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[bookmark: _Toc512791096]Overview of HSBC

HSBC is a multinational banking and financial company, which was founded in Hong Kong. It is world’s fifth largest bank by its number of assets while in Europe it is the largest bank, holding asset of around 2.374 trillion US$ (till December 2016). HSBC is the world’s sixth largest public company according to the report from Forbes in the year 2014. The company has 3900 offices in countries and territories all over Asia, Oceania, Europe, South America, Africa, and North America. HSBC has customer count of around 38 million. The company has four major business groups for instance, commercial banking, global banking and markets, retail banking and wealth management and global private banking (HSBC.com, 2018). HSBC earns a revenue of about 1.445 billion US$ according to the annual reports of 2017 (HSBC Bank Plc, 2017). It has an operating income of 14.292 billion US$ and net income of 11.879 billion US$. The total asset held by HSBC as per the annual report of 2017 is 2.521 trillion US$ and total equity of 190.25 billion US$.  As observed in (HSBC Bank Plc, 2017) HSBC considers their main purpose to follow the growth and connect customers with different opportunities. HSBC focuses mainly on prospering growth and economy. HSBC follows well-built strategies
 in order to gain value from international network. They focus mainly on developing their international network, so that their clients can grow their business and HSBC can expand more. In order to make social mobility globally HSBC, maintains its retail banking and wealth management markets strategically. HSBC works strategically in order to increase the global flow of trade which will increase the GDP in turn. 
HSBC is trying to expand the market economies to a huge extent by 2050. In the recent times, in the context of medium or long term mortgages, this bank offers the fix for a term period of five years at 1.74% to 60% loan to value (Warwick-Chingfirs, 2018). Along with this, a charge of £999, free valuation and basic legal work at free of cost for remortgages are also provided. However, there are certain risks that HSBC needs to manage, for instance, financial crime risk, reputational risk, sustainability risk, operational risk etc. in order to maintain sustainability. Apart from these risks, the company also need to maintain the transparency of tax, health and environment in an efficient manner. According to Lee (2018) although HSBC is largest in Europe by asset and its full year profit rose 10.9 percent before tax and amounted to 20.99 billion, yet Hong Kong listed share fell to 3.11 percent. HSBC agreed to a settlement on 1.6 billion, of a US class action lawsuit of longstanding as observed by (Arnold and McLannahan, 2016). By this settlement the bank removed one of the biggest litigation. HSBC has to face several penalties in several fields. In fact, there are ten primary types of offences that HSBC has faced, for instance, financial laundering scam, fraud cases, economic sanction violation, securities and mortgage abuses etc. Moreover, the bank also faced problems for economic sanction violation, investor protection violation, trading issues etc. Additionally, in 2015, data leaked to the press that HSBC had aided clients, spread over 200 countries who had evade taxes on accounts worth approximately $119 billion  (ET Bureau, 2016).  Also, from the report by (Arnold, 2018), this bank so agreed to pay $101.5 million penalty for the settlement of a rigging case. Thus as a next step, it is important to analyze and find out the current financial condition of HSBC, and compare it to that of Barclay’s present financial health. This would help in throwing light on the probable issues that might help both the organization to make their base stronger.
[bookmark: _Toc512791097]Financial Performance of HSBC**
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	To assess the liquidity of HSBC, the loan to deposit ratio has been calculated for the past 5 financial years.  As table 1A shows, the amount of loans has reduced to a certain extent in 2015 as compared to 2013, but from 2016 onwards, it started increasing. At the same time, the total assets of the bank also decreased till 2015 and then it started rising. On calculating the loans to deposit ratio, it can be found that the percentage has almost remained the same, with a little bit of fluctuation in 2014 and 2015. However, it is evident from the low ratio that for the past five years the earning of the bank was not high, affecting the liquidity position of HSBC to a great extent. The data for the table given below is shown in figures 1 to 6 of appendix 1.


	Table 1A: Loan to Deposit Ratio for FY 2013 - 2017

	Year 
	Total Loans (£m)
	Total Deposits (£m)
	Loans to Deposits Ratio 

	2013
	219754
	811695
	27%

	2014
	203449
	797289
	26%

	2015
	207073
	727941
	28%

	2016
	216633
	816829
	27%

	2017
	222011
	818868
	27%


Source: Author’s Calculation
	To measure the ability of HSBC in order to pay off the short term obligations with the current assets, current ratio has also been calculated in this study. It helps to provide an insight about whether there has enough cash to pay the immediate debts of the bank. As it can be revealed from table 1B (information provided in appendix 1), that the current assets, which include cash balances at the central banks, trading assets, and the items in the course of collection, has decreased at first, but gradually from 2016 onwards, the value of current assets has increased. Similarly, it can be also noticed that the current liabilities, which include trading liabilities, current tax liabilities, accruals, deferred income and the provisions, has increased to a great extent in 2017 as compared to 2013. 
	Table 1B: Current Ratio for FY 2013-2017

	Year 
	Current Assets (£m)
	Current Liabilities (£m) 
	Current Ratio 

	2013
	164842
	65551
	2.514714

	2014
	152719
	65833
	2.319794

	2015
	139271
	62840
	2.216279

	2016
	179347
	113658
	1.577953

	2017
	243326
	127529
	1.908005


Source: Author’s Calculation
Calculating the current ratio, it can be seen that for the past five financial years the current ratio was above 1, with highest in the year 2013.  It is also to be noted that the value has decreased from 2013 and it was almost 1.90 in the last financial year. Therefore the current ratio depicts that HSBC is capable of paying the short term liabilities with cash. It is evident that due to challenging market conditions in 2017, the ratio had decreased. Hence it can be said that the financial health in this context is good, therefore it is possible for the bank to maintain sustainability in the long run. 
[bookmark: _Toc512791099]Asset Quality 
	To measure the quality of the assets, a leverage ratio called debt to equity ratio has been taken into consideration to compare the total liabilities of HSBC with that of total shareholder’s equity. As it can be observed from table 2, whose information is provided in appendix 3 and 4, that the shareholder’s equity has increase at an increasing rate, with a decrease in the total liabilities till 2015. As a result, the debt to equity ratio has also started decreasing from 2013 till the last financial year. The ratio reduced from 24.1 in 2013 to almost 17.8 in 2017, measuring the ability of HSBC to repay its short term and long term obligations is decreasing day by day. 
Table 2: Leverage Ratios for FY 2013-2017
	Year 
	Total Liabilities  (£m)
	Shareholder's Equity  (£m)
	Total Assets (£m)
	Debt to Equity Ratio 
	Debt to Assets Ratio

