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[bookmark: _Toc164436887]INTRODUCTION
[bookmark: _Toc164436888]BACKGROUND OF HSBC HOLDINGS PLC
HSBC Holdings plc, also known as HSBC, is a key participant in the international banking and financial services industry. HSBC was founded in Hong Kong in 1865 and has subsequently grown into over 60 countries and territories worldwide (HSBC plc, 2023, a). HSBC, headquartered in London, UK, operates via four major business divisions: Retail Banking and Wealth Management, Commercial Banking, Global Banking and Markets, and Global Private Banking (MarketLine, 2024). As a London Stock Exchange-listed business with worldwide operations, HSBC is a key participant in setting the global banking industry's direction (HSBC plc, 2023, a).
[bookmark: _Toc164436889]PURPOSE OF THE STRATEGIC REVIEW
This strategic review is a bank-wide exercise that evaluates the current and future status of HSBC Holdings plc regarding its corporate and business strategy, strategic thinking, and execution processes (HSBC plc, 2023, a)The analyses incorporate strategic analytical frameworks such as VRIO, Value chain, Porter's generic strategies, SWOT, PESTEL, and Industry Five Forces Models, and the company’s key initiatives for the coming years (Whittington, Regnér, Angwin, Johnson, & Scholes, 2012).
In addition, this report will evaluate how well the resources and capabilities of the bank align with the company’s core industry and strategic initiatives. Also, the evaluation of HSBC's adherence to these initiatives involves assessing performance indicators such as financial indicators, market analysis positioning, and the customer satisfaction index. Additionally, it highlights HSBC's commitment to achieving competitiveness while prioritizing sustainability and addressing environmental concerns (Richard 2018).
 It will provide an in-depth analysis of HSBC operations and share insight into management's approaches to important decision-making and execution. By which the firm will be able to gain a competitive edge and long-term sustenance within the global financial market.
[bookmark: _Toc164436890]Analysis
[bookmark: _Toc164436891]PORTER’S GENERIC STRATEGIES
Porter's generic tactics are straightforward approaches for firms to differentiate themselves in the marketplace. One is Cost Leadership, in which a corporation seeks to create items at the lowest possible cost while maintaining high quality. Another option is differentiation, which entails providing products or services that are distinct from those offered by competitors. The third option is Focus, in which a company targets a select set of clients and provides them with high-quality service. Companies may compete more effectively and attract more price-conscious customers by lowering expenses and providing distinctive offerings (Porter, Competitive Advantage. Creating and Sustaining Superior Performance., 1985). Many businesses try to strengthen their market position by lowering costs along the value chain, allowing them to provide their products or services at competitive pricing and attract price-sensitive customer (Whittington, Regnér, Angwin, Johnson, & Scholes, 2012).
Differentiation strategies entail businesses generating or supplying unique products or services that are seen to be distinct from what rivals provide. Differentiation may be created through product features, branding, technology, or customer service - characteristics that customers view as valuable and justify marketing expenses. Focus is a technique for offering effective service to a certain market segment or specialty. Organizations, for example, may use this technique to customize their goods, services, or marketing efforts to the needs of a certain set of clients, giving them a competitive advantage in that segment (Porter, Competitive Advantage. Creating and Sustaining Superior Performance., 1985).
HSBC Cost Leadership
 HSBC may pursue cost leadership by adopting efficient operating procedures, leveraging economies of scale, and optimizing resource allocation to reduce costs. For example, HSBC might invest in technology to improve its banking operations, minimize manual procedures, and save administrative costs. By doing so, HSBC may provide cheap interest rates on loans and savings, enticing budget-conscious clients.
