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} Financial Highlights of the HSBC Trinkaus Group

Results in €m

Operating revenues

Net loan impairment and other credit risk provisions
Administrative expenses

Operating profit

Profit before taxes

Tax expenses

Net profit for the year

Balance sheet figures in €m

Total assets

Shareholders’ equity

Ratios

Cost:income ratio of usual business activity in %
Return on equity before tax in %

Net fee income in % of operating revenues
Funds under management and administration in €bn
Employees

Share information

Number of shares issued in million

Dividend per share in €

Earnings per share in €

Share price as at 31.12. in €

Market capitalisation in €m

Regulatory ratios/ratios pursuant to BIS**
Tier 1in €m

Regulatory capital in €m

Risk-weighted assets in €m

Tier 1 ratio in %

Regulatory capital ratio in %

2008

589.3
4.5
384.2
200.6
138.2
48.6
89.6

22,205.7
95510

72.9
156.2
59.0
872
2,238

26.1
2.50
3.49
89.0
2,323.9

754
1,151
8,588

8.8

13.4

2007

HSERS)

=315
334.0
205.4
207.2

63.2
144.0

21,066.9
968.7

62.1
241
59.4
90.1
2,101*

26.1
2.50
552
114.0
2,975.4

636
1,056
9,606

6.6

11.0

Change in %

10.0
>100.0
15.0
-2.3
=3J5).8
—23.1
-378

5.4
-14

=32
6.5

0.0
0.0
-36.8
=218
-21.9

18.6
9.0
-10.6

* Including ITS
** After the adoption of the accounts




} Five-Year Comparison
of Consolidated Figures in €m

Figures according to IFRS

Total assets
Assets
Cash reserve

provisions

Trading assets
Financial assets
Interests in associates

Intangible assets
Taxation recoverable
current
deferred
Other assets
Liabilities
Deposits by banks
Customer accounts
Certificated liabilities
Trading liabilities
Provisions
Taxation**
current**
deferred
Other liabilities
Subordinated capital
Shareholders’ equity**
Minority interests
Income statement

Net interest income

provisions

Net fee income

Operating profit

Profit before taxes
Tax expenses**
Net profit for the year

Loans and advances to banks
Loans and advances to customers

Net loan impairment and other credit risk

Property, plant and equipment

Net loan impairment and other credit risk

Share of profit in associates

Operative trading profit
Administrative expenses**

Net other operating income and expenses

Income from financial assets
Income from derivatives held to maturity
Net other non-operating income and expenses