	2013
	778776
	32370
	811695
	24.05857275
	96%

	2014
	760591
	36078
	797289
	21.08185044
	95%

	2015
	689816
	37497
	727941
	18.39656506
	95%

	2016
	776204
	39930
	816829
	19.43911846
	95%

	2017
	774819
	43462
	818868
	17.82750449
	95%


Source: Author’s Calculation
Though the ratio is decreasing, 
it is very high as compared to the ideal rate. It shows that the bank was mostly being financed by its creditors, instead of its own financial sources. It also means that HSBC has been aggressive in financing its growth by increasing its debt level, generating volatile earnings. Table 2 also reveals that the debt to assets ratio (or the loan ratio) has also been tremendously high stating poor financial health of the bank.  This also proves that the bank has faced trouble inn borrowing finance for its growth, moreover, moreover, this also indicates that HSBC has borrowed fund at a very high interest rate, thus resulting in a low rate of profitability. Moreover, the net profits fell 82 percent in 2016 as result of the effect of Brexit, damaging the profit margin to a great extent. This is in accordance to the expectation of HSBC as per the report of (The Economist, 2016), hence the higher authorities thought to transfer 1000 of its staff members from London to Paris before the vote, in order to mitigate the business cycle fluctuation to a certain extent. 
[bookmark: _Toc512791100]Capital Structure Ratio

Table 5: Capital Adequacy Ratio for FY 2013-2017
	Year 
	Total Capital (Tier 1 + Tier 2) (£m)
	Risk Weighted Assets (£m)
	Capital Adequacy ratio

	2013
	33543
	185879
	0.180456103

	2014
	33556
	243652
	0.137721012

	2015
	35603
	229382
	0.155212702

	2016
	38522
	245237
	0.157080702

	2017
	39288
	233073
	0.168565213


Source: Author’s Calculation
The above table measures the capital adequacy ratio measuring the amount of the capital HSBC retains as compared to its risk. This ratio is important to the shareholders as it shows the financial soundness of the bank.  The information of the above table has been shown in appendix 8. The tier 1 capital absorb a significant amount of loss without ceasing the trading of the bank, and the tier 2 capital holds the ability to sustain loss in the context of liquidation. However, it provides less protection to the depositors of the bank as compared to tier 1 capital. In this case, as it can be observed from the above table that HSBC is highly leveraged, hence it has been difficult for the bank to borrow funds to finance it operations and to mitigate its debt obligations.  The liabilities of this bank is much greater as compared to its capital, hence the financial risk is very much high for HSBC. For the past five financial years the bank has faced difficulty in maintaining the level of reserves, along with other regulations and shareholders’ equity. Therefore, there is decreased fund base through which the bank cannot offer loans, thus the bank need to enhance its profitability rate by taking care of the capital adequacy ratio. 
Moreover, the liquidity coverage ratio has also been taken into account to get detailed information about the highly liquid assets held by HSBC in order to meet the short term obligations. Mainly it wants to anticipate market-wide shocks in the economy. As revealed from the annual report of (HSBC Holdings PLC, 2017), the first quarter of the last financial year was 148.8 percent, while it decreased in second quarter and reached to approximately 140 percent. Though it increased in the third quarter of 2017 to a certain level, yet in the last quarter the percentage value decreased to 137.4 percent. Thus on an average, the liquidity coverage ratio was almost 141.95 percent, which reveals the total value of liquid assets needs to be held by HSBC in order to pay off its short term debt. 
[bookmark: _Toc512791101]Profitability Ratios 

	Table 3:  Profitability Ratios for FY 2013-2017

	Year 
	Net Income (£m)
	Total Assets (£m)
	Return on Assets

	2013
	2540
	811695
	0.003129254

	2014
	1389
	797289
	0.001742154

	2015
	1974
	727941
	0.002711758

	2016
	179
	816829
	0.00021914

	2017
	1842
	818868
	0.002249447


Source: Author’s Calculation
Table 3 and table 4 show the return on assets and the return on equity, which reveals the amount of earnings that will be generated from the invested capital or the assets of HSBC. This table provides with an idea about the quality of the assets of this bank. The assets are comprised of both debt as well as equity. As it can be observed from table 3, the total assets of this bank have firstly decreased till 2015 and then it has increased. Moreover, the net income has also decreased to a certain extent, as a result the table shows that the return on assets for the past five financial years seems to be not good. Therefore, it can be said that the operations of the bank are not maintained properly due to the lack of sufficient funds. HSBC can create high margins or move assets so as to improve the return value. However, as aforementioned, due to the effect of Brexit, the profit levels fell to almost US$ 248 billion in 2017 from US$ 1352 billion in 2016. This is because jobs were relocated on the basis of the assumption that Britain will leave the European Union, and hence economy got hampered financially (The Economist, 2017). 
In a similar way, the return on equity on table 4 that compared to the profit available to the shareholders of HSBC, the capital provided by the shareholders is high. This results in a low return, which depicts the fact that the management of HSBC has not efficiently managed and used the assets to generate earnings. It also indicates that the profitability of the equity was also quite low in the previous years. Hence the ability of the bank in generating profits from the investments made by the shareholders is very less. That is to say, the bank has not been efficient in using money to generate net income. So the growth of the company was very less in the previous financial years. To tackle the situation HSBC needs to manage the fund operations effectively so as to increase the profitability rate. 
Table 4:  Profitability Ratios for FY 2013-2017
	Year 
	Net Income (£m)
	Shareholder's Equity  (£m)
	Return on Equity

	2013
	900
	32370
	3%

	2014
	371
	36078
	1%

	2015
	376
	37497
	1%

	2016
	1047
	39930
	3%

	2017
	1122
	43462
	3%


Source: Author’s Calculation
The information for the above tables is shown in appendix 2 and 3. Table 4 reflects the fact that the bank has been suffering a loss during the past five financial years. This means that the bank has not been capable of generating cash internally. Hence it needs to increase the level of profitability to sustain in this competitive world. 
[bookmark: _Toc512791102]Barclays as a Competitor 
	This is a global financial service company which has extended its activities from wholesale banking and investment banking to wealth management services. The bank has more than 325 years of experience, and in spite of many odds, financial crises, international conflicts and technological revolutions, the bank still manages to achieve the organizational goals (Barclays, 2018). Being headquartered in London, presently it is operating in almost over 40 countries. With the purpose to assist people in accomplishing their ambitions, Barclays, the bank has a global presence all around the world thereby gaining strong and sustainable returns. In the recent times, the earnings of Barclays have been seen to be more as compared to that of HSBC (Barclays, 2018). Moreover, the salary structure in this bank is more arranged with an appealing look of allowances.  It is important to financially analyze Barclays as a competitor of HSBC, in order to find the strategies that are needed to be adopted by it, so that the bank can acquire competitive advantage in the modern world.  
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	An analysis has been conducted in this study to compare the financial health of HSBC to that of Barclays.  As it can be seen from table 6 (information provided in appendix 6), the loans to deposits ratio in case of Barclays was much higher in the past five years as compared to HSBC. This indicates that the ability of the former bank to cover withdrawals made by the customers is higher than that of the latter bank. To maintain its normal daily operations, these lending institutions need to maintain a certain measure of liquidity. However, though HSBC has succeeded in maintaining the limit of mandatory reserves, yet to sustain in this competitive world, it is important to ensure the viability of HSBC. In other words, money needs to be immediately available as per the needs and wants of the customers.  
                        Table 6: Loans to Deposits Ratio of Barclays for FY 2013-2017
	Loan to Deposit Ratio 

	Year 
	Total Loans (£m)
	Total Assets (£m)
	Loans to Asset Ratio 

	2013
	434237
	1343628
	32%

	2014
	427767
	1357906
	32%

	2015
	399217
	1120012
	36%

	2016
	392784
	1213126
	32%

	2017
	365552
	1133248
	32%


Source: Author’s Calculation
The figure given below compares the loans to deposit ratios for both the banks. As the ratio is low in case of HSBC, it depicts that the earnings of the bank is low as compared to its deposits. Though for both the banks the percentage almost remained the same after 2015, but the value needs to increase, that is the loan growth should increase as compared to that of the deposit growth. 


