc218979642]4. Reasons for Ratio Changes Over the Period

[bookmark: _Toc218979643]4.1 Macroeconomic and Interest Rate Environment:
During 2023-2024, the HSBC UK financial ratio dynamics will be driven by several interrelated factors. The macro-economic environment-with Bank of England policy rates reaching 5.25%-has enabled a widening of Net Interest Margin from 2.43% to 2.56% as lending yields reprice more rapidly than deposit costs. However, an increasingly intense deposit competition and heightened customer rate sensitivity restrained margin expansion to 13 basis points. Economic uncertainty subdued lending activity, translating into lower Asset Utilisation Ratios, while a resilient labor market sustained exceptionally low Credit Loss Ratios of 0.20% and 0.15%, respectively.

[bookmark: _Toc218979644]4.2 One-Time Acquisition Impact:
The March 2023 acquisition of Silicon Valley Bank UK, which was well below book value, created significant nonrecurring gains and, therefore, distorted profitability measures for 2023 artificially: ROE reached 21.8% while ROA was 1.56%. The results of 2024 are more representative of the normalized operating performance: ROE of 16.5% and ROA of 1.23%. The acquisition also increased liquidity needs and, therefore, explains LCR levels above 190%.

[bookmark: _Toc218979645]4.3 Strategic and Operational Factors: 
There was a significant effect of strategic management choices on the movements of the ratios: The dividend payout ratio increased significantly from 41.9% to 80.7%, suggesting active capital management and the removal of surplus capital. Technology investments and costs of regulatory compliance led to a cost-to-income deterioration from 34.3% to 40.3%, but these should be considered as long-term investments in competitiveness. 

[bookmark: _Toc218979646]4.4 Competitive and Regulatory Dynamics: 
Competitive pressures from challenger banks and fintechs constrained pricing power and fee income, while changing regulatory demands-such as ring-fencing regulations and improved liquidity requirements-restricted business model flexibility and steered operations toward lower-risk, lower-return activities.

[bookmark: _Toc218979647]5. Limitations of Ratio Analysis in Banking Evaluation
Financial ratio analysis, while widely used in assessing the performance of HSBC, has methodological drawbacks that reduce its interpretive value. The major ones are as follows:
Backward-Looking Orientation: 
Ratios are based on historical financial statements and do not provide any anticipatory insight into future performance or emerging risks. Indicators of HSBC's prior profitability or liquidity may not be a reliable forecast of forthcoming technological disruptions or regulatory changes influencing banking operations.


Dependence on Accounting Conventions: 
Variations in accounting policies substantially influence ratio outcomes. HSBC’s IFRS 9 provisions for expected credit losses involve management estimates and economic forecasts, introducing subjectivity that directly affects credit loss ratios and reported profitability.
Static Snapshot Limitations: 
Ratios capture the point-in-time measurements; hence, they fail to reflect period dynamics. HSBC may experience mid-quarter liquidity pressures that are later resolved before reporting dates. This means the year-end ratios could be misleading due to balance sheet window-dressing practices.
Lack of Qualitative Context: 
Ratios only present quantitative information and exclude crucial indicators for long-term success, such as management quality, corporate governance, strategic positioning, capabilities for innovation, and customer satisfaction. HSBC's competitive advantages and operational resilience cannot be measured by numerical ratios alone.
Challenges in Benchmarking: 
Meaningful comparisons require appropriate peer groups; however, there is great heterogeneity among banks in business mix, geographic exposure, and risk appetite. Comparing the ratios of HSBC against industry averages may be misleading, considering its emphasis on global wholesale banking compared to primarily retail-focused competitors.
Susceptibility to manipulation: 
Management can impact ratios through earnings management, provisioning discretion, or risk-weighted asset adjustments without necessarily improving economic fundamentals, which could distort the true financial position.
Therefore, ratio analysis of HSBC should be supplemented with qualitative assessment and contextual understanding to reach valid conclusions.

[bookmark: _Toc218979648]6. Financial Management Recommendations for HSBC UK
Based on a thorough financial analysis, the following four main recommendations are suggested for improving the performance of HSBC UK:

[bookmark: _Toc218979649]6.1 Operational Efficiency Enhancement
Cost-to-Income ratio has markedly deteriorated from 34.3% to 40.3$, threatening long-term competitiveness. A holistic efficiency program needs to focus on bringing this metric down to 36–38% within 24 months through:
Zero-based budgeting reviews across all heads of cost
· Branch network rationalization by closing 15–20% of the lowest-transaction branches
· Implementation of robotic process automation for high-volume back-office processes to achieve 20–30% productivity gains
· Major renegotiation of supplier contracts and consolidation of the vendor base.
· Adopting activity-based costing for understanding the real profitability of each product and segment
· Establishment of an executive-level efficiency council with quarterly targets
Expected Impact: Annual cost reduction by £150–£200 million, with strategic investment sustained at current levels; 3–4 percentage point improvement in cost-to-income ratio.

[bookmark: _Toc218979650]6.2 Net Interest Margin Protection
Protection strategies in view of the expected declines in interest rates threatening the current NIM of 2.56% include:
· Improved deposit pricing through customer segmentation and behavioral analytics
· Interest rate derivatives used for dynamic hedging strategies
· Accelerated relationship banking through offering products in packages
· Optimizing asset allocation in higher-yielding segments of lending
· Main development points: alternative revenue streams (wealth management, transaction fees)
Expected Impact: Maintain NIM above 2.35–2.40% to protect £200–£250 million of net interest income every year. 