2008
22,205.7

139.5
2.879.7
4,082.6

=214
12,482.6
2,118.8
10.1
81.1
56.0

175
13.0

4.5
292

2,709.1
11,592.8
10.0
6,1562.9
174
85.1
81.6
3.6
108.2
458.7
955.0
16.5

[SEES

4.5
0.5
3476
98.2
384.2
8.5
200.6
-50.0
-11.1
—1.3
138.2
48.6
89.6

2007
21,066.9

332.3
4,117.0
4,272.9

-16.2
10,436.8
1,668.2
15.2
196.3
12.3
54.8
54.8

0.0

773

2,532.7
10,283.2
10.0
6,488.4
112.4
106.0
48.4
576
106.8
458.7
968.7
0.0

110.0

=318
6.4
318.1
100.1
334.0
1.3
205.4
1.9
0.0
-0.1
2072
63.2
144.0

2006
18,676.4

436.3
4,440.1
3,173.1

-170
9,044.0
1,437.6

15
80.4
9.3
25
25
0.0
68.6

1,495.7
8,861.4
29.8
6,683.6
113.0
62.0
25.7
36.3
105.4
440.6
884.9
0.0

88.6

=52
25
281.8
104.0
298.6
-1.0
182.5
6.5
0.0
0.5
189.5
74.9
114.6

2005*
15,948.1

798.6
4,561.9
2,554.0

-26.1
6,470.6
1,472.2

0.0
78.0
78
1.8
1.4
0.4
29.2

1,424.7
7,139.6
34.6
5,883.9
103.5
128.1
80.7
474
91.0
308.1
834.6
0.0

73.7

=8.7
0.9
264.4
74.3
2876
0.8
136.2
49.1
0.0
8.2
€18
76.1
1174

2004
13732341

1579
2,531.0
2,636.7

-52.3
6,215.6
1,678.2

0.0
74.9
35.4
0.0
0.0
0.0
45.7

913.6
5,9271
16.9
4,956.4
220.5
146.5
76.2
70.3
81.4
273.2
7875
0.0

69.3

16
0.0
226.4
54.4
249.3
38
103.0
218
0.0
-26
122.2
438
78.4

* Up to and including 2005 inflows and outflows of liquidity from repo and securities lending transactions are reported under loans and advances to banks or customers / deposits by banks.

** The prior-year figures were adjusted retrospectively in 2008 pursuant to IAS 8 as a result of the first-time application of IFRIC 11, Group and Treasury Share Transactions.
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Ladies and
Gentlemen,

2008 was a satisfactory year for HSBC Trinkaus, a good
one even compared to the relevant competition. We can
say this despite the fact that the 2008 financial year will
forever remain associated with the term “financial crisis”,
The result achieved by our Bank shows that gearing our
business model towards sustainability has paid off. For
us, conscientious management means being aware of
the risks not only in bad times, but to the same degree
in good times.

At € 200.6 million, operating profit was only just lower
than the record level reached the previous year, namely
by 2.3 %. It is remarkable that we were able to report
the best quarterly result for the year in the fourth quarter
with an operating profit of € 67.0 million.

Profit before taxes for the full year fell by 33.3 % to

€ 138.2 million as a result of various impairments — but
without any accounting aids — corresponding to a return
on equity of 15.2 %.

The Management Board and the Supervisory Board pro-
posed to the Annual General Meeting the distribution of
an unchanged dividend of € 2.50. Allowing for the alloca-
tion to retained earnings, the capital ratio and Tier 1 ratio
was 13.4 % and 8.8 %, respectively. This means that the
Bank clearly exceeds the levels required by the market
and the supervisory authorities.

HSBC Trinkaus is traditionally in a very good liquidity po-
sition and has even been able to improve it substantially
in these difficult market conditions. HSBC Trinkaus &
Burkhardt AG has an AA rating, making it, as in the pre-
vious year, the best rated private commercial bank in
Germany. This was last confirmed by the Fitch Ratings
agency in January 2009.

As the situation on the German banking market gets
worse, the virtues and strengths shown by HSBC Trink-
aus come into their own more than ever: consistent
strategy and personnel together with proven relationship
management geared exclusively to the clients’ benefit as
well as pronounced risk awareness. True to our claim
that we want to grow with our clients and not with our
risks.

We shall continue to offer our clients the “best of both
worlds” within the framework of the HSBC Group: the
continuity, professionalism and individualism of a private
bank combined with the international service capacity of
one of the few really global financial services providers.
Thanks to this unique combination in the German bank-
ing landscape, we have succeeded not only in strength-
ening the commitment of many of our clients in recent
years, but also in gaining a large number of new clients.
Our clients are now benefiting from the relative strength
of HSBC Trinkaus in difficult times as well.

A look at the individual segments confirms the success
of our business model. In the Private Banking segment,
where we acquired both new customers and expanded
existing client relationships, we were able to clearly
benefit from the fact that we are regarded as a safe haven.
It can be seen that the owners of large family assets ap-
preciate our solidity and financial standing in particular.
Our corporate clients, who are internationally oriented as
a rule, recognise how valuable the combination of our
global network and personal service is to them. \We have
been able to win over a large number of new clients and
increase the volume of deposits not least due to HSBC's
capital strength. In the Institutional Clients segment we
have intensified the links between the various institu-
tional sales teams, thus guaranteeing the improved and
integral servicing of our institutional clients and making it



easier to market the HSBC product range. We were par-

ticularly successful in turbulent areas such as the money
market and forex trading, and our retail derivatives busi-

ness also gave an extremely positive performance.