Source: Author’s Calculation
	The table given below measures the total amount of assets which are financed by the creditors of Barclays instead of the investors. That is to say, similar to HSBC, percentage of assets that is financed by borrowing is more as compared to the percentage of assets that are funded by the investors. This also indicates that as both the bank has higher debt to assets ratio, hence the financial health of both HSBC and Barclays is poor, involving a high risk to meet the debt obligations. The data for table 8 is provided in appendix 7. 
                   Table 8: Debt to Assets Ratio of Barclays for FY 2013-2017
	Leverage Ratios

	Year 
	Total Liabilities  (£m)
	Total Assets (£m)
	Debt to Assets Ratio 

	2013
	1279679
	1343628
	95%

	2014
	1291948
	1357906
	95%

	2015
	1054148
	1120012
	94%

	2016
	1141761
	1213126
	94%

	2017
	1067232
	1133248
	94%


 Source: Author’s Calculation
A comparative analysis of both these banks is shown in the following figure. It depicts that though the ratios are high in both the cases yet HSBC bank has higher amount of loans as compared to Barclays. In other words, the degree of debt financing is higher in case of the former bank. This may lead to bankruptcy and as a result the banks might be forced to sell off its assets to meet the short term and long term obligations. 

Source: Author’s Calculation
As both these banks are over leveraged, it is difficult for them to borrow money from other lenders. Other factors such as credit worthiness, payment history, and other professional relationships also matter from the perspectives of lender. However, if the cash flow dries up and the level of debt becomes high in the course of credit financing, then the entire operation might have to be compromised. 
             


             Table 10: Capital Adequacy Ratio of Barclays for FY 2013-2017
	Year 
	Tier 1 capital (£m) 
	Tier 2 capital (£m)
	Risk Weighted Assets (£m)
	Capital Adequacy ratio

	2013
	50147
	66447
	442471
	26%

	2014
	52062
	66343
	401900
	29%

	2015
	52634
	66527
	358376
	33%

	2016
	56968
	71846
	365649
	35%

	2017
	53914
	67175
	313033
	39%



It is necessary for any financial institution to maintain adequate capital in the vaults in order to sustain in this competitive world. These deposits are important to cover up the losses in case of a bad loan. The capital adequacy ratio plays a significant role in maintain the rate of inflation in an economy. As seen from table 10, whose information is provided in appendix 8, the percentage ratio has increased for the past five financial years. On the other hand, in case of HSBC it has decreased in the previous years.  This means that the ability to meet the financial obligations of Barclays is far higher than the HSBC; hence this means that the former is safer than the latter one. That is, Barclays is less likely to become insolvent in case of occurrence of any unanticipated losses as compared to HSBC. 

It is important to have a high capital adequacy ratio to ensure that the particular bank can absorb the unexpected losses and save the depositors fund. As revealed from the above figure, the ratio is low in case of HSBC so this depicts that its financial system is not much efficient and stable as compared to Barclays. The depositors fund must be given a high priority than the capital of the bank; otherwise they might lose their entire savings. 
In a nutshell, from the above analysis it can be seen that the financial health of Barclays is better than that of HSBC due to better economic performance. Though HSBC has financially improved its situation in the recent times, yet its past five financial year’s performance was not up to the mark. Hence the bank authorities need to focus on the issues so as to increase its profitability rate and gain competitive advantage. 
[bookmark: _Toc512791104]Reviewing of Contemporary Issues in Banking Sector

Banks, all over the globe, play a crucial role of financial intermediation by performing the job of transformation of risk and maturity. Other than this, they also offer servicers related to payment and settlement. It becomes highly essential on the part of the banks to maintain high levels of efficiency and productivity in their operations for the purpose of performing the above stated function in an effective manner (Chakrabarty, 2012). In every nation, banks serve as the financial intermediaries in the profit earning business (Mishkin, 2016). The banks play the role of a catalyst in order to activate and sustain economic growth of a nation (Dalmia, 2016). Being a major financial institution, the banking sector experiences some major issues in the contemporary world. Some of the major issues that are faced by the banking industry are that of non- performing assets leading to reduced profits, issue related to monetary transmission, corruption, crisis in management, etc. Some of the banks are incapable of making enough money which acts as another contemporary issue while the increasing competition from the companies related to financial technology pose as a great challenge to the banking sector. Moreover, the regulatory pressure acts as another issue in this context (Schubert, 2015).
HSBC has been facing several risks for a long period of time, which includes financial crime risk, sustainability risk, reputational risk, operational risk, health and safety (HSBC, 2017). Any act of lapse can lead to a potential reputational risk, which might lead to poor performance of the bank and trust issues from the part of the consumers. Sustainability risk is another one since the financial services provided by HSBC, must not put a negative impact on the people or the environment. As observed by Arnold (2014), a 20 per cent fall in pre-tax profits has been encountered by HSBC, which has thus lead to a challenging marketing situation in its activities of investment banking. It has been also said by HSBC that their profit declined due to no gains because of their debts, foreign exchange movements. These factors can easily affect the future performance of HSBC, since the higher non-performing assets are leading to reduced profits. Arnold (2014) revealed that the overall revenue fell by 14percent to 15.9 billion dollars and the pretax profits went down from 8.43 billion dollar to 6.79 billion dollar. These factors are bound to affect the performance of HSBC in the future. According to Arnold and Weinland (2017) it has also been noticed that almost 10 billion pound has been removed from the value of HSBC, and the annual net profit dropped by 82 percent. Moreover, Dannewitz (2013) supported that HSBC was found guilty of ignoring some specific measures made by US to prevent transactions by terrorists or drug lord. Thus HSBC was charged with criminal wrong doing in US as well as in India. These factors had led to bring down the reputation of HSBC. This is still affecting the company and seems to affect its future performance.
[bookmark: _Toc512791105]Pricing and Trading of Equity