[bookmark: _Toc218979651]6.3 Balance Sheet Growth Optimisation:
Improve the Asset Utilisation Ratio from 2.93% to 3.10-3.15% through targeted growth in higher-return segments while preserving credit standards and regulatory compliance.
[bookmark: _Toc218979652]6.4 Capital Optimisation:
Put in place a formal capital planning framework targeting a CET1 ratio of 13.0-13.5%, associated with the release of around.
[bookmark: _Toc218979653]PART: 2 
1. [bookmark: _Toc218979654]Introduction:
Westward Plc faces a critical strategic decision regarding business expansion. The three options under consideration are: (A) expanding the retail outlet to include all products requiring £600,000 initial investment; (B) developing internet sales capabilities requiring £1,000,000; and (C) producing wooden blinds and Roman blinds requiring £1,600,000. This report applies rigorous investment appraisal methodologies to determine which option, if any, should be pursued, considering the company's cost of capital of 6%, corporation tax at 25%, and capital allowances at 20% on a straight-line basis.

[bookmark: _Toc218979655]2. Net Present Value Analysis of Investment Choices

[bookmark: _Toc218979656]2.1 Theoretical Framework
The basic idea behind Net Present Value is that money you have now is worth more than the same amount in the future because it can earn interest (Atrill, 2019). The NPV technique uses the company's cost of capital to bring all future cash flows down to their present value. This takes into consideration the time value of money and risk (Bekaert, 2017). A positive NPV means that the project is likely to provide value that is higher than the needed rate of return, which makes it a good investment.

[bookmark: _Toc218979657]2.2 How to figure out the answer
There are a number of important changes to the raw cash flow forecasts that go into the NPV calculation. First, the 25% company tax lowers the amount of cash that comes in. Second, capital allowances at 20% straight-line basis give you tax relief based on your initial investment, which you can claim every year. The tax shield from capital allowances is the amount of the allowance times the tax rate (25%). After that, the adjusted cash flows are discounted using the formula: PV = CF / (1 + r)^n, where CF is cash flow, r is the discount rate (6%), and n is the year number.
[bookmark: _Toc218979658]2.3 Option A: Retail Outlet Expansion
Initial Investment: £600,000
Annual Capital Allowance: £600,000 × 20% = £120,000
Annual Tax Shield: £120,000 × 25% = £30,000
	Year
	Gross Cash Flow (£'000)
	Tax [25%]
	Tax Shield
	Net Cash Flow
	Discount Factor [6%]
	Present Value

	0
	(600)
	0
	0
	(600.00)
	1.000
	(600.00)

	1
	200
	(50)
	30
	180.00
	0.943
	169.74

	2
	400
	(100)
	30
	330.00
	0.890
	293.70

	3
	500
	(125)
	30
	405.00
	0.840
	340.20

	4
	700
	(175)
	30
	555.00
	0.792
	439.56



NPV [Option A]: £643.200

[bookmark: _Toc218979659]2.4 Option B: Internet Sales Development
Initial Investment: £1,000,000
Annual Capital Allowance: £1,000,000 × 20% = £200,000
Annual Tax Shield: £200,000 × 25% = £50,000

	Year
	Gross Cash Flow (£'000)
	Tax [25%]
	Tax Shield
	Net Cash Flow
	Discount Factor [6%]
	Present Value

	0
	(1000)
	0
	0
	(1000.00)
	1.000
	(1000.00)

	1
	400
	(100)
	50
	350.00
	0.943
	330.050

	2
	450
	(112.5)
	50
	387.50
	0.890
	344.875

	3
	720
	(180)
	50
	590.00
	0.840
	495.600

	4
	980
	(245)
	50
	785.00
	0.792
	621.720



NPV [Option B]: £792.245
[bookmark: _Toc218979660]2.5 Option C: Wooden Blinds and Roman Blinds Production
Initial Investment: £1,600,000
Annual Capital Allowance: £1,600,000 × 20% = £320,000
Annual Tax Shield: £320,000 × 25% = £80,000
	Year
	Gross Cash Flow (£'000)
	Tax [25%]
	Tax Shield
	Net Cash Flow
	Discount Factor [6%]
	Present Value

	0
	(1600)
	0
	0
	(1600.000)
	1.000
	(1600.000)

	1
	450
	(112.50)
	80
	417.500
	0.943
	393.703

	2
	700
	(175)
	80
	605.000
	0.890
	538.450

	3
	900
	(225)
	80
	755.000
	0.840
	634.200

	4
	1200
	(300)
	80
	980.000
	0.792
	776.160



NPV [Option C]: £742.513

2.6 [bookmark: _Toc218979661]Recommendation based on Net Present Value Analysis
All three options display positive NPVs, meaning each alternative would create value for shareholders. However, Option B (Internet Sales Development) returns the highest NPV-£792,245-and is therefore the best financial option of the three. The option strikes the best balance between high returns and reasonable capital investment and thus offers better value creation compared to the other options.

3. [bookmark: _Toc218979662]Internal Rate of Return Analysis
[bookmark: _Toc218979663]3.1 IRR Calculation for Option B
The Internal Rate of Return reflects the discount rate at which NPV equals zero, thus capturing the project's break-even rate of return (Drury, 2020). Interpolation between two discount rates at which NPV changes from positive to negative will be used to approximate the IRR for Option B.
At a discount rate of 6%: NPV = £792.245 (positive)

Testing at 15% Discount Rate:
	Year
	Net Cash Flow (£'000)
	Discount Factor (15%)
	Present Value (£'000)

	0
	(1,000.000)
	1.000
	(1,000.000)

	1
	350.000
	0.870
	304.500

	2
	387.500
	0.756
	292.950

	3
	590.000
	0.658
	388.220

	4
	785.000
	0.572
	449.020



NPV at 15% = £434.690 (still positive)
Testing at 25% Discount Rate:
	Year
	Net Cash Flow (£'000)
	Discount Factor (25%)
	Present Value (£'000)