In the Asset Management segment, there was a stable
trend in business with institutional investors, despite the
difficult environment. The HSBC Group'’s liquidity funds,
which are characterised by a high degree of security
and attractive returns, experienced a strong inflow of
funds. In Austria and the countries of Central and Eastern
Europe we are concentrating on the sale of HSBC's global
mutual funds.

In view of the distortions on the financial markets, we
are anticipating no growth, or low growth at best, for the
banking services market in Germany and the large west-
ern industrial nations for the years ahead. It will be seen
in the coming months whether the measures and bail-
out packages introduced by the governments and com-
munities of states are sufficient. However, one thing is
certain: a recessionary real economy as well as unstable
stock markets which are quoting way below their highs
seen in the previous cycle will make the earnings situa-
tion in the German finance and credit industry even
tighter.

Thanks to our conservative stance within the framework
of a proven business model and our integration into
HSBC's global network, we are well prepared for these
changes. We are convinced that we will be able to gain
additional market shares, despite the surplus capacities
in the market. We will focus primarily on the existing
customer base in order to master the difficult times
which lie ahead of us together on a partnership basﬁ.
—

D Letter from the Management Board

New client relationships are in order if they are geared
towards long-term cooperation in the sense of a core
banking connection which is profitable on both sides.

Our employees are the authors of our success. The com-
petence, commitment and initiative of each and every
one of them form the basis of our business activity. We
plan to promote them in a difficult environment by again
making wide-ranging investments in our employees’
qualifications. The success of our business activity is
based on significantly lower fluctuation compared to the
industry average as well as the strong identification of
our employees with the Bank and its business model.
Whereas the past five years were also characterised by
the continuing increase in the number of our employees
on account of the growth in business, HSBC Trinkaus is
now concerned with coming through this crisis well with
the existing workforce. Not only lasting client relation-
ships, but also lasting employment relationships repre-
sent the best preventive measure in times of crisis and
the guarantee for profitable growth in what will hopefully
soon be better market conditions.

Finally, we would like to thank our clients and share-
holders for the trust they have placed in us, our business
partners for their support, and our employees for their
constructive cooperation and commitment.

Yours sincerely,

The Management Board




} The Best of Both Worlds
As the Name Suggests

Disseldorf
Baden-Baden Berlin Frankfurt am Main
Hamburg Munich Stuttgart

Management Board
Andreas Schmitz, Chairman
Carola Gréfin v. Schmettow
Paul Hagen

Dr. Olaf Huth

HSBC Trinkaus enjoys a unique position in the German banking landscape:
a private bank since 1785 and at the same time part of one of the world’s
largest banking groups — HSBC.

The highly personalised service of a private bank meets here the financial
security and global network provided by one of the world’s best capitalised
and most profitable banks, the HSBC Group. We guarantee direct local access
to sophisticated financial services, exclusive market information and not
least first-class contacts in 86 countries.



Executive Committee
Florian Fautz

Manfred Krause

Trevor Gander

} Corporate Profile

Whether wealthy private clients, discerning corporate clients or experienced
institutional clients — personal continuity, expertise, individual servicing and
flat hierarchies characterise the service offered by our Bank. This claim is
and shall remain our maxim.

Our virtues as a bank with a history going back more than 220 years prove
themselves in difficult times in particular: the sustainability of our business
model, the long-term client relationships extending over generations and
not least the responsible handling of risks. The trust our clients place in us
is based on this philosophy.

We excel in the traditional banking business. We also focus on ambitious
financial services for solving complex problems, both nationally and inter
nationally. We develop individually tailored concepts for our clients and com-
bine them with innovative products and services.

The assertion of this claim is guaranteed by our employees. They are cre-
ative, highly committed and have outstanding product and servicing exper
tise which is constantly being further promoted. The motivation and loyalty
of our staff create the basis for our success.

Our business model has proven itself and we can show major expertise in
our core lines of business. We face the future well prepared. It is and shall
remain our goal to further expand our market position and grow with our cli-
ents. We remain who we are. Our clients can rely on this at all times.
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Trust is valuable.

Our business has been based

for centuries on the trust our clients
place in us.
Therefore we do not

disappoint it.

