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[bookmark: _Toc216685913]1. Introduction
Within an increasing globalized financial environment, multinational banking institutions are required to carefully realign their international strategic structures vis-a-vis the economic, institutional and cultural dynamics of the host countries. This report provides an in-depth discussion of international activities of HSBC Holdings plc, a leading and global banking and financial services organization, and its involvement with Brazil as an emerging economy. Using the theory of multinational enterprise, the Ownership-Location-Internalisation (OLI) paradigm and cross-cultural frameworks, the report provides a critical analysis of HSBC's global value chain, market entry versus operational challenges. This research is especially sensitive to the impact of cultural and institutional variations in the United Kingdom and Brazil on strategic choices, organisational performance, and adaptation of the standard operating procedures that need to be made to ensure successful performance in new markets.
[image: HSBC Holdings PLC: Navigating the ...]
[bookmark: _Toc216685964]Figure 1: HSBC Holdings plc

[bookmark: _Toc216685914]2. Benefits and Challenges of International Operations: HSBC
[bookmark: _Toc216685915]2.1 Designation of HSBC as a Multinational / Transnational Corporation
[image: HSBC Holdings plc]
[bookmark: _Toc216685965]Figure 2: HSBC Holdings plc Logo
HSBC Holdings plc can be definitely classified as multinational corporation (MNC) and TNC (Transnational Corporation) specifically due to the scale, scope and integration of its international operations. MNC can be defined as a company based in one country and owns or has control over value-generating operations in several other countries (Gratton, 2025). HSBC meets this criterion as it operates in over 50 countries and territories and therefore caters for personal, corporate, and institutional clientele on a global scale (HSBC Holdings plc, 2025).
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[bookmark: _Toc216685966]Figure 3: HSBC Global Market Presence
HSBC also shows main transnational features, which include centralized strategic governance, as well as marked proximity to local reactions. While governance, risk management, capital, and brand strategy at the group level are centrally coordinated from the United Kingdom, operational decisions are tailored to the host countries with regard to regulations, culture, and institutions (HSBC Holdings plc, 2025; Abdelaziz et al., 2025). The balance between the globalisation process and local adaptation aligns with the TNC paradigm, under which companies internalise the benefits of cross-border operations and, at the same time, flexibly adapt to the needs of local markets (Kocúrek, 2024).
[image: What is the difference between a multi-national corporation (MNC) and a  trans-national corporation (TNC)? - Quora]
[bookmark: _Toc216685967]Figure 4: Multinational vs Transnational Model
[bookmark: _Toc216685916]2.2 Nature of HSBC’s Global Operations Across the Value Chain
[bookmark: _Toc216685917]2.2.1 Research, Knowledge Creation and Innovation
HSBC's research and innovation activities are sprinkled throughout the world but are strategically coordinated. In order to assist with investment decisions in different regions, HSBC Global Investment Research provides macroeconomic, equity, sustainability and digital finance and thematic research (HSBC Global Banking and Markets, 2025). 
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[bookmark: _Toc216685968]Figure 5: HSBC Global Investment Research
Concurrently, HSBC Innovation Banking offers support to early stage and scaling enterprises in the fintech, climate technology and deep technology sectors, including nascent sectors like in space manufacturing (HSBC Innovation Banking, 2025). All of these actions strengthen the informational advantage of HSBC and concentrate the assets of the ownership character on the arena of global finance.
[image: Our brand | HSBC Innovation Banking]
[bookmark: _Toc216685969]Figure 6: HSBC Innovation Banking Focus

[bookmark: _Toc216685918]2.2.2 Sourcing, Operations and Risk Management
The policy in operational sourcing at HSBC is focusing on global talent, technological platforms, and specialized services. Its fundamental risk, compliance, legal, finance, sustainability, and internal audit activities are aligned under Global Functions, both ensuring uniformity in governance and simultaneously addressing country-specific risks (HSBC Holdings plc, 2025). Efficient, efficient control frameworks and standard operating procedure (SOP) complement efficiency, quality of service delivery and regulatory conformity among nations (Rukmana, 2023; Hadi et al., 2025).
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[bookmark: _Toc216685970]Figure 7: HSBC Core Organisational Values

[bookmark: _Toc216685919]2.2.3 Production of Financial Services
In addition, HSBC has not produced physical goods but provides financial services including corporate, global markets, trade finance, wealth management, and investment banking. As an example, HSBC focuses on export finance, foreign exchange, and global market solutions in the process so companies that are engaged in international trade, not the mass retail banking industry (HSBC, 2025; Unlock LatAm, 2025). This service-based value chain allows HSBC to go global without having to bear higher physical asset intensity as compared to manufacturing multinational corporations.
[image: HSBC Financial Services Fund]
[bookmark: _Toc216685971]Figure 8: HSBC Financial Services Ecosystem

[bookmark: _Toc216685920]2.2.4 Sales, Distribution and Client Engagement
Sales and distribution is conducted via relationship-oriented banking frameworks, reinforced by local teams with a solid market acumen. The focus of HSBC on sales, investment, and advisory activities highlights the importance of trust, long-term relationship with clients and tailored solutions in the framework of global banking (HSBC Holdings plc, 2025). Digital platforms play an important role in the distribution of the reach and the increase of the operational efficiency, especially when it comes to cross border payment and trade finance (HSBC, 2024).
[image: How BaaS is broadening the boundaries of banking | Insights | HSBC]
[bookmark: _Toc216685972]Figure 9: HSBC Digital Distribution Model

[bookmark: _Toc216685921]2.2.5 Financing and Capital Allocation
The broad global footprint ensures effective mobilisation and capital distribution of HSBC across markets. International diversification allows for the redistributing of capital from developed markets to high growth regions, which reduces the volatility of earnings and increase risk-adjusted earnings (Freedom24, 2023). The centralised treasury and funding activities play the role of strengthening liquidity management, and at the same time ensure that host-country regulatory requirements are met (Habib et al., 2025).
[image: Treasury Transformation | Insights | HSBC]
[bookmark: _Toc216685973]Figure 10: HSBC Global Treasury Structure

[bookmark: _Toc216685922]2.3 Entry Modes Used by HSBC in International Markets
HSBC pursues a range of foreign market entry modes and thus reflects the institutional conditions prevalent, regulations and strategic priorities (Belaounia et al., 2016; Zhou et al., 2025).