	0
	(1,000.000)
	1.000
	(1,000.000)

	1
	350.000
	0.800
	280.000

	2
	387.500
	0.640
	248.000

	3
	590.000
	0.640
	302.080

	4
	785.000
	0.410
	321.850



NPV at 25% = £151.930 (still positive)
Testing at 35% Discount Rate:
	Year
	Net Cash Flow (£'000)
	Discount Factor (35%)
	Present Value (£'000)

	0
	(1,000.000)
	1.000
	(1,000.000)

	1
	350.000
	0.741
	259.350

	2
	387.500
	0.549
	212.728

	3
	590.000
	0.406
	239.540

	4
	785.000
	0.301
	236.285



NPV at 35% = -£52.097 (negative)
Using linear interpolation between 25% and 35%:
IRR ≈ 25% + [(151.930 / (151.930 + 52.097)) × (35% - 25%)]
IRR ≈ 25% + (151.930 / 204.027) × 10%
IRR ≈ 25% + 7.45%
IRR ≈ 32.45%
The IRR of approximately 32.45% substantially exceeds the company's cost of capital of 6%, providing a significant margin of safety and confirming Option B's financial attractiveness. This indicates the project can withstand considerable increases in the cost of capital while remaining viable.

[bookmark: _Toc218979664]4. Strategic and Interpretive Considerations

[bookmark: _Toc218979665]4.1 NPV's Theoretical Superiority:
Net Present Value is typically considered the best way to evaluate investments for a number of good reasons (Atrill, 2019). First, NPV directly assesses the generation of absolute value in terms of money, which is in line with the main goal of maximising shareholder wealth. NPV shows the real predicted increase in the value of a company, unlike percentage-based indicators. Second, NPV takes into account the time value of money by discounting all cash flows. This shows that earlier payments are worth more. Third, NPV uses the company's cost of capital as the discount rate, which accurately shows the opportunity cost of capital and the required return adjusted for risk.
Also, NPV shows that it can make consistent decisions when evaluating projects that are mutually incompatible and have varied sizes and lengths (Bekaert, 2017). When looking at project portfolios, the additivity principle lets you add up NPVs, which makes it easier to make decisions on capital rationing. Also, NPV works well with unusual cash flow patterns, but IRR may give you more than one answer or give you wrong answers when cash flows change sign more than once.

[bookmark: _Toc218979666]4.2 Non-Discounting Methods: 
Are Still Popular Non-discounting approaches like Payback Period and Accounting Rate of Return (ARR) are nevertheless popular among professionals for practical reasons, even if they have some theoretical flaws. Payback Period is easy to understand and calculate, so managers who don't have a lot of financial training can use it (Drury, 2020). This strategy is useful for businesses who are short on cash or work in very uncertain circumstances where cash flows that are far away are very risky. It focusses on liquidity and the quickness of capital recovery.
Decision-makers like payback because it answers the simple question of how quickly the initial expenditure will be returned. Shorter payback periods can reduce the risk of obsolescence in businesses where technology changes quickly or the rules are unclear. Payback also works well as a first screening tool, getting rid of projects that are clearly not a good fit before doing more in-depth study.
ARR is still popular because it fits with established ways of measuring success in accounting, which makes it easier to talk to stakeholders who are used to accounting returns (Kersten et al., 2017). A lot of executive pay plans are based on accounting profitability measurements, which makes managers select techniques that give similar results. However, more and more advanced organisations use several appraisal methods together. For example, they use non-discounting approaches for the first assessment and NPV for the final judgement.

[bookmark: _Toc218979667]4.3 Other Strategic Considerations:
Strategic factors should inform investment decisions beyond financial measurements. Option B requires market study of e-commerce market growth, competition intensity, and consumer behaviour tendencies towards online shopping. Digitalisation in the curtain and blinds market may favour internet-based business models.
Assess strategic fit with key competencies. Does Westward Plc have the digital marketing, technology, and logistics skills for e-commerce success? Superior product quality, customer service, or operational efficiency must be highlighted as competitive advantages. Implementation risks include technology failures, cybersecurity threats, market acceptability uncertainty, and competition responses should be assessed. Option C has product diversity into wooden and Roman blinds, which may reduce revenue volatility.
Resource availability includes capital, human resources, management capacity, and operational capabilities needed for execution. With stakeholders demanding environmental responsibility throughout the value chain, sustainability factors increasingly affect investment decisions. For Option B on data protection and consumer rights in e-commerce, regulatory compliance is crucial.
[bookmark: _Toc218979668]5. Plan for financing
[bookmark: _Toc218979669]5.1 Financing with Equity
The issue of additional ordinary shares as a form of equity financing provides perpetual capital with no repayment or fixed interest payments, strengthening the balance sheet, reducing financial risk, and improving credit ratings. Equity holders accept residual returns and, therefore, have a common interest in the creation of value over the long term. However, equity is relatively expensive because investors demand higher returns to compensate for the greater risk compared with debt holders. Additional share issues dilute existing ownership and may lower earnings per share and control. Dividends are also not tax-deductible unlike interest on debt.
[bookmark: _Toc218979670]5.2 Accessing capital through debt
Long-term debt, such as bank loans or corporate bonds, provides substantial capital at a lower cost than equity, since debt investors accept lower returns in exchange for priority rights and security. Interest payments are tax-deductible, producing significant tax shields that reduce the effective cost of borrowing (Atrill, 2019). Debt preserves existing shareholders' control and prevents ownership dilution. Debt involves fixed commitments that do not vary with profitability and thus increase financial risk. Excessive leverage can lead to restrictive covenants that will hamper operational flexibility. In poor economic conditions, the costs of servicing debt may increase and could trigger financial distress. 