Dr. Olaf Huth
Management Board




Trust is valuable. You can give it and withdraw it, win it
and earn it.

But you can also lose it. This is exactly what has hap-
pened in the financial markets in recent months. The
crisis affecting the financial markets has shaken many
people's confidence and the entire industry will have to
work hard to restore it again.

We are confident that it will succeed in doing so bit by
bit. And we are making an important contribution to
this. Business at HSBC Trinkaus has been based for
centuries on the trust our clients place in us. Therefore
we do not disappoint it.

In this year of crisis private clients as well as institutional
and corporate clients have experienced HSBC Trinkaus
as a habitually reliable partner. As a result, we have
been able to strengthen existing client relationships,
and have even gained new ones.

Trust grows between people. Our clients and our advi-
sors have in many cases known and respected each
other for many years, with some of our client relation-
ships going back generations. WWe do not rely on stand-
ard solutions, but solve each problem individually. Our
advisors of course use the latest software and math-
ematical models for this, but the computers do not make
the decisions. People remain responsible for this at our
Bank. Our advisors have the necessary professional ex-
perience and competence as they have precise knowl-
edge of our client’s requirements and adjust their rec-
ommendations to them on an integral basis.

“We are conservative In
the literal sense.
We preserve value”

We see to it at all times that our advisory service is
first class, also creating the right strategic and organ-
isational framework. We can advise customers objec-
tively as we have made systematic arrangements for
making possible conflicts of interest transparent, or
avoiding them in the first place.

} Clients and Markets | Private Banking

No decision is made without at least two colleagues
conferring. We continuously analyse and optimise our
processes and constantly improve our quality.

We have built risk controls into our portfolio manage-
ment which are among the most modern in the indus-
try. In this way we guarantee that possible individual
human errors remain of no consequence. What we do
for our clients is made transparent and comprehensible
by our reporting, which is leading in the market. This
means that they always have an overview.

Our clients have a clear idea of what our ultimate ambi-
tion is: maintaining assets. We are conservative in the
literal sense — we preserve value. Certainly, this princi-
ple is sometimes underestimated in boom times.

But it is the basis for thriving trust.



} An Individual and Sustainable Asset Advisory

Service

There were major fluctuations in the market trends in the 2008 finan-
cial year. Against this backdrop, we achieved the best possible result
for both the Bank and our clients. At € 41.1 million our operating
profit was only slightly below target. As this figure is only just below
the record result achieved in 2007 (€ 42.2 million), we were able in
2008 to follow on seamlessly from the good figures recorded in pre-
vious years. In regional terms, the earnings contribution from our
Luxembourg business declined whereas the result in Germany even
exceeded that recorded in 2007 The Private Banking division ac-
counted for a share of the Bank’s overall result of around 19.7 %.

Client relationships expanded

We can attribute the relatively good results in the Private Banking
business in particular to our strength and our lasting business model.
This has enabled us to successfully acquire new clients and expand
existing client relationships.

The owners of large family assets in particular appreciate the se-
curity provided by the Bank and its extremely good financial stand-
ing. The net growth of € 714 million in the Private Banking division
exceeded our forecasts.

‘ Best performance in the

Benchmark surpassed

The capital markets suffered enormous price
losses world wide across almost all asset
categories last year. HSBC Trinkaus was not
able to fully escape this trend, but did far
better than the market as a whole. The aver
age performance of the portfolios we man-
age in the three traditional strategies again
clearly exceeded the respective benchmark
indices in 2008, with the respective portfolios
outperforming as follows: 2.2 % (conservative
management), 3.5 % (balanced management)
and 3.7 % (dynamic management). The man-
dates we manage were able to achieve bet-
ter results than those mandates for which
we act only in an advisory capacity.