HSBC Differentiation
HSBC may set itself apart from rivals by providing distinct financial products and services customized to the demands of various consumer categories. For example, HSBC may provide specific wealth management solutions for high-net-worth people, individualized banking services for small companies, or cutting-edge digital banking platforms for tech-savvy clients. By delivering unique value propositions, HSBC may attract clients who value the advantages of its varied products, such as personalized financial advice or exclusive bonuses (HSBC plc, 2023, c)
HSBC Focus
HSBC may use a focus strategy to target certain geographic regions or client categories where it has a competitive advantage or sees untapped prospects. For example, HSBC might target expats and multinational enterprises in emerging regions, utilizing its worldwide network and cross-border banking capabilities. By focusing its resources and marketing efforts on these target demographics, HSBC can increase market penetration and solidify its position as a preferred financial partner for clients in those locations.
[bookmark: _Toc164436892]Ansoff matrix
Growth is critical for businesses to generate revenues and remain competitive. The Ansoff matrix is a tool that helps people comprehend and prepare for growth. It's a way to make informed judgments on how a firm might develop its goods and markets. The Ansoff matrix, named after Igor Ansoff, who presented it in 1957, outlines four corporate growth techniques (Ansoff, 1957). 
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Market penetration is selling more of the current items to existing clients. For example, giving discounts or promotions to entice existing consumers to buy more (Hussain, Khattak, Rizwan, & Latif, 2013). 
Market development entails identifying new markets for current items. For example, expanding into new locations or addressing new client categories. Product development: This approach focuses on developing new goods or upgrading existing ones to better fulfil the demands of present clients. It might include introducing new features or modifications to current items. Diversification is the most hazardous option since it requires entering new markets with new goods. Diversification might be unconnected (into entirely new sectors) or linked (entering industries relevant to the present industry) (Hussain, Khattak, Rizwan, & Latif, 2013).
HSBC might concentrate on growing its market share in established areas. This might include providing more competitive interest rates on loans and savings accounts, enhancing customer service, and expanding into major regions such as Asia and Europe. By acquiring more clients from its present markets, HSBC may expand its operations without entering new markets or inventing new products (HSBC plc, 2023, c). 
Market Development: HSBC might look for chances to enter new markets or increase its presence in underdeveloped areas. For example, it may target rising regions in Asia or Africa, where financial services are in high demand. By opening branches or forming partnerships in these locations, HSBC may reach new consumer groups and enhance income (HSBC plc, 2023, c) 
Product Development: HSBC might focus on producing new financial products and services to fulfil the changing demands of its consumers. This might involve developing novel digital banking solutions, providing new investment products, or improving wealth management services. By providing distinct goods, HSBC may attract more clients and expand its market share (HSBC plc, 2023, c)
Diversification: HSBC might try expanding into new markets or sectors. For example, it might diversify into insurance, asset management, or fintech. Diversification allows HSBC to minimize its reliance on traditional banking services while also exploring new income streams. However, HSBC must carefully assess the risks and possibilities connected with diversification to achieve long-term success (HSBC plc, 2023, a)
[bookmark: _Toc164436893]