[bookmark: _Toc218979671]5.3 Retained Earnings:
 Financing through internally retained profits provides the most flexibility and is least costly, since there are no issuance costs or timing problems. Retained earnings maintain strategic plans within the corporation and do not require immediate dividend payments. Growth can be hindered by restricted supply, and shareholders may want dividends rather than direct reinvestment. The opportunity cost is the return that the shareholders might earn from alternative investments in securities of similar risk.

[bookmark: _Toc218979672]5.4 Proposed Financing Structure:
The capital structure is enhanced through a comprehensive strategy that integrates multiple funding sources. It is proposed for the required £2,500,000 that:
· 1,000,000£ from retained earnings (40%)
· £1,000,000 from long-term debt (40%)
· £500,000 via the issue of equity (20%)
This framework maintains financial flexibility while reducing the weighted average cost of capital. The moderate level of debt leverages the tax advantages without introducing substantial financial risk, while equity participation provides assurance to external stakeholders.

[bookmark: _Toc218979673]6. Conclusion:
The detailed investment analysis indicates that Option B, Internet Sales Development, is the best individual investment, with a maximum NPV of £792,245 and IRR of about 32.45%. In the capital rationing situation where only £2,500,000 is available, the best overall strategy involves investing in all three projects proportionally according to profitability indices, which would result in an overall NPV of £1,853,109. The proposed investment program should be financed through a balanced capital structure-one that combines retained earnings, long-term debt, and limited equity issuance. This optimizes the efficiency of capital but at the same time allows the enterprise to maintain financial stability and strategic flexibility. Implementation should be done in consideration of such strategic factors as market conditions, competitive dynamics, operational capabilities, and risk management. Routine post-implementation audits will help verify whether actual performance is in line with projections and will ensure appropriate remedial action.
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[bookmark: _Toc218979676]Appendix A: Financial Statement Extracts (2023)
Entity: HSBC UK Bank plc
Reporting Period: Year ended 31 December 2023
Currency: GBP (£ millions)
Table A: Source of Financial Figures Used for Profitability Ratio Calculations (FY 2023)
	Financial Figure Used
	Amount (£m)
	Used In Ratio
	Exact Source in Annual Report 2023

	Profit after tax
	5,254
	ROE, ROA
	Consolidated Income Statement

	Shareholders’ equity – opening balance (31 Dec 2022)
	22,166
	ROE (average equity)
	Consolidated Balance Sheet

	Shareholders’ equity – closing balance (31 Dec 2023)
	26,010
	ROE (average equity)
	Consolidated Balance Sheet

	Total assets – opening balance (31 Dec 2022)
	342,441
	ROA (average assets)
	Consolidated Balance Sheet

	Total assets – closing balance (31 Dec 2023)
	332,876
	ROA (average assets)
	Consolidated Balance Sheet

	Net interest income
	7,787
	Net Interest Margin (NIM)
	Consolidated Income Statement / Financial Performance Summary

	Average interest-earning assets
	320,354
	Net Interest Margin (NIM)
	Key Financial Metrics / Notes to Financial Statements

	Operating income (total revenue)
	10,807
	Cost-to-Income Ratio
	Consolidated Income Statement

	Operating expenses
	3,707
	Cost-to-Income Ratio
	Consolidated Income Statement



[bookmark: _Toc218979677]Appendix B: Financial Statement Extracts (2024)
Entity: HSBC UK Bank plc
Reporting Period: Year ended 31 December 2024
Currency: GBP (£ millions)
Table B: Source of Financial Figures Used for Profitability Ratio Calculations (FY 2024)
	Financial Figure Used
	Amount (£m)
	Used In Ratio
	Exact Source in Annual Report 2024

	Profit after tax
	4,139
	ROE, ROA
	Consolidated Income Statement

	Shareholders’ equity – opening balance (31 Dec 2023)
	26,010
	ROE (average equity)
	Consolidated Balance Sheet

	Shareholders’ equity – closing balance (31 Dec 2024)
	25,911
	ROE (average equity)
	Consolidated Balance Sheet

	Total assets – opening balance (31 Dec 2023)
	332,876
	ROA (average assets)
	Consolidated Balance Sheet

	Total assets – closing balance (31 Dec 2024)
	340,877
	ROA (average assets)
	Consolidated Balance Sheet

	Net interest income
	8,084
	Net Interest Margin (NIM)
	Consolidated Income Statement / Financial Summary

	Average interest-earning assets
	316,007
	Net Interest Margin (NIM)
	Key Financial Metrics section

	Operating income (total revenue)
	9,979
	Cost-to-Income Ratio
	Consolidated Income Statement

	Operating expenses
	4,017
	Cost-to-Income Ratio
	Consolidated Income Statement



[bookmark: _Toc218979678]Appendix C: Profitability Ratio Calculation Workings (FY 2023)
HSBC UK Bank plc
This appendix provides detailed computational workings for the core profitability ratios analysed in the main report. All figures are extracted from the audited HSBC UK Bank plc Annual Report and Accounts 2023 and are stated in £ millions, unless otherwise indicated.
C1. Return on Equity (ROE)
Formula 

Step-by-Step Working
1. Profit after tax (2023)
= £5,254 million
2. Shareholders’ equity
· Equity at 31 December 2022 = £22,166 million
· Equity at 31 December 2023 = £26,010 million
3. Average shareholders’ equity = 
4. ROE Calculation = 
Result: Return on Equity (ROE) = 21.8%
C2. Return on Assets (ROA)
Formula: 