Awards

Best rating of all German
commercial banks:
Fitch Ratings AA

Asset management for
high demands:
Fuchs-Report 2009, 11/2008

The elite among the
asset managers:
Elite Report 2004-2008

bank test:
Focus Money/n-tv, 10/2008

Second place in the
performance test:
Capital, 12/2008

Best portfolio in the service test:
Dt. Institut fr Servicequalitat,
9/2008




} Clients and Markets | Private Banking

Solutions for the flat-rate withholding tax

Facts & Figures

Secure and tax-optimised forms of investment were particularly im-
portant to investors in 2008. We reacted to this by developing indi- Private Banking
vidually tailored solutions for our clients. For example, many investors
made inquiries about the best possible way of dealing with the flat-
rate withholding tax. HSBC Trinkaus set up two strategy funds spe-
cifically for this issue in which our clients invested € 128 million in
the final months of 2008. In the real estate business we offered in-
vestors geared towards the long term the opportunity of participat-
ing in the new closed-end fund HSBC Trinkaus Europa Immobilien-
Fonds Nr. 12 set up by HSBC Trinkaus Real Estate GmbH last year.

Our transaction revenues in the
securities business declined on
account of the restraint shown by
many investors due to the market
environment and our volume-based
commission on account of falling
price levels (12 %). However, this
was compensated by increases in
revenues in asset management,
the real estate business and busi-
ness with structured interest prod-
ucts. Net fee income was up 5.2 %
on the previous year, while net in-
terest income declined by 3.5 %.

Integral servicing in strong demand

The demand from customers for an integral service offer increased
in 2008. The growing number of regulatory provisions and the more
and more complex statutory framework has increased client de-

mand for professional and coordinated overall wealth management.

In the interests of our clients, we act in close concert with experi- Cost increases were due on the
enced legal and tax professionals. We are therefore able to provide one hand to modestly budgeted
comprehensive advice on issues relating to the structure of their personnel growth in the customer
assets and offer services to foundations. servicing segments. On the other,

costs in the asset management
The diversity of the range of services offered by HSBC Trinkaus and structured interest product
also includes a comprehensive offer of solid and fair investments. segments grew on account of the
In addition, we offer the transparent and clear management of the revenue growth.

risks to which assets are exposed. Our work is rounded off by
regular and detailed accounting.

in €m 2008 2007

Forecast Net interest income 13.6 14.1
Loan impairment

. . - . and other credit risk

We positioned ourselves well in the competition and increased our provisions 13 11

share of the private clients market in 2008. Our major success in Net interest income

looking after high net worth private clients is confirmation of the after loan impairment

path we have taken. As part of a private banking tradition going back and other credit risk

more than 220 years, we regard an individual and sustainable advi- provisions 28 13.0

sory service as the greatest benefit we can offer our clients in 2009. Net fee income 96.7 91.9
Trading profit 0 0

Income after loan
impairment and other

credit risk provisions 109.0 104.9
Administrative

expenses 67.9 62.7
Operating profit 411 42.2

13



} Successful Trend in the Family Office Business




Our team of Family Office specialists offers various services for
managing our clients’ assets that can be used individually and com-
plementary to each other. These include strategic asset planning in-
corporating asset succession. Furthermore, we advise customers
on important issues relating to asset structure, for example when
setting up and managing a holding company as a framework for asset
management or financial transactions. \We offer asset controlling that
comprises a consolidated overview of all assets and makes it pos-
sible to continuously observe wealth development. Our services in-
clude analysing third-party products, in particular closed-end funds in
the area of alternative investments. We also execute wills and sup-
port clients in setting up and managing foundations.

In addition, Family Office GmbH offers a comprehensive service for
high net worth private clients, from asset analysis to defining the
suitable strategic asset allocation. Regular reporting keeps our clients
up to date at all times. The services provided by Family Office GmbH
also include the selection and control of asset managers. They also
take on activities from the areas of Family Management and Family
Government.

Independence and expertise

The 2008 financial year was an outstanding success for both Family
Office units. This trend has confirmed our assessment that clients do
not regard an individual service from a banking group as a contradic-
tion in itself. On the contrary, they are guided here as well by our
maxim “The Best of Both Worlds” and are aware of the added value
on offer to them from one of the world's largest banking groups on
the one hand and the expertise of experienced advisors on the other.