[bookmark: _Toc216685923]2.3.1 Home Country: United Kingdom
In the United Kingdom, HSBC has presence in subsidiaries and branches that are wholly owned, thus, having complete strategic control of their operations in the domestic base. The United Kingdom is the global head, easing, and regulatory anchor of HSBC, enabling vital governance and choices (HSBC Holdings plc, 2025).
[image: What is a Wholly-Owned Subsidiary, Partly-Owned Subsidiary or an Equity  Investment? – CFO SECRETS]
[bookmark: _Toc216685974]Figure 11: Wholly owned subsidiaries

[bookmark: _Toc216685924]2.3.2 Brazil
[image: Foreign Direct Investment: Definition, Example, Pros and Cons]
[bookmark: _Toc216685975]Figure 12: Foreign Direct Investment Strategy
Traditionally, HSBC had gained entry into Brazil by acquisitions and full-service banking operations, and this had aligned it with the foreign direct investment (FDI) strategies that multinational banks usually seek in emerging markets (Marcopolis, 2012). Nonetheless, due to the complexity of the regulation and strategic refocusing, HSBC ceased its sector of the retail banking business and finalized the divestiture of its Brazilian business in 2016, while preserving its presence with a focus on corporate, trade-finance, and global markets activity business (The Asian Banker, 2016; Chambers et al., 2025). The change regarded can be considered the dynamic adaptation of a strategic entry and exit strategy, which depends upon institutional risk factors.
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[bookmark: _Toc216685976]Figure 13: HSBC Brazil Market Exit
[bookmark: _Toc216685925]2.3.3 China and Hong Kong
In China and Hong Kong, HSBC uses wholly owned subsidiaries, branches and strategic partnerships, which demonstrates a long-term commitment to Asia as an engine of growth (HSBC Holdings plc, 2025). The regulatory restrictions in China require gradual market entry, incomplete ownership, and increased cooperation with regulatory bodies, further supporting institutional theory views of foreign bank entry (Abdelaziz et al., 2025).
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[bookmark: _Toc216685977]Figure 14: HSBC in China–Hong Kong
[bookmark: _Toc216685926]2.3.4 United States
In United States, HSBC has historically utilized branch networks as well as subsidiaries, however, recent restructuring initiatives have led HSBC to selectively dissociate itself from mass retail, banking activities in favor of focusing on wealth as well as firm banking (Brooks, 2025). This shows a portfolio approach to market-entry strategies in different markets.
[image: HSBC HOLDINGS plc]
[bookmark: _Toc216685978]Figure 15: HSBC United States Presence

[bookmark: _Toc216685927]2.3.5 Dominant Entry Mode
HSBC's main channel of entry in the foreign markets is foreign direct investment mostly through the establishment of wholly owned subsidiaries and branches, while other strategic actions include selective acquisitions and collaborative alliances where regulatory frameworks require sharing of ownership (Bouzidi et al., 2024).

[bookmark: _Toc216685928]2.4 Key Benefits Derived from HSBC’s International Operations
[bookmark: _Toc216685929]2.4.1 Risk Diversification and Earnings Stability
The diversification of the HSBC geographic and economic risk exposures is made possible by the international operations of the organization. Exposure across multiple markets ensures that the reliance on any one economy is lowered and therefore adds to the resilience in the event of downturn in any one region (Freedom24, 2023).
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[bookmark: _Toc216685979]Figure 16: Risk Diversification and Stability

[bookmark: _Toc216685930]2.4.2 Economies of Scale and Scope
Global operation also allows the HSBC to share technology, compliance systems and research spending with other markets hence creating economies of scale. Concurrently with these developments, economies of scope arise due to the provision of integrated solutions which cut across the areas of trade finance, foreign exchange and capital markets (Gratton, 2025; Habib et al., 2025).

[bookmark: _Toc216685931]2.4.3 Access to Growth Markets
These early and consistent presence in high-developing areas, especially Asia and emerging markets, has provided HSBC with benefits in terms of capturing increased trade flows, wealth creation, and investment demand (HSBC Holdings plc, 2025; IMARC Group, 2025).
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[bookmark: _Toc216685980]Figure 17: HSBC Emerging Markets Growth

[bookmark: _Toc216685932]2.4.4 Knowledge Transfer and Learning
Cross border operations are facilitating organisational learning and knowledge transfer. Insights gained in one market can be knowledge transferrable to other areas in order to achieve service innovation and operational improvement (Hendriks et al., 2023).

[bookmark: _Toc216685933]2.4.5 Strategic Positioning in Glocalisation
The large, distributed network of HSBC makes the institution a key catalyst of glocalisation, hence supporting firms which require glocal connectivity as well as strong local compliance strength (HSBC, 2024). This kind of positioning creates greater loyalty of clients and creates competitive advantage.
[image: Glocalisation | Università Cattolica del Sacro Cuore]
[bookmark: _Toc216685981]Figure 18: Glocalisation Strategy

[bookmark: _Toc216685934]3. OLI Framework and International Market Entry: HSBC in Brazil
[bookmark: _Toc216685935]3.1 Introduction: OLI Paradigm and Banking Internationalisation
The Ownership-Location-Internalisation (OLI) paradigm provides a powerful analytical framework for analyzing the foreign market entry choices of multinational enterprises, particularly in those sectors of regulated services, such as banking (Kocúrek, 2024). For the multinational banks, their choice of entry mode toward the host market is not only based on the advantages of the firm but also the institutional constraints of the host country as well as the transaction costs (Belaounia et al., 2016; Abdelaziz et al., 2025). 
[image: OLI framework. OLI: ownership, location, and internationalization. |  Download Scientific Diagram]
[bookmark: _Toc216685982]Figure 19: OLI Paradigm Framework
The section is a critical analysis of the role of ownership, locational, and internalisation advantages to the entry, restructuring and partial exit strategies of HSBC operations in Brazil, a developing economy with complex institutional arrangements and competitive forces.