VRIO 
VRIO Framework
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Source: J.B. Barney and W.S. Hesterly, Strategic Management and Competitive Advantage, Pearson, 2012.
VRIO analysis is a strategic technique that helps firms determine whether their resources and skills give them a competitive edge. It considers four major factors: 
Furthermore, it investigates if these resources and competencies are useful. Essentially, do they provide any advantage to the company? Moreover, it evaluates if these resources and competencies are scarce. Are they distinctive or difficult to discover inside the industry? Also, it investigates if they are unique (Whittington, Regnér, Angwin, Johnson, & Scholes, 2012).
Also, it assesses whether the company successfully supports and uses these resources and competencies. Companies may establish if they have a sustainable competitive advantage by assessing their resources and skills about these four factors. If they match all four requirements, they have a significant advantage over their competition. It can be used to a variety of aspects of the firm, including technology, marketing, and production, to provide useful insights into the company's market position and identify areas for future development.

HSBC has a broad global network of branches and offices that enable it to service millions of clients globally. This wide network offers value by making financial services more convenient and accessible to clients, allowing HSBC to generate considerable income from its diverse range of offerings (HSBC plc, 2023, c).
Although many banks have international operations, HSBC's presence in over 60 countries and territories distinguishes it from its competitors. Its worldwide presence is uncommon in the banking business, offering HSBC a distinct edge in serving international firms and people with cross-border financial requirements.
Replicating HSBC's global network would need significant expenditures in infrastructure, regulatory clearances, and market penetration, making it difficult for competitors to replicate (HSBC plc, 2023, c).
Furthermore, competitors will find it impossible to immediately recreate HSBC's brand recognition and customer connections, which have been developed over decades.
HSBC has a strong organizational structure and governance framework that allow it to efficiently manage its global operations. With a focus on risk management, compliance, and innovation, HSBC guarantees that its wide network results in a sustained competitive advantage (HSBC plc, 2023, b)
HSBC's global network and brand name are significant, scarce, and difficult-to-replicate resources that, when properly structured, add to the bank's competitive edge in the business (HSBC plc, 2023, a).

[bookmark: _Toc164436894]Value chain 

The value chain functions as a map, allowing us to understand how organizations develop products or services. It consists of several actions, such as creating, selling, and delivering, that collaborate to create something beneficial for clients. And it encompasses not just the actions of one firm, but also the relationships between multiple enterprises that provide the same product or service (Whittington, Regnér, Angwin, Johnson, & Scholes, 2012). The value chain also assists firms in determining whether to do specific tasks internally or to outsource them. For example, a bike firm may elect to manufacture the frames but get the tires from another company. Overall, the value chain assists organizations in understanding how they manufacture products and how they may improve their processes to remain competitive and profitable (Whittington, Regnér, Angwin, Johnson, & Scholes, 2012).

HSBC's value chain starts with the collection of financial resources from clients, such as deposits and investments. This includes systems for managing and securing funds like as deposit-taking, cash processing, and investment management. After acquiring financial resources, HSBC participates in a variety of operational operations to create value. This comprises lending and credit activities such as loans, mortgages, and credit cards, as well as investment banking services such as underwriting, consulting, and capital markets transactions. Also, HSBC provides its financial goods and services to consumers via a variety of channels, including branches, internet platforms, and ATMs. This includes distribution coordination, which ensures timely and effective service delivery to clients across the company's global network (HSBC plc, 2023, c).

Marketing and Sales: HSBC uses marketing and sales efforts to recruit and retain clients. This comprises advertising efforts, promotional incentives, and relationship management initiatives designed to boost client loyalty and market share.
HSBC places a high value on customer service to guarantee customer happiness and loyalty. This includes offering support services such as account management, financial advising, and banking transactions help to satisfy client demands and handle concerns as quickly as possible.

HSBC purchases different inputs for its operations, such as technology, infrastructure, and human resources. This includes strategic sourcing, vendor management, and supplier relationships to ensure the availability and quality of resources required to support corporate operations (HSBC plc, 2023, b).
Furthermore, HSBC invests in technology to increase operational efficiency, improve customer experience, and create new financial products and services. To remain competitive in the digital era, businesses must invest in digital banking systems, cybersecurity measures, and data analytics skills (HSBC plc, 2023, c).
HSBC's success is dependent on its people; thus, the company invests in recruiting, training, and keeping exceptional personnel. Thiis includes HR tasks including talent acquisition, performance management, and professional development to ensure a skilled and motivated team. Moreover, HSBC has an established organizational and oversight system to support its operations across the globe. Corporate activities such as banking, legal, risk control, and compatibility are responsible for ensuring regulatory compliance, managing risks, and maintaining financial stability. HSBC's value chain involves an extensive variety of activities to acquire, provide, and support its financial services and goods to customers around the world, while also investing in its staff, technology, and structures to drive efficiency and maintain a competitive advantage (HSBC plc, 2023, c)