} Clients and Markets | Private Banking

In Profile

Family Office

HSBC Trinkaus' Family Office
comprises two units. These in-
clude on the one hand a team
of specialists offering the Bank’s
clients Family Office services
within the scope of the integral
servicing approach that serve to
optimise the management of
the performance of large
assets.

On the other hand, Family Office
GmbH, a subsidiary of HSBC
Trinkaus, looks after major
family assets independently of
the other services offered by
the Bank.

15
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HSBC Trinkaus offers the services of a global universal
bank supporting companies in the upper SME segment
and internationally operating large corporations.

Our clients have access to all popular banking products
and financial services. e see our particular strengths in
payments and cash management, in international busi-
ness, in foreign exchange management and in asset
management. In addition, our clients benefit from the
unigue international network of the HSBC Group which
is represented on five continents and in 86 countries.

Our Corporate Banking business is geared towards cli-
ents from the production, trading and services sectors
on the one hand and capital investing institutions on the

other, such as pension funds and church organisations.
\We carry out a wide range of direct business with securi-
ties for these client groups and also have a number of
individual and benchmark-oriented mandates for man-
aging medium- and long-term investments. The offering
is rounded off by asset liability and overlay management.

In addition to our head office in Disseldorf, experienced
advisors service our clients at five further locations in
Germany. They are the central contacts, manage the de-
ployment of the local product specialists and also coordi-
nate the clients’ business relationships with other units
of the HSBC Group.

17



We offer our clients

b

the “best of both worlds ”:

the personal service of a
traditional private
bank combined with
the resources of one of
the world s largest

banking groups.

Andreas Schmitz
Chairman of the Management Board




The atmosphere in the financial markets can be ex-
tremely turbulent, as we have experienced notably in
recent months. In such uncertain times, it is advisable
to focus on the essentials. A solid and lasting business
model is all the more important.

We offer our clients the “best of both worlds"”: the
personal service of a traditional private bank combined
with the resources of one of the world’s largest bank-
ing groups.

That is the essential. Our business model is the key to
success for our clients and for the Bank in the often
difficult financial markets, where it is difficult to gain an
overview. This model has proven itself, especially in
the financial market crisis.

International relationships are continuing to gain in im-
portance. Even though the global economy is currently
slowing down, global trade should grow further, driven
above all by the emerging markets. Large German cor-
porations as well as companies in the upper SME seg-
ment, which are operating more and more internation-
ally with exports or their own locations, will benefit
from this. Many of them are already represented today
in a large number of countries.

Just like us. It is precisely because of this that we are
being chosen more and more often as the long-term
partner to globally operating enterprises for their inter
national business. For each of our clients our close col-
laboration with the HSBC Group means: around 10,000
branches worldwide, bank presence in 86 countries —
but only one personal trusted advisor here in Germany
who opens up this world.

} Clients and Markets | Corporate Clients

As simple as our business model may be at the core,
as demanding is our day-to-day responsibility. WWe accom-
pany our clients in constantly changing markets.

We also have to change constantly. That is why we
have made a virtue out of individualised servicing. De-
veloping new financial products and services tailored
to our clients’ needs is one of our strengths.

“Our aim is to be one
of the most important, if not
the most important, banks
for our clients in international
business.”

More and more clients no longer see us as a niche pro-
vider, but as a core bank. As a number of foreign insti-
tutions are withdrawing from the German banking
landscape, which is going through a process of
change, and others are consolidating, many companies
are having to recompose their banking circle. This
presents a major opportunity for us.

Our aim is to be one of the most important, if not the
most important, banks for our clients in international
business. We are confident of being able to expand our
market share. German companies in particular will
grow further as a result of globalisation. We can sup-
port those who are our clients in doing so. With the
best of both worlds.

19



} A Reliable Partner with Global Competence

Manfred Krause
Member of the Executive Committee
Corporate Banking and International Business
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The global financial system was affected by turmoil in 2008 to an
extent not hitherto regarded as possible. Many respected local and
global financial institutions with an immaculate credit standing to
date became bailout candidates within a short space of time. A
large number of them were only able to avoid final insolvency
thanks to farreaching government support. It cannot be foreseen at
present when the financial markets will return to normal again. Fur-
thermore, the financial market crisis is being accompanied by glo-
bal weakness of the real economy.