[bookmark: _Toc216685936]3.2 Ownership Advantages and Entry Mode Implications
The ownership advantages of HSBC have its base in the global brand reputation, robustness of capital, prowess in risk management, and in international trade finance (Gratton 2025, HSBC Holdings plc, 2025a). These firm-specific resources allowed HSBC to first seek high-control entry modes, such as wholly owned subsidiaries and acquiring businesses in Brazil, which is in harmony with the OLI forecast that high ownership benefits underline FDI-based entry (Kocúrek, 2024).
[image: HSBC Business - Your partner for growth | HSBC Brazil]
[bookmark: _Toc216685983]Figure 20: HSBC Ownership Advantages Brazil
HSBC's significant experience in cross border trade finance and global markets equipped the institution to take advantage of the growing export sector of Brazil and this is done through instruments such as foreign exchange, structured trade finance, and international funding solutions (Marcopolis, 2012; HSBC, 2025). In the theoretical aspects, the ownership advantages happen to neutralize the liability of foreignness and consequently justify the deeper commitment into the market (Zhou et al., 2025). 
Nonetheless, ownership advantages of HSBC proved less transferable to the mass retail banking arm of Brazil, where the domestic incumbents had better local knowledge, distribution networks and embeddedness within the regulatory process (Unlock LatAm, 2025; Chambers et al., 2025). The affected limitation brought weakness to full-scale internalisation sustainability.
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[bookmark: _Toc216685984]Figure 21: Brazilian Banking System Complexity

[bookmark: _Toc216685937]3.3 Location Advantages and Institutional Constraints in Brazil
Locational advantages in Brazil are substantial, with the availability of a large domestic market, diverse economy, emerging capital markets, and strategically positioned in reference to the movement of its trade within Latin America (IMARC Group, 2025). The factors mentioned above were what initially led HSBC towards the development of the full-ground production banking, a step that fit the OLI logic, which presupposes that the favourable market size and growth opportunities are the incentives to foreign direct investment (Kocúrek, 2024).
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[bookmark: _Toc216685985]Figure 22: Brazil Investment Banking Market Growth

Nevertheless, the institutional environment of Brazil imposed simultaneous constraints on HSBC's choice of entry modes. Banking is a field that is highly regulated, often has domestic rivalry with alternating competitive pressure, very high compliance expenses, and constantly developing regulatory demands (Chambers et al., 2025; Abdelaziz et al., 2025). These conditions increased operational risk and at the same time reduced the efficiency of foreign-owned retail banking operations. Empirical studies reveal that in some institutional systems, foreign banking institutions are faced with an increased risk of default in their adoption of wholly internalized organizational structures without proper local adjustments (Saleh et al., 2022).
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[bookmark: _Toc216685986]Figure 23: Brazil Banking Regulatory Environment
Consequently, while Brazil's advantages of the location supported the choice of market entry, they did not endorse with information the full internalization of all value chain activities, thus triggering HSBC to reassess the type of its presence.

[bookmark: _Toc216685938]3.4 Internalisation Advantages and Strategic Retrenchment
The advantages of internalisation are associated with the benefits of keeping the control over the activities that contribute to value creation, instead of relying on the market-related arrangements (Kocúrek, 2024). The HSBC Group initially centralised the Brazilian operation to protect proprietary systems, risk mitigation and service quality standards (Habib et al., 2025; Hadi et al., 2025). Strong internal controls were especially essential in areas such as credit risk management, factoring in anti-money laundering compliance, and global treasury operations.
[image: Brazil Retail Banking Market Size & Outlook, 2033]
[bookmark: _Toc216685987]Figure 24: Brazil Retail Banking Growth
However, expenses of internalization have over time overshadowed the profits gained in the Brazilian retail banking industry. Increased compliance requirements, cultural dislocations, and inefficiencies in operations have reduced the profitability of internalization operations (Bouzidi et al., 2024). In line with this, HSBC Get out of Brazilian retail banking by a process of divesting its domestic business, selective retention of internalised corporate and institutional operations, including trade finance and global market services (The Asian Banker, 2016; HSBC, 2025).
The shift in the strategy is a partial model of internalisation whereby HSBC continues to internalise high-value and globally integrated activities, while avoiding full acquisition of segments where market-based models or client-focused models are more efficient (Ko, 2019; Zhou et al., 2025).

[bookmark: _Toc216685939]3.5 Critical Evaluation of OLI Outcomes in the HSBC–Brazil Case
The HSBC Brazil case shows that the benefits of OLI are not bottlenecked, but they are dynamic. Whilst both ownership and locational advantages supported entry based on foreign direct investments in the early stages, the progressive development of institutional pressures has diminished the net benefits related to internalisation in retail banking (Kocuerek, 2024; Abdelaziz et al., 2025). The reorganization that follows by HSBC aligns with broader strategic simplification and accountability efforts at the group level, which, in turn, implies a repositioning of the international strategy of the institution on areas of undivided competitive advantage (Brooks, 2025; HSBC Holdings Plc, 2025).
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[bookmark: _Toc216685988]Figure 25: Brazil Institutional Investment Pressures
Notably, HSBC's continued presence in the Brazilian market through corporate banking and export finance shows that the OLI framework does not require total exiting as it shows a selective reconfiguration of entry modes. The current results support the modern critique of the OLI paradigm, which compels the need to introduce adaptive and portfolio-based internationalization strategies to the uncertain and unstable emerging economies (Zhou et al., 2025).

[bookmark: _Toc216685940]4. Cultural Differences and Their Impact on HSBC’s Entry Strategy and Success in Brazil
[bookmark: _Toc216685941]4.1 Context: Why culture matters for banks entering emerging markets
For a global bank like HSBC, successful market entry is dependent on a confluence of factors beyond regulatory compliance and macroeconomics. Key determinants include cultural alignment within its leadership, the cultivation of customer trust, the fulfilment of service expectations and the adherence to compliance norms (Alegbeleye, 2025; Khan et al., 2021). 
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[bookmark: _Toc216685989]Figure 26: Culturally Adapted Market Entry
The liability of foreignness can be aggravated by cultural distance and increase coordination costs and deteriorate performance in the event that a bank transfer home-country routines are not adapated (Korzeb et al., 2022; Saleh et al., 2022). HSBC's international strategy, as well as the bank's long historical experience in serving global client requirements, indicate an impressive ability for the bank to conduct its cross-border operations. Nevertheless, the institution must still prioritize on robust localisation efforts within cultures that are disparate markets (HSBC Holdings plc, 2025a, HSBC, 2024).