[bookmark: _Toc164436895] Evaluation of HSBC strategy
To analyse how successfully HSBC has implemented its commercial and corporate strategy and obtained an advantage over rivals. 
HSBC has tried to increase its market share in existing territories while also exploring new markets, particularly in emerging economies such as Asia. This is consistent with its objective of worldwide growth. Furthermore, HSBC's attempts to improve customer service and extend its digital banking offerings have been positively appreciated. However, issues such as regulatory impediments and aging IT systems have influenced acceptability. Furthermore, while experiencing hurdles, HSBC has effectively executed a variety of initiatives, including investments in digital technology and expansion into new regions. However, modernizing outdated IT systems has proven to be a challenging and resource-intensive process (HSBC plc, 2023, c). 
Moving on to sustainability activities, HSBC's annual reports and policies give information on company sustainability objectives. The firm has set lofty goals to lessen its environmental impact, assist community development, and promote financial inclusivity. These aims are consistent with its company strategy of responsible banking and long-term wealth generation (HSBC plc, 2023, a).
HSBC has a large worldwide presence, serving millions of clients in a variety of markets while maintaining financial stability and a varied product offering. However, regulatory constraints, a high cost-to-income ratio, and reliance on old technologies all pose problems. Opportunities exist in growing into new markets and embracing digital transformation, but concerns include increased rivalry, economic volatility, and cybersecurity issues (See App 1).

Several important aspects impact HSBC's strategic landscape. Politically, the bank must adhere to many global financial rules, including as anti-money laundering (AML) norms. Government policy changes have an impact on the organization's functioning. Economically, global variables such as growth rates and exchange rates influence HSBC's performance, influencing consumer spending and investment. Socially, researching client demographics is critical for adapting services, while CSR actions help to improve the company's reputation. Embracing digital banking trends and exploiting data analytics are critical to being competitive. Legally, negotiating regulatory changes and minimizing legal risks is critical. Finally, HSBC's commitment to environmental sustainability includes lowering carbon emissions and mitigating climate risks (see App 2) (HSBC plc, 2023, c) (Marketline, 2024).
Porter's Five Pressures Analysis identifies several competitive pressures in the banking business that HSBC must address (Porter, The Five Competitive Forces that Shape Strategy., 2008). First, the danger of new entrants is mitigated by high capital requirements, restrictions, and economies of scale. HSBC's worldwide reach and vast assets make it a formidable competitor. Second, HSBC's scale and negotiation strength, along with the industry's reliance on standardized goods, reduces supplier bargaining leverage. Third, while individual consumers may have little bargaining power, HSBC's brand recognition offers it an advantage. In addition, HSBC's broad branch network and various financial solutions help to limit the danger of replacement goods or services. Finally, competition within the sector is fierce, with both traditional banks and fintech firms offering obstacles. However, HSBC's strong brand, worldwide presence, and diverse business approach enable it to maintain a competitive advantage. Overall, HSBC benefits from its scale, brand recognition, and worldwide presence, which mitigates the dangers presented by competitive dynamics in the banking industry ( see App 3) (HSBC plc, 2023, c) (Marketline, 2024).
Overall, HSBC has made considerable advances in implementing market-competitive initiatives. Despite encountering hurdles such as regulatory compliance and legacy systems, the organization has shown resilience and adaptation. Furthermore, its sustainability activities demonstrate a dedication to ethical standards and long-term sustainability, which supports its company goal (HSBC plc, 2023, c).
[bookmark: _Toc164436896]Conclusion 
In conclusion, HSBC has strategically positioned itself in the global banking and financial services market by implementing Porter's generic strategies, which emphasize cost leadership, distinctiveness, and focus. By using its worldwide reach and varied product range, HSBC has successfully applied these methods to compete in the market and gain a competitive edge over competitors. The firm has targeted cost leadership by improving operational procedures and investing in technology to provide competitive pricing to budget-conscious clients. HSBC differentiates itself by providing personalized financial products and services to distinct customer categories, such as wealth management solutions and digital banking platforms.
Furthermore, the focus strategy has allowed HSBC to target certain geographic regions or client segments, increasing market penetration and establishing itself as a preferred financial partner. Despite obstacles like as regulatory requirements and legacy systems, HSBC has exhibited resilience and adaptability in implementing its goals. Furthermore, its sustainability activities are consistent with its company strategy, demonstrating a dedication to ethical standards and long-term sustainability, which increases its market competitiveness (HSBC plc, 2023, a).
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 Appendix 1 SWOT
Strengths:
Global footprint: HSBC has a significant global footprint, operating in various countries and supporting millions of clients. This vast network offers diversity and opportunity for advancement. 
Financial Stability: The bank has exhibited financial stability throughout time, with significant capital reserves and continuous profitability (HSBC plc, 2023, c).
Diverse Product Portfolio: HSBC provides a comprehensive range of financial products and services, including retail banking, commercial banking, wealth management and investment banking. This versatility enables the bank to appeal to a wide range of client categories and generate many income streams.
HSBC is one of the world's most recognizable and trusted banking brands, known for its dependability, longevity, and dedication to client service (HSBC plc, 2023, a).