German companies are also faced with a major challenge as a re-
sult of this development. This also involves the future management
of their banking relationships and transactions, in particular cash
flow and cash management.

A large number of companies are having to seriously review and
realign the composition of their banking circle given the continuing
consolidation in the banking landscape. Numerous foreign banks
are also withdrawing from Germany. We are confident of being
able to steadily expand our market share against this backdrop. The
strengths of the HSBC Group combined with its unique global po-
sition makes us particularly attractive for our still hotly contested
target customers. We still aim to be the most important bank for
our clients’ international business.



Customer proximity, global presence

Our integration into the HSBC Group with its global
network — five continents, 86 countries, 10,000
branches — is an important reason for our clients and
potential clients to do or take up business with us. This
is due on the one hand to the fact that HSBC has
proven itself as one of the world’'s most significant and
stable banking groups in the turmoil in the financial
markets. On the other, we offer responsible servicing
out of Germany. Both factors are decisive arguments
for internationally operating large corporations and com-
panies in the upper SME segment for actively estab-
lishing contact to us.

Local advisors offer global concepts and products
which are specifically tailored to these sophisticated
clients, putting us in a special position among the Ger-
man banks. This unique combination has been rewarded
by a further increase in business assigned to us.

From niche provider to core bank

We again provided many customers with access to the
international units of the HSBC Group last year, also
proving the service capacity of the HSBC network. In
return, the business connections to the parent com-
panies in Germany were also strengthened and inten-
sified. Our professed aim is to be or become a core
banking connection for our clients.
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Comprehensive product range

Our ambition of developing HSBC Trinkaus into a core
bank is not based on international service capacity
alone. It is accompanied by a comprehensive and high-
quality product offering. Reliable banking services and
products such as payments or international and foreign
exchange business form the backbone of our business.
Our proven and recognised strengths lie in the areas of
direct securities investment and asset management.
Within the scope of providing financial and strategic ad-
vice, we also support our clients in structuring their fi-
nancing and balance sheet.

Our advisors are also continuously trained to give cli-
ents a comprehensive picture of the benefits of our
products and services.

Corporate Banking gives a good performance
in 2008

2008 was a successful year for the Corporate Banking
business despite the difficult market environment, es-
pecially in the second half of the year. Our business
model makes HSBC Trinkaus a stable partner, as the
SME segment is clearly appreciating more and more.
The competition for clients remains tough, irrespec-
tive of which we also generated higher revenues in
the domestic market.

The volume of deposits by corporate clients reached
new record levels, one of the reasons for this certainly
also being the “flight into quality”. This is clear evi-
dence of our clients’ trust in the capital strength and
earnings power of the HSBC Group.

There was also further strong growth in the business
with German corporate clients abroad within the
HSBC Group, for which we are responsible. Domestic
business trend reporting has reflected only the smaller
share of global revenues with German corporate clients
for some time.
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Outlook

Many governments have set up bailout programmes to support
the banks in the global financial crisis. It is not yet precisely fore-
seeable what impact this assistance and the associated require-
ments will have on the national and international competitive condi-
tions. We anticipate that state intervention could keep the intensity
of the competition in our target group artificially high. Neverthe-
less, we are again expecting growth impetus in our domestic busi-
ness for 2009.

Our clients are rewarding HSBC Trinkaus as a stable anchor by
giving it additional business.

We also plan to increasingly benefit from additional business from
the HSBC Group with its 2.9 million corporate clients using the es-
tablished Group Global Business, a team of experienced advisors
and product specialists. With its support we will expand the cross-
border banking business within the HSBC Group to and from
Germany.

The overall economic environment suggests a substantial increase
in insolvencies. We will therefore pay even greater attention to con-
trolling and managing the credit risks accordingly. With our Finan-
cial Structuring & Advisory Team we can offer our clients expertise
for structured financing and our financial strength for a variety of
transactions. We continue to bid for our clients’ trust and are pre-
pared to discuss with them what is economically practicable and
possible.