[bookmark: _Toc216685942]4.2 UK–Brazil cultural distance (Hofstede dimensions) and strategic meaning
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[bookmark: _Toc216685990]Figure 27: Hofstede dimensions UK and Brazil
The figure outline a significant cultural divide between Brazil and the United Kingdom, which has a direct managerial practice and international operations implication. The higher power distance found in Brazil (69 in comparison to 35 in the United Kingdom) indicates a greater acceptance of hierarchical arrangements and centralized authority as opposed to the United Kingdom which favors flatter organizational structures and a more decentralized approach to decision-making. The level of individualism in the United Kingdom is quite high (76) compared as to Brazil that has a high collectivist orientation (36). Such difference implies that more importance is placed on interpersonal relationships and group loyalty in Brazil. The high score in Brazil's uncertain avoidance dimension (76), thus a strong preference for structured formal rules of action, extensive procedural structures and a systematic prevention of risks rather than a tolerance for ambiguity, unlike the United Kingdom which shows a comparatively higher tolerance for ambiguities (Khan et al., 2021; Korzeb et al., 2022). Also, the relative long-term orientation of the United Kingdom remains comparatively strong (60 vs. 28) and seems to have a more strategically oriented view of the future. Consequently, the differences noted require United Kingdom-based enterprises entering Brazil to adjust their modes of leadership, governance frameworks, and operational procedures based on the expectations of the local culture in order to be more effective and legitimate (Alegbeleye, 2025).

[bookmark: _Toc216685943]4.3 Implications for HSBC’s market entry strategy in Brazil
[bookmark: _Toc216685944]4.3.1 Entry mode choice: control versus legitimacy
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[bookmark: _Toc216685991]Figure 28: Brazil Banking Competitive Intensity
Foreign banks operating in culturally and institutionally elaborate markets often face a trade-off between high- control entry (wholly owned subsidiaries, direct foreign-direct investment (FDI)) and legitimacy-building entry (alliances, owning a controlling interest, selective presence) (Belaounia et al., 2016; Abdelaziz et al., 2025). The high uncertainty avoidance characteristic of Brazil increases the expectations of stable processes and conspicuous guarantees, such as branch credibility and strong customer support. These elevated expectations can cause the entrants to implement internalised structures in order to protect service consistency and risk controls (Habib et al., 2025; Hadi et al., 2025). However, the existence of strong home competitors and the nature of the banking environment in Brazil increases the cost of complete internalisation and can dilute the results of foreign banks, which favours a more discriminating, client-oriented strategy (Unlock LatAm, 2025; Chambers et al., 2025; Bouzidi et al., 2024).

4.3.2 Governance and decision-making design
[image: Group structure | Investing in HSBC | HSBC Holdings plc]
[bookmark: _Toc216685992]Figure 29: HSBC Governance Structure Simplification
In Brazil, high levels of power distance are related to a strengthened acceptance of hierarchical structures and to marking explicit lines of authority within organisational settings. Unless HSBC is adaptive in implementing a flatter, UK-style governance rhythm, it would be susceptible to creating role ambiguity, frustrating local execution, hence, poor responsiveness and service quality (Alegbeleye, 2025; Saleh et al., 2022). The recent emphasis HSBC is placing on simplification, clarity of accountability, and reducing layered co-management signifies a shift from a group level towards greater precision of ownership of decisions; that is especially beneficial in markets where the importance of ownership of hierarchical clarity is valued (Brooks, 2025; HSBC Holdings plc, 2025c.). Subsequently, entry strategy in Brazil would likely require greater local executive autonomy in a strict risk management structure, as opposed to a strictly centralized UK decision control (HSBC Holdings plc, 2025; Habib et al., 2025).

[bookmark: _Toc216685945]4.3.3 Relationship-based market development
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[bookmark: _Toc216685993]Figure 30: HSBC Brazil Export Finance
Within more collectivist environments, it is often true that the survival of business then depends on networks, trust, and strategic investments in long-term relationships. This dynamic affects the way banks win over corporate customers and support SME export chains makes relationships managers and local credibility essential to the successful implementation of the market entry (Alegbeleye, 2025; HSBC, 2025).  HSBC's Brazil-focused export financing proposition is an entry logic that leverages relationship-based trade flows as opposed to direct competition among all retail segments (HSBC, 2025). This strategy is also consistent with empirical evidence, showing that foreign banks do better when focusing on market segments that have unique cross-border advantages (Bouzidi et al., 2024; HSBC Global Banking and Markets, 2025).

[bookmark: _Toc216685946]4.4 Implications for success in Brazil after entry
[bookmark: _Toc216685947]4.4.1 Service expectations, SOP discipline, and trust
[image: ]
[bookmark: _Toc216685994]Figure 31: Service expectations, SOP discipline, and trust
High uncertainty avoidance is likely to add to the demand for predictably structured services, documented procedural frameworks and articulated mechanisms for dispute resolution. As a large corporation, adapting its standard operating procedures (SOPs) and customer journeys to the local expectations of linguistic preferences, interactions speed, and the current documentation norms could reduce customer satisfaction and retention (Rukmana, 2023; Rahareng, 2021). In banking institutions efficacy of SOPs depends upon systematic supervision and employee endorsement of cultural incongruity may affect and reduce the adhering protocols and reliability of services (Rahareng, 2021; Habib et al., 2025). This especially serves the very competitive banking industry in Brazil whereby customer experience and confidence are essential points of differentiation (Unlock LatAm, 2025; Chambers et al., 2025).

[bookmark: _Toc216685948]4.4.2 Risk culture and compliance effectiveness
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[bookmark: _Toc216685995]Figure 32: Risk culture and compliance effectiveness
Cultural dissimilarities in interpretation of regulatory frameworks, protocols for escalation and accountability influence operational risks outcomes directly (Habib et al., 2025; Hadi et al., 2025). Local teams can also develop controls perceived as a foreign bureaucracy, leading to performance that is not inherent but instead due to performance pressure, as a result, increasing the conduct and operational risks in a highly regulated system (Saleh and Al Tuwaijri, 2022; Habib et al., 2025). HSBC in business practices and its expectations of suppliers emphasises the need of having partners and business operations aligned with standards of the group and maintaining the local legitimacy (HSBC Holdings plc, 2025).