Weaknesses:
Regulatory hurdles: HSBC confronts regulatory hurdles in a number of districts, including anti-money laundering (AML) and know-your-customer (KYC) compliance. Regulatory scrutiny and sanctions have affected the bank's reputation and financial performance. 
Despite attempts to increase cost efficiency, HSBC's cost-to-income ratio remains high when compared to its competitors. Operating expenditures have become a continuous concern for the bank (HSBC plc, 2023, a). 
Legacy Systems: The bank has grappled with legacy IT systems, which may limit agility and innovation. Significant expenditures and resources are required to upgrade and modernize these systems.
Opportunities:
Expansion in Emerging Economies: HSBC can capitalise on growth prospects in emerging economies, notably Asia, which is experiencing strong economic expansion. 
Expanding its footprint in these markets might open up new income streams and client categories. 
Digital transformation: Investing in digital technology and innovation provides chances to improve the client experience, streamline processes, and create new digital banking products. Embracing digital transformation may help HSBC remain competitive in a constantly changing financial services industry.
Threats:
Competition: HSBC confronts stiff competition from both traditional banks and fintech companies. Competitors' aggressive pricing techniques and new offers threaten HSBC's market dominance and profitability (HSBC plc, 2023, a) 
Global economic unpredictability, such as geopolitical conflicts, trade disputes, and market volatility, poses risks to HSBC's business operations and financial performance. Fluctuations in interest rates, currency rates, and commodity prices can affect the bank's income and profitability (HSBC plc, 2023, c). 
Cybersecurity Risks: As financial services become more digital, HSBC is concerned about cybersecurity risks. Cyberattacks, data breaches, and identity theft may harm a bank's brand, disrupt operations, and cause financial losses.
Appendix 2 PESTEL
Political: 
Regulatory Compliance: HSBC operates in a number of countries, each with its own set of banking rules. Compliance with these rules, including anti-money laundering (AML) and know your customer (KYC) standards, is critical to the bank's operations. 
Government policies: Changes in government policies, such as fiscal, monetary, and trade agreements, can have an influence on HSBC's business environment and financial results. Political stability or turbulence in major markets also influences the bank's operations (Marketline, 2024).
Economic: 
Global Economic Conditions: HSBC's performance is impacted by global economic conditions such as growth rates, inflation, and interest rates. Economic downturns can result in reduced consumer spending, more loan defaults, and fewer investment activity, all of which have an impact on the bank's profitability (Marketline, 2024) 
Exchange Rates: Exchange rate fluctuations have an influence on HSBC's revenues and costs, particularly in areas where currencies are volatile. The bank's currency risk demands adequate risk management techniques.
Social:
client Demographics: HSBC must understand its client base's demographics to properly personalize its goods and services. Changes in customer tastes, lifestyles, and attitudes toward banking impact demand for various financial products.
Corporate social responsibility (CSR) To sustain its image and attract socially aware consumers, HSBC is increasingly relying on socially responsible banking policies such as encouraging financial inclusion, supporting community development initiatives, and decreasing its environmental footprint (Marketline, 2024).
Technological:
Digital Banking Trends: HSBC has both possibilities and problems as digital banking technology become more prevalent. Investing in digital innovation enables the bank to improve the client experience, boost operational efficiency, and create new digital banking options. However, staying current on technology improvements and cybersecurity concerns is critical.
Data Analytics: By leveraging data analytics and artificial intelligence (AI), HSBC may obtain insights into consumer behaviour, tailor services, and reduce risks. Big data may help drive strategic decision-making and competitive advantage.
Legal:
Regulatory Changes: Changes in banking rules, such as Basel III or data protection legislation, influence HSBC's compliance duties and operating expenses.
Keeping up with shifting legislative frameworks is critical for the bank's risk management and regulatory compliance operations.
Litigation Risks: HSBC is exposed to legal risks arising from litigation, regulatory investigations, and customer or counterparty disputes. Legal procedures can result in financial penalties, reputational harm, and business difficulties (Marketline, 2024).
Environmental:
Sustainability Initiatives: HSBC is committed to environmental sustainability by lowering carbon emissions, limiting environmental impact, and encouraging sustainable financial practices. Integrating environmental factors into its operations and investment decisions is consistent with worldwide efforts to combat climate change and environmental conservation.