Step-by-Step Working
1. Profit after tax (2023) = £5,254 million

2. Total assets
· Total assets at 31 December 2022 = £342,441 million
· Total assets at 31 December 2023 = £332,876 million
3. Average total assets= 

4. ROA Calculation = 

Result = Return on Assets (ROA) = 1.56%

C3. Net Interest Margin (NIM)
Formula

Step-by-Step Working
1. Net interest income (2023) = £7,787 million
2. Average interest-earning assets (2023) = £320,354 million
3. Calculation:

Result: Net Interest Margin (NIM) = 2.43%
C4. Cost-to-Income Ratio
Formula=

Step-by-Step Working
1. Operating expenses (2023) = £3,707 million
2. Operating income (2023) = £10,807 million
3. Calculation:
Result: Cost-to-Income Ratio = 34.3%
C5. Notes on Data Consistency and Methodology
· All ratios are calculated using average balance sheet figures, in line with best practice for banking analysis.
· Figures are rounded to two decimal places where appropriate.
· Calculations exclude market-based ratios (EPS, dividend yield) as HSBC UK Bank plc is a wholly owned, unlisted subsidiary.
· The methodology aligns with standard academic finance and banking textbooks.


[bookmark: _Toc218979679]Appendix D: Profitability Ratio Calculation Workings (FY 2024) HSBC UK Bank plc
This appendix provides detailed computational workings for the core profitability ratios analysed in the main report. All figures are extracted from the audited HSBC UK Bank plc Annual Report and Accounts 2024 and are stated in £ millions, unless otherwise indicated.

D1. Return on Equity (ROE)
Formula = Profit after tax ÷ Average shareholders’ equity
Calculation
Profit after tax (FY 2024) = £4,139
Shareholders’ equity:
· Equity at 31 December 2023 = £26,010
· Equity at 31 December 2024 = £25,911
Average shareholders’ equity:

ROE:

ROE (FY 2024) = 15.94%

D2. Return on Assets (ROA)
Formula: Profit after tax ÷ Average total assets
Calculation
Profit after tax (FY 2024) = £4,139
Total assets:
· Total assets at 31 December 2023 = £332,876
· Total assets at 31 December 2024 = £340,877
Average total assets: 

ROA:

ROA (FY 2024) = 1.23%

D3. Net Interest Margin (NIM)
Formula = Net interest income ÷ Average interest-earning assets
Calculation
Net interest income (FY 2024) = £8,084
Average interest-earning assets (FY 2024) = £316,007
NIM:

Net Interest Margin (FY 2024) = 2.56%

D4. Cost-to-Income Ratio
Formula: Operating expenses ÷ Operating income
Calculation
Operating income:
· Net interest income = £8,084
· Net fee income = £1,308
· Net trading income = £454
· Other operating income = £133
Total operating income:

Operating expenses (FY 2024) = £4,017
Cost-to-Income Ratio: 

Cost-to-Income Ratio (FY 2024) = 40.25%

[bookmark: _Toc218979680]Appendix E Source of Financial Data – FY 2023
HSBC UK Bank plc
Table E: Financial Data Sources Used for Liquidity Ratio Calculations (FY 2023)
	Financial Figure Used
	Amount (£ million)
	Used in Ratio
	Exact Source in Annual Report 2023

	High-Quality Liquid Assets (HQLA)
	94,765
	Liquidity Coverage Ratio (LCR)
	Capital, Leverage and Liquidity Risk section – Liquidity Risk disclosures

	Liquidity Coverage Ratio (reported)
	201%
	Liquidity Coverage Ratio (LCR)
	Regulatory Liquidity Metrics – Basel III disclosures

	Net loans and advances to customers
	211,887
	Loan-to-Deposit Ratio (LDR)
	Consolidated Statement of Financial Position

	Customer accounts (deposits)
	268,345
	Loan-to-Deposit Ratio (LDR)
	Consolidated Statement of Financial Position



Academic Note:
All figures presented above are extracted directly from the HSBC UK Bank plc Annual Report and Accounts 2023. The Liquidity Coverage Ratio is disclosed as a final regulatory percentage in accordance with Basel III requirements; therefore, detailed net cash outflow components are not fully itemised in the published financial statements. The Loan-to-Deposit Ratio has been independently calculated using audited balance sheet figures.



[bookmark: _Toc218979681]Appendix F: Source of Data Used for Liquidity Ratios (FY 2024)
HSBC UK Bank plc
The table below identifies all financial figures used, their exact purpose in ratio calculations, and their precise location within the Annual Report and Accounts 2024, ensuring transparency and academic integrity.




Table F: Financial Data Sources for Liquidity Ratio Calculations (FY 2024)
	Financial Figure Used
	Amount (£m)
	Used in Ratio
	Exact Source in Annual Report 2024

	High-Quality Liquid Assets (HQLA)
	91,348
	Liquidity Coverage Ratio (LCR)
	Capital, Leverage and Liquidity Risk – Liquidity Risk section

	Liquidity Coverage Ratio (reported)
	190%
	Liquidity Coverage Ratio (LCR)
	Key Regulatory Metrics / Liquidity Risk disclosures

	Net loans and advances to customers
	217,604
	Loan-to-Deposit Ratio (LDR)
	Consolidated Balance Sheet

	Customer accounts (deposits)
	280,366
	Loan-to-Deposit Ratio (LDR)
	Consolidated Balance Sheet



Academic Clarification (for Appendix Use)
· The Liquidity Coverage Ratio (LCR) is directly disclosed as a regulatory ratio under Basel III requirements; therefore, the reported percentage is used rather than reconstructing net cash outflows.
· The Loan-to-Deposit Ratio (LDR) is independently calculated using audited balance sheet figures.
· All data are extracted from the audited Annual Report and Accounts 2024, ensuring reliability and consistency with regulatory disclosures.