[bookmark: _Toc216685949]4.4.3 Strategic sustainability and the risk of misfit
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[bookmark: _Toc216685996]Figure 33: Strategic sustainability and the risk of misfit
The historical experience of HSBC in Brazil, which resulted in the decision to pull out of the country, is an exemplary case of how cultural and institutional malady can trigger strategic retrenchment when profitability or strategic integrity poses a challenge (The Asian Banker, 2016; Marcopolis, 2012). More generally, empirical research on overseas risk shows that inadequate adaptation and complexity of governance are likely to increase the likelihood of failure in foreign markets (Saleh et al., 2022). Therefore, it has larger opportunities to succeed in Brazil when the bank is focused on globally interconnected niche markets, i.e. trade, corporate banking, and global markets, instead of trying to implement a universal banking model in the whole country (HSBC, 2025; HSBC Global Banking and Markets, 2025; Bouzidi et al., 2024).

[bookmark: _Toc216685950]5. Strategic SOP Adjustments Required for HSBC’s Success in Brazil
[bookmark: _Toc216685951]5.1 Rationale for SOP Adaptation in an Emerging Economy Context
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[bookmark: _Toc216685997]Figure 34: SOP Localisation and Governance
Standard Operating Procedures (SOPs): SOPs form part of the pillars for service consistency, risk reduction and regulatory compliance in the context of Multinational Banking. Nonetheless, HSBC operates under the assumptions of weak power distance, weak uncertainty avoidance, and strong individual accountability that are not fully similar to the cultural and institutional contexts of Brazil, hinging on the standard operating procedures that are developed within the domestic setting of HSBC in the United Kingdom (Khan et, al, 2021; Alegbeleye, 2025). According to the OLI framework, if institutional and cultural variables vary significantly from the home market, companies will find themselves having to adjust their internal governance mechanisms and operating processes in order to maintain the benefits of internalisation (Kocúrek, 2024). It has been revealed that inability to localise standard operating procedures is among the key reasons why the performance is sub-optimal, and withdrawal happens in foreign banking markets (Saleh et al., 2022).
Utilizing HSBC's historical experience, the complexity of the regulation within Brazil and the cultural distance, three major Standard Operating Procedure (SOP) modifications are critically recommended.

[bookmark: _Toc216685952]5.2 SOP Adjustment 1: Governance, Decision-Making and Accountability Structures
[bookmark: _Toc216685953]5.2.1 Need for hierarchical clarity and local authority
[image: Decision Making Governance Structure Requirements PPT PowerPoint]
[bookmark: _Toc216685998]Figure 35: Hierarchical Governance and Accountability
The scores of power distance are much higher in Brazil than in the United Kingdom, which indicates a greater acceptance of the hierarchical system, formal authority, and clear reporting relationships (Khan et al., 2021; Korzeb et al., 2022). Standard operating procedures (SOPs) developed in the United Kingdom, emphasizing on flatter organisational structures, informal pathways for escalation, and consensus driven decision-making, may engender ambiguity and impede execution in the Brazilian context (Alegbeleye 2025). Through the OLI lens, this type of misalignment dilutes the rewards of internationalisation by increasing the costs of coordination and the cost of operation (Kocúrek, 2024).
HSBC should therefore amend its governance standard operating procedures to ensure that decision rights are formalized, managerial authority is clarified at national and business line levels and overlapping accountability is reduced. This observation is in line with the recent group-wide restructuring of HSBC that should simplify the structures and single-point accountability (Brooks, 2025; HSBC Holdings plc, 2025).

[bookmark: _Toc216685954]5.2.2 Balancing global control with local legitimacy
[image: ]
[bookmark: _Toc216685999]Figure 36: Balancing global control with local legitimacy
Although global risk oversight must always remain centralized, policies and procedures should explicitly provide greater local discretion on client onboarding practices, relationship management, and operational prioritization where this discretion still works within pre-approved risk thresholds. Literature on the topic of foreign banks in emerging economies suggests that the performance and legitimacy of these institutions gets strengthened when local leadership is inspired using a strong global control apparatus (Abdelaziz et al., 2025; Bouzidi et al., 2024). Absent the presence of such balance, foreign banking institutions risk being viewed as externally imposed ones, thereby undermining the engagement of employees and the level of trust from the customers (Saleh et al., 2022).

[bookmark: _Toc216685955]5.3 SOP Adjustment 2: Risk Management, Compliance and Process Formalisation
[bookmark: _Toc216685956]5.3.1 Responding to high uncertainty avoidance
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[bookmark: _Toc216686000]Figure 37: Compliance Versus Risk Control
The increased uncertainty avoidance in Brazil creates increased concerns that a high level of expectations ensures attention to procedural instructions, documentation, and retrospective results (Khan et al., 2021). SOPs that put a lot of emphasis on professional judgement and flexible interpretation, which are characteristics of UK banking culture, may increase perceived risk and loss of confidence on the part of Brazilian employees, clients and regulators (Korzeb et al., 2022).
Therefore, HSBC should adjust its SOPs, such as improving the granularity of processes, encompassing thorough compliance checklists, defining the triggers of the escalation and increasing the internal controls frequency. Empirical evidence finds that having thorough standard operating procedures boosts service reliability and reduces the risk of operation in the emerging market banking environment (Rukmana, 2023; Hadi et al., 2025).

[bookmark: _Toc216685957]5.3.2 Embedding compliance through supervision and training
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[bookmark: _Toc216686001]Figure 38: Embedding compliance through supervision and training
The literature regarding the operational risk highlights that the effectiveness of standard operating procedures depends on how they are designed as well as on the processes of supervision and reinforcement (Rahareng, 2021; Habib et al., 2025). In Brazil's complex regulatory environment, HSBC is recommended to enhance standard operating procedure aligned training, certification, and supervisory mechanisms to ensure that employees internalise compliance norms instead of seeing them as externally imposed direction.
In the lens of internalisation, this would reduce the conduct risk and protect the ownership benefits of HSBC in the governance, reputation, and regulatory credibility (Kocúrek, 2024; Hadi et al., 2025). In addition, the framework supports HSBC's Environmental, Social and Governance (HSBC ESG) goals and commitments to responsible business practices by ensuring that suppliers and partners follow standardised procedural norms (HSBC Holdings plc, 2025).