Climate Change Risks: Climate change poses a threat to HSBC's corporate operations and investment portfolios, particularly in industries prone to environmental damage. 
Assessing and managing climate-related risks is critical to the bank's long-term viability and resilience (Marketline, 2024).


Appendix 3 Industry Five Forces Models
Threat of New Entrants: HSBC operates in a highly regulated banking business with considerable capital requirements, regulatory compliance, and economies of scale that act as entry barriers. For example, in 2020, HSBC's total assets were $2.956 trillion, demonstrating its size advantage ("HSBC Holdings Plc - Company Profile and News," n.d.). New competitors would struggle to match HSBC's worldwide reach and financial resources (HSBC plc, 2023, c).
Supplier Bargaining Power: HSBC obtains a variety of inputs from vendors, including IT infrastructure. However, HSBC's vast size and negotiating strength enable it to negotiate advantageous rates with suppliers. Furthermore, the banking industry's reliance on standardized products and services weakens supplier power.
Buyer Bargaining Power: HSBC offers a diversified client base that includes both retail consumers and big organizations. Individual customers may have little bargaining power, while huge corporate clients can negotiate better pricing depending on the volume of business they bring. However, HSBC's worldwide brand and reputation offer it negotiating power with consumers (Porter, The Five Competitive Forces that Shape Strategy., 2008).
Threat of Substitute Products or Services: In the banking market, there are several substitutes, such as fintech solutions, internet banking platforms, and nonbank financial organizations. However, HSBC's substantial branch network, internet banking options, and complete financial services reduce the risk of replacements.
Competitive Rivalry Within the Industry: HSBC confronts stiff competition from both traditional banks and non-bank financial firms worldwide (Porter, The Five Competitive Forces that Shape Strategy., 2008). 

JPMorgan Chase, Bank of America, and Citigroup are among the competitors, as are fintech businesses such as PayPal and Revolut. However, HSBC's strong brand, worldwide reach, and diverse business strategy allow it to maintain a competitive advantage in the market.

The Five Forces Analysis shows that HSBC benefits from its size, brand name, and worldwide presence, which reduce the risks provided by new entrants, suppliers, buyers, substitutes, and competitive competition in the banking business (HSBC plc, 2023, c).
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