	Financial instruments are the assets or the packages of capital of a company that can be traded. These instruments help to provide an efficient flow of capital worldwide. These also act as an evidence of an individual’s ownership over an entity. The financial instruments can be real as well as virtual documents that represent any legal agreement incorporating a monetary value. These agreements can be divided into two categories: Cash instruments and Derivative instruments. The cash instruments are directly affected and determined by the markets and they can be easily transferred in the form of deposits and loans. On the other hand the derivative instruments are the components that derive their value from the features of other entities such as assets, interest rates and exchange-traded derivatives.  Alternatively, financial instruments can also be categorized under asset class on the basis of whether they are equity-based or debt-based, where the former one represents the ownership of the assets and the latter one represent the investor’s loan to the owner of the asset. Other types of financial instruments are foreign exchange, preferred share equity, common share equity etc. In other words, these tools can be defined as a type of contract which gives rise to the financial asset of one organization while it turn into a financial liability for another organization. These monetary contracts can be created, traded, modified as well as settled. 
 In this study the financial instrument that has been chosen is equity. According to (HSBC, 2013) the ownership in a company is represented by equities. Equities are types of securities for an organization or banks. In the stock markets equities are bought and sold, that is they are traded. They can also be purchased alternatively by the Initial Public Offering (IPO) which means that they can be purchased directly from the company. It is a good option to invest on equities, and it is generally a long term investment, since the return on equities over a long period of time is generally much higher than other investment process or path. However it must be kept in mind that the probabilities of greater risk are there with the possibility of greater returns. In spite of the risks, it is evident that the equity based mutual funds are one of the vehicles through which an organization can accomplish the long term financial goals. As the ultimate source of profits is the overall growth of the economy, so the stocks need to grow at a rate that would be at least equivalent to the entire growth rate of the economy. As an investor the main task is to select the stocks that are better than the average in order to beat the general rate of the economic growth by a greater margin. For a long term capital growth, these equity based mutual fund are ideal as they can be managed efficiently with a varying risk and return scheme. 
There is a general belief that the discounted present values of all the cash flows are generally exactly equal to the value of any asset and security, which can be on the other hand derived from it in the future periods. One can easily value securities like debt using this principle since there is a finite existence. The valuation of equity is not at all simple and it represents a partnership in the business. Juneja (2014) observes that the valuation of equity is very important since the entire system of stock markets depends on it. The backbone of the modern financial system is the valuation of equity. Amongst various market participants, the allocation of the scare capital resources thus becomes easier in the modern economic system. In case of equities, the meeting point for the buyers and sellers is the stock market or the equity market. The securities that are traded in this market can either be publicly or privately traded stocks. 
Equity valuation is followed in various methods by various individuals as per Juneja (2014). There are no such pre-defined techniques for valuation of equity. However there are certain parameters that one has to follow while conducting equity valuation. One needs to understand the macroeconomic factors and the bank. No bank works in vacuum and every bank is influenced by the performance of the economy. According to Juneja (2014) when a more or less accurate prediction is made regarding these parameters, it increases the possibility of an accurate valuation. A reasonable forecast of the bank’s forecast is essential, since it provides the scale of the bank’s monetary transmissions in the near future. Thus the analyst must have an intricate forecast of the bank’s transaction in order to conduct equity valuation. There are two comparable approaches for the equity valuation. The first one looks at the market competitors of the company to get a better indication about its economic position as compared to its competitor, moreover, it also provides an idea regarding the profit margin in the current market. The common market multiples include price to earnings ratio, price to cash flow ratio, value to sales ratio etc. Another comparables approach looks at the transactions within the market to get anticipation about the value of the equity. Hence for pricing of equity, it is important to create to a range of valuation. For example, if the equity trades toward the lower end of the determined range, it is a good value. The opposite also holds true, that is to say, at the higher end of the range, if the equity is traded then a shorting opportunity might arise.
Juneja (2014) suggested that since an appropriate valuation model is required, the model needs to be chosen on the basis of the quality and type of available data. In order to determine the worth of the bank the analyst must reach an exact numerical value. However when it comes to the investors they prefers a range of amount rather than a single estimated amount. The range helps the investors to understand the lower and upper bounds. Finally a final action is required on the basis of the arrived valuation. Investors bids for the stock in the equity market by offering a certain price and the seller asks for a specific price. When both the price matches the trade takes place, and the banks as well as other organizations sells stock in order to grow their business. In a nutshell, the price of an equity or the stock price of any company or organization is calculated when the company goes to an event called initial public offering. This is where the company deals with an investment bank to use valuation techniques in order to derive the value of the company and to determine the price of the number of shares offered to the public. As the company or any other organization goes public and begins trading, the price is determined on the basis of the demand and supply of its shares within the market.  On the other hand, if the future growth of the company is anticipated to be poor, then the sellers of the stock could reduce down the share prices. In the equity market, often it happens that the investors bid for the same equities. In such a case, the first investor who places the bid becomes the first one to get the stock. An individual, who wants to buy the stock, will buy it at market value, in a similar way; a person who wants to sell the stock will follow the same market value. 
The companies or the organizations that sell stocks for an expansion of the business, it goes for a public trading, such that each piece stock represents ownership of that stock. If the financial performance of the company is good, its investors get rewarded as the value of their stocks increase. However, financial risks also occur within the prices if the performance of the company is not good and as a result its stock value might fall. There are many other activities and factors surrounding the stock which can impact its value. For instance, if there is a high demand of the investors to invest in the company, the stock price tends to increase, while at the same time when the investors want to sell the stocks of the company, the value reduces down. Moreover, the international transactions, balance of payments between nations, business cycle fluctuations also plays a major role in stock market. The equities or stocks fluctuate for both short run as well as long run, thus creating trends of the market. In other words, trends are created on the basis of four major factors i.e. government policies, international transactions, anticipation and demand-supply. Government influences the market through monetary and fiscal policies, in turn, affecting the international transactions and the economic strength.  The speculation and the anticipation thereby help in driving down the prices on the basis of future price expectation. Additionally, a change in supply or demand also helps in creating a market trend as the participants fight for the best stock price in the market. Thus these areas are interlinked with each other and helps in shaping the stock prices, thereby assist in taking the current decisions in the equity market. According to (Times of India, 2017) the main motive behind selling of stocks is raising the capital for the growth of the business. Stock exchange is the place where the stocks in the equity market are traded. Stock exchange can be a physical place as well as virtual gathering spots. An example of virtual trading spot as per (Times of India, 2017) is NASDAQ and that of a physical stock exchange is The New York Stock Exchange on Wall Street.  
In a nutshell, equity market plays an important role in perceiving performance of a company and maintaining sustainability of an economy. Whenever a bank or any other company wants to raise funds for the growth of the business or opening a new venture, it becomes important to take a loan or issue shares through the equity market. It provides a common platform for both the buyers as well as the sellers for exchanging stocks. By investing in the stocks, the traders of the equity market raise the fund for the businesses. The brokers also act as a middleman in this context to close the deal effectively. Thus it reflects how equity and valuation of equity is important for any organization. Therefore it can be said that the equity market not only provides funds for boosting a company or a firm, but also provides a common market for stock trading. It makes possible to buy and sell the stocks at any point of time, making the stocks much more liquid, in turn attracting the investors to invest in the equity market. 
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Figure 1: Total loans in 2013 and 2014
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Source: (HSBC Bank Plc, 2014)