[bookmark: _Toc216685958]5.4 SOP Adjustment 3: Relationship Management, Client Engagement and Cultural Embeddedness
[bookmark: _Toc216685959]5.4.1 Shifting from transaction-driven to relationship-driven SOPs
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[bookmark: _Toc216686002]Figure 39: Cultural Impact on Customer Engagement
In Brazil, a relatively low individualism rate and a relatively high relational orientation mean that long-term trust, personal relations, and network-based interaction are key factors of business success (Alegbeleye, 2025). Standard operating procedures imported from the United Kingdom, which are focused on efficiency, automation, and speed of transactions, may deactivate relationships between depth and reduce customer loyalty in Brazil (Khan et al., 2021).
HSBC should, therefore, restructure their client facing standard operating procedures especially in areas of corporate banking, export financing as well as in global markets to allow the relationship managers more flexibility, shortening of engagement, and customize clients’ solutions. The presented approach is in line with HSBC's strategic focus on trade finance and its international clientele with distinguishable from the mass retail banking in Brazil (HSBC, 2025; HSBC Global Banking and Markets, 2025).

[bookmark: _Toc216685960]5.4.2 Aligning SOPs with glocalisation strategy
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[bookmark: _Toc216686003]Figure 40: Aligning SOPs with glocalisation strategy
The recent experiences of HSBC highlight the principle of glocalisation, which blends international integration with domestic adaptation to the changing international business trends (HSBC, 2024). Standard Operating Procedures should contain market intelligence and linguistic modification at a local level, as well as cultural communication protocols, while simultaneously maintaining global service standards.
Financial institutions that utilize culturally adaptive relationship practices is better performance and sustainability in the emerging markets as compared to the institutions that solely rely on standardized global models (Hendriks et al. 2023; Bouzidi and Arbi Nefzi 2024). This adjustment is another step forward to mitigate the risks of cultural misfit that compared to the past have contributed to HSBC's withdrawal from Brazilian retail banking business (The Asian Banker, 2016; Marcopolis, 2012).

[bookmark: _Toc216685961]5.5 Integration with OLI and Strategic Implications
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[bookmark: _Toc216686004]Figure 41: Integration with OLI and Strategic Implications
Together, these SOP modifications cement the ownership advantages of HSBC, which is its risk expertise and governance systems, and which are also consistent with the culturally and institutionally specific realities of Brazil, and the benefits of internationalisation through coexisting cost of coordination and the bridging of legitimacy gaps (Kocúrek, 2024; Abdelaziz et al., 2025). In the absence of such adaptations, the rigidity of Standard Operating Procedures might erode HSBC's competitive(bank) position and facilitate recurrence of underperformance patterns observed in previous international operations (Saleh et al., 2022).

[bookmark: _Toc216685962]6. Conclusion
The report was a critical examination of the global operations at HSBC with special reference to the role of the company in doing business with Brazil as an emerging country based on the multinational enterprise theory, OLI paradigm, and cross-cultural analysis. The analysis of the discourse confirmed the status of HSBC as a multinational and transnational enterprise, and this is a global integrated, yet local, responsive model of operation. The value chain analysis and entry mode analysis of the HSBC shows that ownership benefits in dealing with risks, with the international market, and trade finance lead to the internationalisation, and the institutional and cultural distance (specific to Brazil) do not allow a total internalisation. 
The application of the OLI framework shows that the strategic retrenchment of HSBC from retail banking in Brazil is a dynamic reassessment of ownership, location and internalisation advantages, rather than inherent failure of the process of internationalisation for the firm. In addition, the comparative cultural evaluation of the two countries United Kingdom and Brazil showed that the difference in power distance, uncertainty avoidance as well as relational orientation made a considerable impact on the governance, compliance and customer involvement results. Finally, the suggested changes to the SOPs respect the importance of harmonization of international standards with the cultural and institutional realities of each country. Through aggregate evaluation, it can be statistically seen that the ongoing achievements of HSBC in emerging markets such as Brazil are subject to conditional operational closeness, culturally sensitive changes and reliance on continual re-establishment of global strategic context.
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HSBC announces completion of sale of its

Brazil business
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On 8 June 2016, HSBC Holdings ple (‘HSBC’) announced that it had received all necessary regulatory approvals for the
sale of its entire business in Brazil, comprising HSBC Bank Brasil S.A — Banco Multiplo and HSBC Servicios e
Participacoes Ltda (collectively ‘HSBC Brazil), to Banco Bradesco SA (‘the Transaction’) and that completion of the
Transaction was planned for early July.

‘The Transaction successfully completed on 1]uly 2016.
Progress in executing HSBC’s strategy

The sale of HSBC Brazil represents a significant step in HSBC’s stated goal to optimise its global network and reduce
complexity. Based at 31 March 2016, the Transaction was expected to decrease Group risk-weighted assets by around
US$37bn and increase the Group’s common equity tier 1ratio by c.65bps.

As previously announced, HSBC has maintained a presence in Brazil to serve large corporate clients with respect to
their international needs.

Accounting treatment

Based on the net assets of HSBC Brazil including allocated goodwill at 31 March 2016 of US$4.3bn, the Transaction
would have generated a gain on sale (net of tax and transaction costs) of cUS$0.6bn before the recycling of foreign
exchange losses previously recognised in other comprehensive income. After the recycling of foreign exchange losses,
there would have been an accounting loss on sale of cUSSL7bn. Neither the allocated goodwill nor the recycling of
foreign exchange losses impact the regulatory capital that will be generated from the disposal at Group level.

‘The purchase price and impact of sale will be further adjusted for the change in net asset value for the period up until
the completion date of 1July 2016.

Re-disseminated by The Asian Banker
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As His Majesty's (HM) Government prepares its ‘China audit, policy decisions
should not be influenced by misplaced fears that the Chinese Communist
Party (CCP) aims to replace HSBC Group in Hong Kong with a Chinese state-
owned bank.