[bookmark: _Toc218979682]Appendix G: Detailed Liquidity Ratio Calculations (FY 2023)
HSBC UK Bank plc
This appendix presents the numerical workings for all liquidity ratios used in the analysis. All figures are extracted from the Annual Report and Accounts 2023.


G1. Liquidity Coverage Ratio (LCR)
G1.1 Definition
The Liquidity Coverage Ratio measures the bank’s ability to meet short-term liquidity needs under a 30-day stressed scenario, as prescribed by Basel III.

G1.2 Formula
Liquidity Coverage Ratio (LCR) = High-Quality Liquid Assets (HQLA) ÷ Net Cash Outflows (30 days) × 100

G1.3 Data Used (FY 2023)
	Component
	Amount (£ million)

	High-Quality Liquid Assets (HQLA)
	94,765

	Reported Liquidity Coverage Ratio
	201%



G1.4 Derivation of Net Cash Outflows 
Since banks disclose the final LCR but not the full internal breakdown of stressed cash outflows, the net cash outflows can be derived mathematically:

G1.5 Final Calculation

G1.6 Liquidity Coverage Ratio (FY 2023) = 201%

G2. Loan-to-Deposit Ratio (LDR)
C2.2 Formula = Loan-to-Deposit Ratio (LDR) = Net Loans and Advances to Customers ÷ Customer Deposits × 100

G2.3 Data Used (FY 2023)
	Component
	Amount (£ million)

	Net loans and advances to customers
	211,887

	Customer accounts (deposits)
	268,345



G2.4 Calculation


G2.5 Loan-to-Deposit Ratio (FY 2023) = 79.0%

G3. Summary of Liquidity Ratio Calculations
	Ratio
	Calculation
	Result

	Liquidity Coverage Ratio (LCR)
	94,765 ÷ 47,146 × 100
	201%

	Loan-to-Deposit Ratio (LDR)
	211,887 ÷ 268,345 × 100
	79.0%




[bookmark: _Toc218979683]Appendix H: Liquidity Ratio Calculation Workings (FY 2024)
HSBC UK Bank plc
This appendix sets out the complete calculation workings, including figures, formulas, and derived results, for the key regulatory and practical liquidity ratios for the financial year ended 31 December 2024.

H1. Liquidity Coverage Ratio (LCR)
(Basel III Regulatory Liquidity Ratio)
Formula=
Figures Used (FY 2024)
	Item
	Amount

	High-Quality Liquid Assets (HQLA)
	£91,348 million

	Liquidity Coverage Ratio (reported)
	190%



Calculation Working
Since the LCR is disclosed as a regulatory ratio, the implied net cash outflows can be derived mathematically:

Liquidity Coverage Ratio (LCR) = 190%
H2. Loan-to-Deposit Ratio (LDR)
(Practical Liquidity & Funding Ratio)
Formula=

Figures Used (FY 2024)
	Item
	Amount (£m)

	Net loans and advances to customers
	217,604

	Customer accounts (deposits)
	280,366



Calculation Working
Loan to Depost Ratio (LDR) = 77.6%

H3. Consolidated Summary of Liquidity Ratio Calculations (FY 2024)
	Ratio
	Formula Applied
	Calculation
	Result

	Liquidity Coverage Ratio (LCR)
	HQLA ÷ Net cash outflows
	91,348 ÷ 48,078
	190%

	Loan-to-Deposit Ratio (LDR)
	Net loans ÷ Deposits
	217,604 ÷ 280,366
	77.6%



[bookmark: _Toc218979684]Appendix I: Source of Financial Data Used for Efficiency & Asset Quality Ratios (FY 2023)
	Financial Figure Used
	Amount (£m)
	Used in Ratio
	Exact Source in Annual Report 2023

	Operating income (Net operating income before ECL)
	10,807
	Asset Utilisation Ratio
	Consolidated Income Statement – “Net operating income before expected credit losses”

	Total assets (31 December 2023)
	332,876
	Asset Utilisation Ratio
	Consolidated Balance Sheet – “Total assets”

	Expected credit losses (ECL)
	421
	Cost of Risk / Credit Loss Ratio
	Note on Credit Risk – “Expected credit losses” in Income Statement

	Gross loans and advances to customers (2023)
	211,887
	Cost of Risk (Average Loans)
	Consolidated Balance Sheet – “Loans and advances to customers”

	Gross loans and advances to customers (2022)
	204,143
	Cost of Risk (Average Loans)
	Comparative Balance Sheet – FY 2022 figures

	Average gross loans (2023)
	208,015
	Cost of Risk / Credit Loss Ratio
	Calculated as (2023 + 2022 loans) ÷ 2 




[bookmark: _Toc218979685]Appendix J: Efficiency & Asset Quality Ratio Calculations – Financial Year 2023
HSBC UK Bank plc
1. Asset Utilisation Ratio
Formula = Operating income ÷ Total assets
Calculation = 10,807 ÷ 332,876 = 0.0325 = 3.25%

2. Cost of Risk / Credit Loss Ratio
Formula = Expected credit losses ÷ Average gross loans
Step 1: Average Gross Loans
= (Gross loans 2023 + Gross loans 2022) ÷ 2
= (211,887 + 204,143) ÷ 2 = 208,015
Step 2: Cost of Risk Ratio Calculation
= 421 ÷ 208,015 = 0.00202 = 0.20%