Figure 2:  Total assets for 2013 and 2014
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Source: (HSBC Bank Plc, 2014)

Figure 3: Total loans for 2015 and 2016
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Source: (HSBC Bank Plc, 2016)




Figure 4: Total assets for 2015 and 2016
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Source: (HSBC Bank Plc, 2016)



Figure 5: Total loans for 2017
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Source: (HSBC Bank Plc, 2017)



Figure 6: Total assets for 2017
[image: ]Source: (HSBC Bank Plc, 2017)
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Figure 7: Net income for 2013 and 2014
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Source: (HSBC Bank Plc, 2014)









Figure 8: Net income for 2015 and 2016
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Source: (HSBC Bank Plc, 2016)












Figure 9: Net income for 2017
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Source: (HSBC Bank Plc, 2017)
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Figure 10: Shareholder’s equity for 2013 and 2014
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Source: (HSBC Bank Plc, 2014)










Figure 11: Shareholder’s equity for 2015 and 2016
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Source: (HSBC Bank Plc, 2016)












Figure 12: Shareholder’s equity for 2017
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Source: (HSBC Bank Plc, 2017)
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Figure 13: Total Liabilities for FY 2013 and 2014
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Source: (HSBC Bank Plc, 2014)











Figure 14:  Total Liabilities for FY 2015 and 2016
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Source: (HSBC Bank Plc, 2016)












Figure 15: Total Liabilities for FY 2017
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Source: (HSBC Bank Plc, 2017)
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Figure 16: Total Capital and Risk Weighted Assets for FY 2013 and 2014
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Source: (HSBC Bank Plc, 2014)










Figure 17: Total Capital and Risk Weighted Assets for FY 2015 and 2016
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Source: (HSBC Bank Plc, 2016)











Figure 18: Total Capital and Risk Weighted Assets for FY 2017
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Source: (HSBC Bank Plc, 2017)
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Figure 19: Total Loans of Barclays for FY 2013
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Source: (Barclays PLC, 2014)







Figure 20: Total Loans of Barclays for FY 2014
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Source: (Barclays PLC, 2014)






Figure 21: Total Loans of Barclays for FY 2015
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Source: (Barclays PLC, 2016)




Figure 22: Total Loans of Barclays for FY 2016
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Source: (Barclays PLC, 2016)



Figure 23: Total Loans of Barclays for FY 2017
[image: ]
Source: (Barclays PLC, 2017)
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Figure 24: Total assets and Total liabilities of Barclays for FY 2013 to 2017
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Source: (Barclays PLC, 2017)
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Figure 25: Tier 1 and Tier 2 capital of Barclays for FY 2013 and 2014
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Source: (Barclays PLC, 2014)



Figure 26: Tier 1 and Tier 2 capital of Barclays for FY 2015 and 2016
[image: ]
Source: (Barclays PLC, 2016)



Figure 27: Tier 1 and Tier 2 capital of Barclays for FY 2017
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Source: (Barclays PLC, 2017)



Figure 28: Risk weighted assets of Barclays for FY 2013 and 2014
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Source: (Barclays PLC, 2014) 


Figure 29: Risk weighted assets of Barclays for FY 2015 and 2016
[image: ]
Source: (Barclays PLC, 2016)


Figure 30: Risk weighted assets of Barclays for FY 2017
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Source: (Barclays PLC, 2017)
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Interests in associates and join ventures. 20 69 67 i
Goodwilland intangible assets 21 7,204 7934
Deferred tax assets & s om
Total assets 797,289 5811695
Liabllities and equity

Liabilities

Deposits by banks 2 27,59 28769
Customer accounts 2 346,507 346358
Repurchase agreements - non-trading i 235 65573
tems in the course of transmission to other banks 667 %0
Trading liabiities 23 82,600 91862
Financial labilties designated at far value 2 22552 3403
Derivatives. L] 188,278 137352
Debt securitiesin issue. 2 .97 2885
‘Accruals, eferred income and other liablities 2 12417 9158
Current tax liabities 255 9
Liablties under insurance contracts issued 2 1752 19228
Provisions 27 1700 1,707
Deferred tax fabilties 8 364 24
Subordinated iabilities 2 8858 10785
Total liabities 760591 718776
Equity

Called up share capital 32 797

Share premium account 2073

Other equity instruments 32 2,19%

Other reserves m

Retained eamings 1,580

Total shareholders’ equity 36,078

Non-ontroling nterests 620

Total equity 36,698

Total vty an izhites 707 920 <

<l il v
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Propayments, accrued incoms and other assats

Currant tax assats s
Intorosts in associates and jont ventures = 266

‘Goodwill and intangibl assets ,. 5735

Deferred tax assats g 107

Total assots at 31 Dec 816,829

Lisbilities and equity

Liabilities.

Daposits by banks 2320
‘Customor accounts 332830
Ropurchass agreements —non-trading 17.000
Ttoms n the course of transmission to other banks =
Trading labilties. = 7289
Financial labiiies Gesignatad at fair valus o 15,001
Derivatives. B 162864
Dabt sacurifies n ssus 26089
‘Accruals, dsferred incors and othr labities. = 5775
“Curront tax fabilfies 29
Liblfties under insurance contracis z 6654
Provisions = 2.057
Deferrad tax liabifies O 506
‘Subordinated fiabiltiss = 5527
Total liabiltios at 31 Doc 639516
Equity

Total sharsholders’ equity 7487
— callod up shars capital £ 797
— shars promium account 20733
— other oquty instruments £ 3584
— other raserves. 18]
— rotained carmings. 12599
Non-controling inarasts B3
Total equity at 31 Dec EXF
Total lisbiltios and oquity at 31 Doc. 727,941

The accompanying notes on pages 76 1o 136 and the audited sections of the ‘Strategic Report: Financial summary’ on pages 10 1o
13 and the ‘Report of the Directors' on pages 22 to 56 form an integral part of these financial statements.
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Propayments, accrued incoms and othar assets:

Currant tax assats
Intorests in associates and joint ventures &

‘Goodwilland intangibls assats &

Dafarred tax assats O

Total assets at 31 Doc 18,868 516829
Liabilitis and oquity

Lisbilities.