‘This ‘Investigator’ demonstrates that these fears are unfounded, and even if it
were the case, for various reasons which the piece explains, the CCP would
not be able to replace HSBC Group with a viable state-owned option.
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Navigating the vast of Brazilian
Banking System

The Brazilian banking system is one of the largest and most complex in Latin America. For businesses and
investors looking to enter Brazil, understanding this system is crucial. Navigating the banking landscape
effectively can open doors to new opportunities, while missteps may lead to costly delays and compliance issues.
This article provides a clear guide to the Brazilian banking system, helping you grasp its structure and key
elements to support your market entry.

Overview of the Brazilian Banking System

The Brazilian banking system consists of various financial institutions regulated primarily by the Central Bank of
Brazil. These include commercial banks, investment banks, development banks, and other specialized entities.

Together, these institutions provide a wide range of services such as credit, investment products, and payment
processing. The system plays a vital role in Brazil's economy by faciltating capital flow, supporting businesses,
and serving consumers across the country.

Types of Banks in Brazil
Banks in Brazil fall mainly into public and private categories. Public banks like Banco do Brasil and Caixa Econémica
Federal have a strong presence and often support government economic programs.

Private banks such as ltaii Unibanco and Bradesco dominate the commercial sector with extensive networks and
advanced digital services. Additionally, international banks operate in Brazil, focusing mostly on corporate clients and
investment services.

Understanding these differences is essential for choosing the right partners and financial services.
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Brazil Investment Banking Market Overvie:

The Brazil investment banking market size reached USD 8.2 Billion in 2025. Looking forward, IMARC Group
expects the market to reach USD 15.8 Billion by 2034, exhibiting a growth rate (CAGR) of 7.58% during 2026-
2034. Economic growth, increasing foreign direct investment (FDI), a robust capital markets environment,
regulatory reforms, improved corporate governance, the rising demand for mergers and acquisitions (M&AS),
and an enhanced focus on infrastructure projects and private equity investments are some of the major factors
propelling the growth of the market across Brazil

fiepert Attributs _

Base Year 2025

Forecast Years. 20262034
Historical Years 20202025
Market Size in 2025 USD 8.2 Billion
Market Forecast in 2034 USD 15.8 Billion

Market Growth Rate 2026-2034 7.58%




image24.png
Growing Regulatory Reforms

Ongoing regulatory reforms aimed at improving corporate governance and transparency create a more favorable
environment for businesses. These reforms encourage companies to seek financing and advisory services, further
stimulating the demand for investment banking activities. According to industry reports, there have been relevant
changes concerning the regulation of revolving loans in Brazil, most recently by the amendment of CMN Resolution
No. 4,549 of January 26, 2017, by CMN Resolution No. 5,112 of December 21, 2023 (‘Resolution 5,112/23"). The
main changes involved the granting of financings related to the outstanding balance of credit card and other post-
paid payment instrument invoices and entered into effect immediately (with the limitations applying to credit
transactions entered into beginning on January 1, 2025). Additionally, Resolution 5,112/23 also amended matters
related to the portabilty of credit transactions and disclosure of information in the contracting of credit transactions
provided for in other regulations, which entered into effect on July 1, 2025.
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Brazil Type - Retail Banking Market, 2021-2033

80

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

Market Size (US$B)

# HORIZON




image26.jpeg
_oa i

Net inflow by
country
2019
$65 billion

Spain

France

irect Investment, Net Inflow

Billion USD.

Foreign
120 X

100

8

60

3

40

20

© 2005 2010
Source:Brazif's Central Bank, WorldBank,1BGE,International Moetary Fund

Porto Alegre @,

Brasilia ¢

( "» Waning Foreign Investment Puts Pressure

on Brazil's Fragile Economy

Ease of Doing Business Ranking

1 New Zealand

2019 & 2020 2019 &2020

index  Protection of Foreign Direct Investment
= Brazil
I Latin America
us.
! = Germany
8

Belo Horizonte @

S&0 Paul

/
|
)
J
/ 6
{
RiodeJaneio @
sl
y
0

2021
(Jan. - Sept.)

IS

N

Index of Shareholders"
Power

Index of Manager's
Responsibility

Index of Transaction
Transparency

The higher the index, the safer the investment

Percent Increases in Inflation and Interest Rates

16
— Inflation
— Interest rate

14
12

10

IS

2016 2018 2020

© 2021 Geopolitical Futures

2014




image27.png
Market Entry Strategies Tailored to Cultural Differences

@Understand the Cultural Context
Localize Marketing and
Communication
Build Relationships and
0—o Networks

Adapt Pricing and Payment
Methods

Respect Local Laws and
Regulations





image28.png
7% 7%
69 5 69
60 59
49
35 36 35
I I I !
Motivation
Power . towards Uncertainty Long Term
! Individualism . - B Indulgence
Distance Achievement and Avoidance Orientation

Success




image29.jpeg
LatAm’s five biggest
banks are all in Brazil
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You need strategies an

Exports solutions to help you
navigate an uncharted

environment

Contact us

A facility granted to Clients who are Exporters or Suppliers
from an Export Chain, that provides a competitive source
of funding to be applied in the production of goods and
services.

Services & benefits:

« Funding with competitive rates
o Lower cost due to nature of the product
« No minimum or maximum tenor

« International indexes
HSBC differentiator:

« HSBC is your trusted partner focused on providing personalized service and agility for
business transactions that will allow you to expand operations with the international
support you need. We are highly experienced in international trade with over 150 years of
experience and operations in over 50 countries and territories.

Who can benefit from it:

This products will allow you as an exporter company from Brazil 1o access a reliable and low-
cost source of funding to conduct business worldwide.
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Service expectations
SOP design

Employee behaviour
Trust and confidence

Strategic implication

*Brazil’s high uncertainty avoidance increases demand for
structured, predictable banking services with clear rules
and processes (Khan et al., 2021).

«Customers expect documented procedures, transparent
dispute-resolution mechanisms, and reliable service
delivery (Unlock LatAm, 2025).

*SOPs must align with local language, interaction speed,
and documentation norms to avoid service dissatisfaction
(Rukmana, 2023).

*SOP effectiveness depends on supervision and employee
acceptance; cultural misfit reduces compliance and service
reliability (Rahareng, 2021).

«Consistent SOP adherence strengthens customer trust. a
key differentiator in Brazil’s competitive banking sector
(Chambers et al., 2025).