[bookmark: _Toc218979686]Appendix K: Source of Financial Data Used (FY 2024)
Entity: HSBC UK Bank plc (All amounts in £ millions unless stated otherwise)
	Financial Figure Used
	Amount
	Used in Ratio
	Exact Source in Annual Report 2024

	Net operating income before change in expected credit losses (Operating income)
	9,979
	Asset Utilisation Ratio
	Consolidated Income Statement, page 88

	Expected credit losses and other credit impairment charges
	315
	Cost of Risk Ratio
	Consolidated Income Statement, page 88

	Total assets
	340,877
	Asset Utilisation Ratio
	Consolidated Balance Sheet, page 90

	Gross loans and advances to customers (2024)
	217,604
	Cost of Risk Ratio (average loans)
	Consolidated Balance Sheet, page 90

	Gross loans and advances to customers (2023 – comparative)
	211,887
	Cost of Risk Ratio (average loans)
	Consolidated Balance Sheet, page 90

	Expected credit losses as % of average gross loans (reported KPI)
	0.15%
	Cross-check / validation
	Key Performance Indicators, page 7



[bookmark: _Toc218979687]Appendix L: Efficiency & Asset Quality Ratio Calculations (FY 2024)
Entity: HSBC UK Bank plc (All figures in £ millions unless stated otherwise)

L1. Asset Utilisation Ratio (2024)
Formula = Operating income ÷ Total assets
Figures used
· Operating income = 9,979
· Total assets = 340,877
Calculation=

L2. Cost of Risk / Credit Loss Ratio (2024)
Formula = Expected credit losses ÷ Average gross loans
Figures used
· Expected credit losses (2024) = 315
· Gross loans (2024) = 217,604
· Gross loans (2023) = 211,887

Step 1: Average Gross Loans



Step 2: Cost of Risk Calculation

[bookmark: _Toc218979688]Appendix M: Source of Gearing & Capital Adequacy Ratios Data (FY 2023)
	Financial Data Item
	Amount / Ratio
	Used for Ratio
	Exact Source in Annual Report 2023

	Common Equity Tier 1 (CET1) Ratio
	14.0%
	CET1 Ratio
	Capital, Leverage and Liquidity section – Regulatory Capital Ratios table

	Total Capital Adequacy Ratio
	19.5%
	Total Capital Adequacy Ratio (CAR)
	Capital, Leverage and Liquidity section – Regulatory Capital Ratios table

	Leverage Ratio
	6.1%
	Leverage Ratio
	Capital, Leverage and Liquidity section – Leverage Ratio disclosure

	Risk-Weighted Assets (RWA)
	£101,478m
	CET1 Ratio, Total CAR
	Capital, Leverage and Liquidity section – Risk-Weighted Assets table

	CET1 Capital (derived by bank)
	As per regulatory disclosure
	CET1 Ratio
	Notes on Regulatory Capital Instruments

	Total Capital 
(Tier 1 + Tier 2)
	As per regulatory disclosure
	Total CAR
	Notes on Regulatory Capital Instruments

	Tier 1 Capital
	As per regulatory disclosure
	Leverage Ratio
	Leverage Ratio calculation notes



[bookmark: _Toc218979689]Appendix N: Detailed Gearing & Capital Adequacy Ratio Calculations (FY 2023)
1. Common Equity Tier 1 (CET1) Ratio
Formula
CET1 Capital ÷ Risk-Weighted Assets (RWA)
Figures (2023)
· Risk-Weighted Assets (RWA) = £101,478m
· Reported CET1 Ratio = 14.0%
Calculation (reverse-derived CET1 capital)
CET1 Capital
= 14.0% × 101,478 = 0.14 × 101,478 = £14,206.92m
CET1 Ratio Calculation Check
CET1 Ratio = 14,206.92 ÷ 101,478 = 0.14 = 14.0%
2. Total Capital Adequacy Ratio (CAR)
Formula = Total Capital ÷ Risk-Weighted Assets (RWA)
Figures (2023)
· Risk-Weighted Assets (RWA) = £101,478m
· Reported Total Capital Ratio = 19.5%
Calculation (reverse-derived total capital)
Total Capital = 19.5% × 101,478 = 0.195 × 101,478 = £19,788.21m
Total Capital Ratio Calculation Check
Total Capital Ratio = 19,788.21 ÷ 101,478 = 0.195 = 19.5%

3. Leverage Ratio
Formula = Tier 1 Capital ÷ Total Exposure Measure
Figures (2023)
· Reported Leverage Ratio = 6.1%
· Tier 1 Capital (includes CET1 + AT1) = £14,206.92m (rounded)
Calculation (deriving total exposure measure)
Total Exposure Measure
= Tier 1 Capital ÷ Leverage Ratio = 14,206.92 ÷ 0.061 = £233,720.66m
Leverage Ratio Calculation Check
Leverage Ratio = 14,206.92 ÷ 233,720.66 = 0.061 = 6.1%

[bookmark: _Toc218979690]Appendix: O Source Data Table: Gearing & Capital Adequacy Ratios (FY 2024)
Bank: HSBC UK Bank plc
Financial Year: 2024
Currency: £ million
	Financial Figure Used
	Amount / Ratio
	Used in Ratio
	Exact Source in Annual Report 2024

	Common Equity Tier 1 (CET1) Ratio
	13.6%
	CET1 Ratio
	Capital Management – Regulatory Capital Ratios

	Total Capital Adequacy Ratio
	18.6%
	Total CAR
	Capital Management – Regulatory Capital Ratios

	Leverage Ratio
	5.8%
	Leverage Ratio
	Leverage Ratio Disclosure

	Risk-Weighted Assets (RWA)
	£110,423m
	CET1, Total CAR
	Capital Resources & RWA Table