‘Daposis by banks. 29,349 23682
Customor acoounts 381,546 575,252
Ropurchass agreemants - non-rading 37,775 19,709
Ttoms in the courss of transmission to other banks. 1,089 &7
Trading liabitos £ 106,49 5393
Financal liablties dasignated at fair valus £l 18,249 13485
Darivatives 2 140,070 190,092
Dbt securtes in fssus 13,286 16,140
“Accruals, deferred incoms and other abilties E3 6615 6792
‘Currant tax ibilfiss 3 a00

Liabilties undor insurance contracts z 21,033 19724 |
Provisions = 1,796 2451 E
‘Doforrod tax iabilies O 933 284

‘Subordinated labities £ 16,494 8421

Total liabilities at 31 Dec 772,819 776204

Equity

Total shareholders” oquity 43,62 39350

— called up shars capital E2 797 797

"~ shars premium account - 20733

— other squiy instruments Ed 3781 3781

~other resarves 2744 1882

— retained earnings 36,140 12737

"Non-controlling interests 587 695

Total equity at 31 Dec 24,089 30625

Total liabilities and equity at 31 Dec 516,865 516829

The accompanying notes on pages 84 10 143 and the audited sections of the “Strategic Report: Financial summary’ on pages 9 to 16 and
the ‘Report of the Directors’ on pages 20 to 64 form an integral part of these financial statements.
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for each period
On 1 January 2014, CRD IV came into force and capital
and RWAS at 31 December 2014 are calculated and Key capital numbers
presented on the group’s interpretation of final CRD IV (Unaudited)
legislation and final rules issued by the PRA. A3t December
‘The capital and RWAs on a CRD IV basis incorporate the 014 2013
effect of the PRAs final rules as set out in the PRA Capital resources (Em)
Rulebook for CRR firms. This transposed various areas of CET 1" Core Tier 1 Capital a0 2438
Ter 1 Capital 508 24108

national discretion within the final CRD IV legislation into Tor oot sm | mas
UKlaw. In its final rules, the PRA did not adopt most of — o8 B
the CRD IV transitional provisions available, instead Risk Weiqhted Assets ()
opting for an acceleration of the CRD IV end point Counterparty Credit Risk 30,364 16450

" Non-Counterparty Credit Risk 168,600 120450
definition of Common Equity Tier (CET) 1. However, the o |
CRD IV transitional provisions for unrealised gains were e usot|| 2930
applied, such that unrealised gains on investment Market R Py
property and available-for-sale securities are not Operationi i 2o 2200
recognised for capital until 1 January 2015, Total Risk Weighted Assets 24365 185879
For additional tier 1 and tier 2 capital, the PRA followed Capital Ratios
the transitional provisions timing as set out in CRD IV to CET 1Core Tier 1 87 121
apply the necessary regulatory adjustments and TotalTer 1 103 120
deductions. The effect of these adjustments is being TotalCapita 138 180
phased inat 20 per cent per annum from 1 January 2014 4 Ger s new measure o capitalntroduced by CRD I which
to1 lanuary 2018, replaces theprevious Basel 2 measure, Core Tier 1. Captal

‘measures introduced by CRD IV differ signifcantly o previous

Furthermore, non-CRD IV compliant additional tier 1 and measures

tier 2 instruments benefit from a grandfathering period
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Individual banking subsidiaries are directly regulated by their
local banking supervisors, who set and monitor their capital
‘adequacy requirements. Since 1 January 2014, our capital at
group level is calculated under CRD IV and supplemented by the
PRA Rulebook 10 effect the transposition of CRD IV directive
requirements.

Our policy and practice in capital measurement and allocation
at the group level is underpinned by the CRD IV rules. In most
jurisdictions, non-bank financial subsidiaries are also subject to
the supervision and capital requirements of local regulatory
authorities.

‘The Basel il framework, similarly to Basel I is structured
‘around three “pillars’: minimum capital requirements,
supervisory review process and market discipline. Basel il also
introduces a number of capital buffers, including the Capital
Conservation Buffer (‘CCB’), Countercyclical Capital Buffer
(‘CCyB), and other systemic buffers such as the Globally/Other
Systemically Important Institutions (‘G-SII’ “O-SII') buffer. CRD
IV legislation implemented Basel il in the EU, and in the UK, the
“PRA Rulebook’ for CRR Firms transposed the various national
discretions under the CRD IV legislation into UK requirements.

total capital
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managed. Our Pillar 3 Diclosures 2076 are published on

HSBC's website, www.hsbc.com, under ‘Investor Relations’

Capital overview

Key capital numbers

Capital rosources (Em)

Common equity ter 1 capital

Tor 1 capital

“Total reguiatory capital

Risk Woightod Assots (£m)

Non-Counterparty Crodit Fisk.

Counterparty Crodi Fisk

Warkst Risk

Operational Fisk.

Total Risk Weightod Assets

Capital Ratios (%)

Common oquty tir 1

Totaltier 1

Total capital.

Reached end of page, continued from top
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Capital measurement

The PRA is the supervisor of the bank and lead supervisor of the
group. The PRA sets capital requirements and receives information
on the capital adequacy of the bank and the group.

Individual banking subsidiaries are directly regulated by their local
banking supervisors, who set and monitor their capital adequacy
requirements. Since 1 January 2014, our capital at group level is
calculated under CRD IV and the PRA Rulebook.

Our policy and practice in capital measurement and allocation at
the group level is underpinned by the CRD IV rules. In most
jurisdictions, non-bank financial subsidiaries are also subject to
the supervision and capital requirements of local regulatory
authorities.

‘The Basel lll framework, like Basel Il is structured around three
“pillars’: minimum capital requirements, supervisory review
process and market discipline. Basel il also introduces a number
of capital buffers, including the Capital Conservation Buffer
(‘CCRY), Countercycical Capital Buffer (‘CCyB'), and other systemic
buffers such as the Globally/Other Systemically Important
Institutions (‘G-SII'/0-SII’) buffer. CRD IV legislation implemented
Basel Illin the EU, and in the UK, the 'PRA Rulebook’ for CRR
Firms transposed the various national discretions under the CRD
IV legislation into UK requirements.

Regulatory capital
Our capital base s divided into three main categories, namely

common equity tier 1, additional tier 1 and tier 2, depending on
their characteristics.

* Common equity tier 1 (‘CET 1') capital is the highest quality
form of capital, comprising shareholders” equity and
related non-controlling interests (subject to limits). Under CRD
IV various capital deductions and regulatory adjustments are
made against these items; these include deductions for
‘goodwill and intangible assets, eferred tax assets that rely on
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Annual Report and Accounts

O || Q search

Annual Report and Accounts 2

Disclosures 2017 are published on HSBC's website,
www hsbe.com, under ‘Investor Relations'.

x |

n @

Capital overview

Key capital numbers

R
Feomome 2017200
Availablo capital (€m) v
‘Common equity ter 1 capital 27400 3500
Tor 1 capital 3224330218
“Total reguiatory capital 39288 38522
Riskcwoightod assets (€m]
Craditrisk. 164,767 _1639%
Counterparty credit sk 24018 28505
Warkst risk 20978 24975
Operational isk 23310 273
Total risk woightod assots 233,073 226237
Capital ratios (%)
Common equity ter 1 s 02
Totaltier 1 [ 123
Total capital. 169 157
Loverage ratio
Ter 1 capital (Em) 31166 28853
“Total lsveraga ratio xposure messurs (Em) 787.220 733415
Lovrage ratio (] z a0 E)