Localised SOPs enhance retention, service quality, and
legitimacy for foreign banks (Habib et al., 2025).
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Cultural Differences in cultural norms influence how regulations, escalation
LI I procedures, and accountability are understood, directly affecting
operational risk outcomes (Habib et al., 2025).

(R M Local teams may perceive global controls as foreign bureaucracy,
weakening genuine compliance and increasing conduct risk
(Saleh and Al Tuwaijr, 2022)

Compliance Superficial compliance driven by performance pressure reduces
behaviour control effectiveness in highly regulated environments (Hadi et al
2025)

Suppli HSBC requires suppliers and partners to align with group-wide risk
alignment and_governance standards while maintaining local legitimacy
(HSBC Holdings pic, 2025).

Risk Embedded risk_culture improves operational resilience and
[EOT PP Y rculatory credibility in emerging markets (Habib et al., 2025).
impact
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mmmm  Historical evidence

*HSBC'’s exit from Brazil illustrates how cultural and institutional misfit can drive strategic
retrenchment when profitability and coherence are threatened (The Asian Banker, 2016).

+Inadequate cultural adaptation increases coordination costs and weakens strategic
integration in foreign markets (Marcopolis, 2012).

*Governance complexity Complex governance structures and insufficient localisation
heighten overseas failure risk (Saleh et al.. 2022).

mm  Strategic focus

+Concentrating on globally connected niches (trade. corporate banking) improves alignment
with HSBC’s core strengths (HSBC. 2025).

mmmm  Sustainability outcome

*Selective market participation enhances long-term strategic sustainability in emerging
economies (Bouzidi et al., 2024).
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Decision making governance structure requirements

The side showcasesthe factors that should be faken into account whie establishinga goverance structure to enable effective decision making.  covers goverance s poltical, governance i not management, engage stakeholders atal levels, establsh

clear oles and responsibites, estabish oversight bodes, focus on prioies, atfend fo detals, address conflct buld n feedback.

09. Build in feedback

 Develop a feedbackloop formprovement
and montoring
o Addtexthere

i A
08. Address conflict é‘; 2
o Creste wel-developed mechanism -

fo deal wih ssues.
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07. Attend to details
o Focus on minute detais
o Addtexthere

06. Focus on priorities

o Focus on selective decisions thatheavly
impact performance as a whole
o Addtexthere

01. Governance is political

o Addressissueslke:
+ Wno i responsibl for make specific decision
+ Follow-upprocedure
+ Addtexthere

o Addtexthere

02 Governance is not management

o Establsh mks for decision making (denification of
responsiblendividuals and procedures o make.
decisions)

o Addtexthere

03. Engage stakeholders at all levels

Balance the need and interests of
multiple stakeholders (idenifcation
and understanding of stakenolders.
perspectives)
o Addtexthere

04. Establish clear roles and responsibilities

o Determine:
+ Responsible ndividuals for decision
making
+ Accountabifty
+ addtexthere
o Addtexthere

05. Establish oversight bodies

o Setup a weldeveloped centraized supervision body
o Addtexthere
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Local discretion

Leadership role

Employee
engagement

Customer trust

*Centralised risk oversight ensures consistency, regulatory
compliance, and protection of HSBC’s ownership
advantages (Habib et al., 2025).

*SOPs should allow controlled flexibility in client
onboarding, relationship management, and operational
priorities within approved risk limits (Abdelaziz et al.,
2025).

*Empowered local leadership improves institutional
legitimacy and operational effectiveness in emerging
markets (Bouzidi et al., 2024).

Excessive centralisation can reduce employee commitment
and weaken adherence to procedures (Saleh et al., 2022).

Balanced global local governance enhances credibility and
trust among local clients (Abdelaziz et al., 2025).
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Compliance and risk management:
How do they differ?

Compliance management Risk management

Focus is adhering to external requirements Focus is managing internal & external uncertainties
Scope limited to regulatory & contractual obligations  Scope is broader, encompassing all enterprise-wide risks
Prescriptive approach, based on specific frameworks Customized approach, based on unique objectives

More reactive strategy, responding to mandates More proactive strategy, anticipating risks before impact
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ECLET Z AT SOP success depends on design, supervision, and continuous
reinforcement within daily operations (Rahareng, 2021).

[TEMECReSI S Brazil's complex regulatory environment fequires structured
training and formal certification mechanisms (Habib et al., 2025)

Compliance SOP-aligned training helps employees injemalise compliance
ternalisation norms rather than viewing them as external impositions (Hadi et
al., 2025)

Risk reduction Embedded compliance reduces conduct and operafional risk,
protecting HSBC's governance and reputation advantages
lrek, 2024

(Kocurek, 2
=LIcPTTTTT Strong supervision ensures suppliers and partners comply with
HSBC's ESG and responsible business standards (HSBC
Holdings plc, 2025)
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The Impact of Cultural Values on Customer Engagement
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*Glocalisation integrates global standards with local adaptation to respond to changing international
business conditions (HSBC, 2024).

*SOPs should incorporate local market intelligence, language adaptation, and culturally appropriate
communication protocols (Hendriks et al., 2023).

Service consistency

*Global service quality and risk standards must be preserved alongside local flexibility (HSBC Holdings
ple, 2025).

Performance impact

«Culturally adaptive relationship practices enhance performance and sustainability in emerging markets
(Bouzidi and Arbi Nefzi, 2024).

Risk mitigation Localised

*SOPs reduce cultural misfit risks that previously contributed to HSBC’s withdrawal from Brazilian retail
banking (The Asian Banker. 2016).
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« SOP adaptations reinforce HSBC’s ownership strengths in
1isk expertise, governance, and global control systems
(Koctrek, 2024).

Localised SOPs reflect Brazil’s cultural and institutional
realities, improving operational fit (Abdelaziz et al., 2025).

Adapted SOPs reduce coordination costs and help bridge
legitimacy gaps in emerging markets (Koctirek, 2024).

Rigid, standardised SOPs may weaken competitiveness and
repeat patterns of international underperformance (Saleh et
al., 2022).

OLI-aligned SOP integration supports sustainable
internationalisation and long-term performance (Abdelaziz et
al., 2025).
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