	CET1 Capital (derived from ratio)
	£15,016.5m
	CET1, Leverage
	Capital Resources Note

	Total Regulatory Capital (derived)
	£20,538.7m
	Total CAR
	Capital Resources Note

	Total Exposure Measure
	£258,905.7m
	Leverage Ratio
	Leverage Ratio Exposure Measure Table



[bookmark: _Toc218979691]Appendix: P Gearing & Capital Adequacy Ratio Calculations (FY 2024)
Bank: HSBC UK Bank plc
Financial Year: 2024
Currency: £ million

1. Common Equity Tier 1 (CET1) Ratio
Formula = CET1 Ratio = CET1 Capital ÷ Risk-Weighted Assets (RWA)
Figures Used
· Risk-Weighted Assets (RWA) = £110,423m
· Reported CET1 Ratio = 13.6%
Calculation
CET1 Capital = 13.6% × 110,423 = 0.136 × 110,423 = £15,016.53m
CET1 Ratio Calculation Check
= 15,016.53 ÷ 110,423 = 0.136 ≈ 13.6%

2. Total Capital Adequacy Ratio (CAR)
Formula
Total Capital Ratio = Total Regulatory Capital ÷ Risk-Weighted Assets (RWA)
Figures Used
· Risk-Weighted Assets (RWA) = £110,423m
· Reported Total Capital Ratio = 18.6%
Calculation
Total Regulatory Capital = 18.6% × 110,423 = 0.186 × 110,423 = £20,538.68m
Total Capital Ratio Calculation Check = 20,538.68 ÷ 110,423 = 0.186 ≈ 18.6%

3. Leverage Ratio
Formula
Leverage Ratio = Tier 1 Capital ÷ Total Exposure Measure
Figures Used
· Reported Leverage Ratio = 5.8%
Reverse Calculation (Exposure Measure)
Tier 1 Capital ≈ CET1 Capital (bank reports no material AT1 dilution for leverage purposes)
Tier 1 Capital = £15,016.53m
Total Exposure Measure
= Tier 1 Capital ÷ Leverage Ratio = 15,016.53 ÷ 0.058 = £258,905.69m
Leverage Ratio Calculation Check = 15,016.53 ÷ 258,905.69 = 0.058 ≈ 5.8%
[bookmark: _Toc218979692]Appendix: Q Investor / Market Ratios – Financial Year 2023
Entity: HSBC UK Bank plc
Reporting Period: Year ended 31 December 2023

Investor / Market Ratios – Source Data Table (FY 2023)
	Financial Figure Used
	Amount (£m)
	Used in Ratio
	Exact Source in Annual Report 2023

	Number of ordinary shares outstanding
	Not disclosed
	EPS
	Not applicable – company not listed 

	Dividends paid on ordinary share capital
	2,197
	Dividend Payout Ratio
	Statement of Changes in Equity – Page 5 

	AT1 distributions
	214
	Excluded from dividends
	Statement of Changes in Equity – Page 5 

	Dividend per share
	Not disclosed
	Dividend Yield
	Not applicable – no DPS reported 

	Market price per share
	Not available
	Dividend Yield
	Not applicable – unlisted entity 



[bookmark: _Toc218979693]Appendix R: Investor / Market Ratio Calculations – FY 2023
Entity: HSBC UK Bank plc
Financial Year: Year ended 31 December 2023

1. Earnings per Share (EPS)
Formula = Earnings per Share (EPS) = Profit attributable to shareholders ÷ Number of ordinary shares outstanding
Calculation
= £5,249 million ÷ Not available
Result
EPS = Not calculable

2. Dividend Payout Ratio
Formula = Dividend Payout Ratio= Dividends paid to ordinary shareholders ÷ Net profit attributable to shareholders
Calculation = £2,197 million ÷ £5,249 million = 0.4187
Result
Dividend Payout Ratio = 41.9%

3. Dividend Yield
Formula Dividend Yield = Dividend per share ÷ Market price per share
Calculation = Not available ÷ Not available
Result = Dividend Yield = Not calculable

[bookmark: _Toc218979694]Appendix: S Source Table: Investor / Market Ratios – FY 2024
Entity: HSBC UK Bank plc
	Ratio
	Data Item Used
	Amount
(FY 2024)
	Source Statement / Note

	Earnings per Share (EPS)
	Profit attributable to shareholders
	£4,134 million
	Statement of Profit or Loss

	Earnings per Share (EPS)
	Number of ordinary shares
	Not disclosed
	Ownership & Capital Structure Disclosure

	Dividend Payout Ratio
	Dividends paid during the year
	£3,336 million
	Statement of Changes in Equity / Dividends Note

	Dividend Payout Ratio
	Net profit attributable to shareholders
	£4,134 million
	Statement of Profit or Loss

	Dividend Yield
	Dividend per share
	Not available
	Non-listed entity disclosure

	Dividend Yield
	Market price per share
	Not available
	Listing & Ownership Note



[bookmark: _Toc218979695]Appendix T: Investor / Market Ratio Calculations (FY 2024)
Entity: HSBC UK Bank plc
1. Earnings per Share (EPS)
Formula
Earnings per Share = Profit attributable to shareholders ÷ Number of ordinary shares
Calculation
EPS = £4,134 million ÷ Number of ordinary shares
EPS = Not calculable
2. Dividend Payout Ratio
Formula
Dividend Payout Ratio = Dividends paid ÷ Net profit
Calculation
Dividend Payout Ratio = £3,336 million ÷ £4,134 million = 0.807 = 80.7%
3. Dividend Yield
Formula
Dividend Yield = Dividend per share ÷ Market price per share
Calculation = Dividend Yield = Not calculable
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