1 Capitalfigurs ara raported on = ransioonal basie.
2 Laverage ratio s catulated on  uly phasedin basis
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Asat 31 December 2013
On-balance sheet
‘Cash and balances af centralbanks 5ee7 a5Ee7
tems in the course o collecton from other banks 1,087 187
Trading portolo assets
Debt securies 84560 84560
Traded loans 1.647 11647
Totaltrading portolo assets 207 207
Financia assets designated at i value
Loans and advances 18695 (6840) s
Debt securies a2 - - a2
Reverse repurchase agreements 532 - (5.006) 317
Other fnancial assets &7 - - - 78
Totl financlal assets designated L %53 - ERE0) EEECH
Derivative financial nstruments 350300 (75807 (6733 _ (1.888) 17007
Loans and advances o banks a2 (o1 ESEERT) %]
Toans and advances tocustomers
Home loans 17952 - @m) o701y 2333
Credit cards, unsecured and other retai leding 70378 © 018 (sse @ 48379
Corporate loans 184322 (9366) (175) (s2079) 2) 124540
Total loans and advances to custome; 434237 __(6374) _(219%) (236659) 175252
Reverse repurchase agreements and other similar secured lending 186773 (784.856) 783
Avalable for sle debt securtes 1258 [z} £
ther assets 7558 - — 5%
62748 (G8525) (45864) _(0278) 467489
Of-balance sheet
Contingent bilties 19675 ags) (s (s 17088
Documentarycredis an other short term rade rlated transactions 750 @ 6y @ 7
Forwardstartng reverse repurchase agreements 1993 Z (19565) -
Standey faciltes, credit nes and other commitments 254855 0200 (0159 (529) 230847
Total off-balance she: 295246 (2304) (10709 (3085 249,184
Total 155795 (90188) (41233 (486573) _(13367) 716633
&
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As at 31 December 2014
On-balance sheet:
‘Cash and balances at central banks 39595 39595
Ttems in the course of colection from other banks 1210 1210
ing portfoio asses:
Debt securties 65,997 65997
Traded loans 2693 2693
Total trading portolio ssets 68,690 68690
Financialassets designated affairvalue
Loans and advances 20198 (6657) 13202
Debt securtes 4448 - - 4448
Reverse repurchase agreements 5236 - - s 433
Other fnancialassets 469 = = = - a6
Total financial assets designated at ai value 30351 = @8) (1460) (1) 18552
Derivative inancial instruments 39909 (353631) _(#4047) _ (8231) _(6683) 27347
Loans and advances to banks 211 (01) - (8%) _ (176) 37065
Loans and advances to customers
Home loans 166974 - @) es3s) @15 1496
Credit cards, unsecured and other rtail lending 69022 - (94 (16433) (18%) 49739
Comoratelans 191771 (9162)  (620) (40201) (5122) 136666
Totalfoans and advances o ustomers 427767 (.162) (184) (221.023) (7833) 187,901
Reverse repurchase agreements and other simila secured lending 131753 - — (130,135 — 161
vallable forsale debt securites 85,539 = - @m) @2 86
Other assets 1680 = = ~ — 1680
Total on-balance sheet 1268705 (363.805) (45943) (375.645) (15.385) 467927

Off-balance sheet:
Contingent labiltes 21263 @81) (848 @0) 19364
Documentary credits and other short term trade reated transactions. 1,091 © ® @ 107
Forward starting reverse repurchase agreements 13856 - (13841 - 1s
Standby faciltes credt nes and other commitments 276315 (57) (17385)  (193) 257680
Total off-balance sheet 312525 (1.264) _(2082) _(1.066) 278,133

Total 1581230 (363.805) (47.187) (407.727) (16451) 746060
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As 3t31 December 2015

‘On-balance sheet

‘Cash and balances a central banks N} N}
Trems in the course of collection from other banks Tort Tor
Trading portflio asses:

Deb securtes 45576 - 45576
Traded loans 2474 ) 1) 186
Total trding portiolo assets 8050 - o) () 7442
Financial assets designated at far value:

Loans and advances 7913 @) (5850) nsz
Debt secuies 1383 - - 1383
Reverse repuschase agreements 9513 @15) (49027) 1
Other financial assets 75 - - 75
Total fiancial assets designated at far value X — %) G 3456
Derivative financial instruments 327700 _(255562) _(34.918) _ (1.484) 201%
Loans and advances to banks 4135 - @) __6072) 37.205
Loans and advances to customers

Home loans. 155863 - @) (5353 653
Cret cards,unsecured and other retai lending 67840 (12)  (.07) (14512) ) 50479
Corporate loans. 175514 (83%) (593) (45788 116333
“Totalloans and advances to customers 39217 (8411)__(189) (213655) T67.465
Reverse repurchase agrecments and other similar secured lending 78,167 - (6)_ (@21619) (0]
Financialinvestments - debt securlties 89278 - - @) _@n wes
Other assets 1410 - - - BT
“Total on-balance sheet 1055106 _(267993) (37313) (310.146) (13716) 425937

Off-balance sheet:

Contingent abities 20576 609 (1408 (104 18360
Documentary credits and other shortterm rade-related tansactions 845 @ ) @ =
Fonward starting reverse repurchase agreements £ - o) - 2
Standy faciiies.crect nes and other commitments 281369 (13 _(4156)  (662) 25623
Total off-balance sheet 302883 (650) _(5712)__(769) 275452

Total 1357989 _(267993) (38764 (335858) (14.485) 701389
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As 3t 31 December 2016
‘On-balance sheet

‘Cash and balances at central banks 102353 02353
ems in the course of colletion from other barks 1467 1467
Trading portolio asets:

Debt securties 38789 - - 38789
Traded loans 2975 R ) 2705
Total trading portiolo assets a1764 ER) ad0
Financial assets designated at far value

Loans and adkances 10519 an (07 5963
Debt securties 7 E E 70
Reverse reputchase agreements 63162 (688) (62233) 241
Other financial assets 262 = = - .
Total fnancial assets designated atfir value 72013 — (05 (66340 (332) 6536
Derivative inancial instruments 346626 (73607) (@1641)  (8282) (5.205) 17,89
‘Loans and advances to banks 351 - (@) (48%) (2 38329
‘oans and advances to customers:

Home loans 144765 - (84 (43912) - e
Credit cards, unsecured and othe retai lending 57,808 - @) (5258 (05) 52220
Comorate loans 190211 (8622)  (320) (52029) (5087) 124153
Total loans and advances 1o customers 392784 (8622)  (139) (201,199) (5.182) 177,042
Reverse repurchase agreements and other simiar secured lending 13454 - @9)_(13.242) 33

ot fonss

Financial investments - debt securities 62879 = - (23) (1286) 61060

Other assets 1205 - - - T
Total on-balance sheet 1079796 _(282.224) _(43.168) (394762) (12.127) 447515

Off-balance sheet
Contngent labilties 19308 @4 (403 (30 18128
Documentary crects and othr short-term trade-relaed transactions. 1005 @) 09 @ %0
Forward stating everse repurchase agreements 2 - @9 - -
‘Standby facite, credt s and other commitments 302657 (21) (26524) (1.704) 274108
Total off-balance sheet 323594 (592) _(27.99) _(1.837) 293.1%

Total 1403390 (282204) (43760) (G22731) (13.964) 740711
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“and nancal vestment deb securibes m he period have drven he increase i the Croup's nel exposure o cred rsk. Trading poroho iabiny
positions, which to. signicant extent economically hedge trading portio assets but which are not held specificallyfo isk management
purposes, are excluded from the analyss. The credi quality of counterparties to deiatives, inancal investments and wholesaleloan assets are
predominantly investment grade. Further anaysis on the credt qualty of asets is presented on pages 142 to 143,

Where colateral has been obtained n the evet of defait the Group does ot as a rule, use such assets fr its own operations and they are
usuallysold on a timely bass. The carrying value of assets held by the Group as at 31 December 2017, 25 a esult of the enforcerment of collateral,
was Enil (2016: £16m)

As 3t31 December 2017
‘On-balance sheet

‘Cash and balances a central banks 71082 = = E — 7108
Items in the course of collction from other banks 2153 E = E 2
Trading portfolio asets:

Debt securiies 51.200 = = = - s
Traded loans 3140 - - qm - 301
Total trading portioio assets 54340 = B (FL)] — sam
Financial assets designated at far value:

Loans and advances 11,037 - (0) (sa7) (e 4756
Debt securiies 15 = = E z 1s
Reverse repurchase agreements 100,040 - (6) (90428) - s
Other financial assts 519 = = = - s
Total financial assets designated at far value TiTeT — (866) (104335)  (44) 5476
Derivative financial mstruments 237,669 _(184265) _(33.092) _(6.170) _(5.885) 8257
‘Loans and advances to banks 35663 - 6 (s83) (7)) 35037
Loans and advances to customers

Homeloans 147,002 - (158) (146559) - 2w
Credi cards, unsecured and other retai lending 55,767 - @) @) (6 sisis
Corporateoans 162783 (6617)  (224) (45819) (4341) 105782
Total loans and advances to customers 365552 (6617)  (623) (196368) (4357) 157567
Reverse repurchase agreements and other simila secored lending 12,546 - ~_(12.226) ERYT)

Financial investments - debt securites 57.129 - — (4e3)  (s33) ssen
Other assets 565 E = E )
Total on-balance sheet 1048614 (190887 (34587) (320863) (11.476) 490,806
Off-balance sheet:

Contingent ablties 19012 - @’ () () 698
‘Documentary credits and other short-term rade-related transactions 812 - @) an @ om0
Standby facitis,credit nes and other commitments 314761 - (46) (31.058) (1753) 281904
Total off-balance sheet Ta585 —(@91) (32551) (1.985) 209658

1383199 _(190882) _(34.78) (353414) (13.461) 790,464
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Financial review

As at31 December
ssets

Cash and balances at central banks V102 102353 49711 39695 45687
Hems n the course of collecton from other banks 2153 47 10n 1210 1282
Trading porfolo assets 113760 80240 77348 114717 133069
Financial assets designated a fai value 116281 78608 76830 38300 38968
Denvative financial nstruments 27669 346626 327709 439909 350300
Financialivestments S8916 63317 90267 86066 91756
Loans and advances to banks 35663 43251 41349 42111 3942
Loans and advances to customers 365552 392784 399217 427767 434237
Reverse repurchase agreements and other simiar secured lending 12546 13454 28187 131753 186779
Assets included in disposal groups classfied as held for sle 1193 71454 7364 - -
Other assets 18433 19572 21019 36378 22128
Tota assets 1133248 1713126 1120012 1357906 1343628
Liabiltes

Deposis from barks 37723 48214 47080 58390 55615
Hems n the course ofcollecton due o other banks a6 66 103 1177 1359
Customer accounts 420021 423178 418242 427704 431998
Trading portfolo kabiites 37351 3487 3397 45124 53464
Finanial abilties designated at i value 3718 %6031 91745 56972 6479%
Denvative financia instruments 28345 340487 324252 439320 347118
Debt securiies i ssuer 73314 75932 69150 8609 86693
Subordated iabiites 286 23383 2467 21153 21695
Repurchase agreements and other similar secured borrowings 4033 19760 25035 124479 196748
Liabiltes included in disposal groups clasified a held forsale - e 5997 - -
Other abities 13050 1416116200 31530 20193
Tota lsbities 067232 1.141.761 1054148 1291948 1275679
Equity

Called up share capital and share premium 22045 2182 2158 20809 19887 °

Other equity instruments 8941 6449 5305 432 2063
Other reserves 5383 6051 1898 2724 249
Retained eamings 275% 30531 31021 31712 33186
Total equity excluding non-controling interests 63905 64873 59810 59567 55385
Non-controling inerests 2011 6492 6054 6391 8564
Total equity 66016 71365 65864 65958 63940
Tota labiltes and equity 1133248 1713126 1120012 1357906 1343628
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A5 2131 December
ully Loaded Common Equly Ter T
PRA Transitonal Common Equty Tier 1
PRA Transitionl Ter 1
PRA Transitonal Total CaptaP
As 31 December
Sharehalders'equity (excluding non-controlling Tnteress) perbalance sheet 5567
~ Less: Other equityinstruments (recognised 25 AT! capital) 322)
Adiustment to retained earings for foreseeable didends (©15)
Mincrity interests (amount allowed in consolidated CET1) 127 123
Other regulatory adjustments and deductions
Additional value adjustments (PVA) @199) @479
Goodhwill and intanible assets ®127)  (7618)
Deerted tax asets that rely on futue proftabity excluding temporary diferences (1080)  (1.045)
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PRA transitional total regulatory capital w36
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Risk review

As at 31 December 2014
Personal and Corporate Banking 70080 20226
Barclaycard 18.492 39907
Aftica Banking 21794 38521
Investment Bank 36829 122402
Head Office 2912 5568
Total Core T50.107 6624
Barclays Non-Core 15,416 75,276
Totalrisk welghted assets 169523 401,900

As at 31 December 2013
Personal and Corporate Banking ness 118285
Barclaycard 15676 35660
Aftica Banking 21807 38046
Investment Bank 3215 124380
Head Office 7760 16226
Total Core 750093 $2597
Barclays Non-Core 2677 109874
Total rsk weighted assets 17970 G247t

As at T anuary 2014 w1 727
Book size 60 (158)
Acaquistions and disposals ©3) (3
Book quality @) 12
Model updates s (9
Methadology and policy 13 @6
Forelgn exchange moverent: -

Other 26 1)
“As at 31 December 2014 491 52

RWAS decreased £40.6bn to £401.3bn, driven by

= Book size decreased £17.4bn driven by trading book is reductons within th Inestment Bank and BNC, partially ffset by growth i loans and
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s 2t 31 December 2016

RWAS increased £7.2bn 10 £365.6bn, drven by:

= book size ncreased RWAS by £1.4bn primarly due o an increase n trading activity in Barclays nterational and business growth n corporate
and consumer lending patially ofset by securtisaton transactons

= acqusiions and disposal decreased

004 by £6.6bn primarly due o the undown of Non-Core portolos, including the sale of Portug
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