It may come as a surprise at first glance that the Corporate Bank-
ing business has started the crisis year 2009 with optimism. How-
ever, our business model has successfully proven to be lastingly
successful and resilient in the past. We are therefore confident that
we will reach our growth targets in 2009 as well.
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Facts & Figures

Corporate Banking

2008 was a successful year for the Cor
porate Banking business despite the dif-
ficult market environment, especially in
the second half of the year. Our tradition-
ally strong foreign exchange and interna-
tional business as well as asset manage-
ment and the direct securities business
contributed above all to the increase in
revenues. The good performance in
these business segments was able to
more than compensate for the decline in
revenues in the Investment Banking
business on account of market condi-
tions, as a result of which net fee in-
come was increased by 10.5 % to

€ 91.4 million. After an already strong in-
crease the previous year, net interest in-
come was up again by 8.7 % to € 43.6
million having benefited from an in-
creased margin level in the second half
of the year. In addition to the domestic
earnings contribution, there was also
further strong growth in the business
with German corporate clients abroad
for which we are responsible within the
HSBC Group. As a result, domestic seg-
ment reporting only reflects the smaller
share of global revenues with German
corporate clients.

in €m 2008 2007
Net interest income 43.6 40.1

Loan impairment and other
credit risk provisions 6.7 5.2

Net interest income after
loan impairment and other

credit risk provisions 36.9 34.9
Net fee income 91.4 82.7
Trading profit 0.1 -0.2

Income after loan impair
ment and other credit risk

provisions 128.4 174
Administrative expenses 76.7 713
Operating profit 51.7 46.1
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} One of the Leading Advisors in the
German M &A Market

Florian Fautz
Member of the Executive Committee
Investment Banking
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Position successfully expanded in a difficult market
environment

There was a decline in the volume and the overall number of trans-
actions carried out in the German M &A market in 2008, the result
of the tensions on the credit markets and the weaker economic
trend. Transaction processes are becoming increasingly time-con-
suming and more complex. Several transaction processes were made
more difficult by financing problems or even had to be abandoned.
It was still to be anticipated at the beginning of 2008 that industrial
companies would use the opportunity to make cheap acquisitions.
However, the exercise of greater restraint became apparent here as
well with the economic situation clouding over further in the second
half of the year.

HSBC Trinkaus was not able to fully escape this general trend. For
this reason, the overall result in the Investment Banking segment
was down on the previous year. On the other hand, we succeeded
in increasing Advisory revenues compared to 2007 despite the exter
nal and internal changes.

Perceived as a leading advisor

We already started the internal restructuring of our segment in 2007.
Despite the imponderables on the market, we have continued to
make these changes consistently, adjusting the pace of the steady
and selective expansion of the Advisory Team to the market trend.
The Advisory Team succeeded in winning two mandates from
DAX30 groups in the latest financial year, thanks to the systematic
and focused servicing of our target clients. In addition to large cor
porations, these of course also still include German companies from
the upper SME segment. The Advisory Team is being perceived pub-
licly more and more clearly as one of the leading advisors in the Ger
man M &A market. This is reflected in particular in its substantially
improved placings in the ranking lists.

Scarcely any new impetus for M&A

It will remain difficult to finance large-volume M &A transactions in
2009, especially for financial investors. Against the backdrop of the
weaker overall economic trend, we are expecting a comparatively
difficult market environment. There will be new impetus for the

M &A market at best where financing bottlenecks make it necessary
for companies or parts of companies to be sold.



In view of the market changes, we will adjust our Advisory product
range and intensify our lasting customer relationships to our mutual
advantage. We will be able to do justice to the more difficult market
conditions, not least on account of our excellent connections to the
top addresses among German companies resulting from the Cor
porate Banking business. We are convinced that we will be able to
benefit from the market changes in relative terms and come out of
the reconstitution of the sector which is emerging even stronger. The
clearly improved position of the HSBC Group in the M &A sector
should allow us to win even more cross-border mandates. We will
work even more closely with the HSBC network and focus to an
even greater extent on international business.

Among the top 10 on the equity capital markets

The equity capital markets deteriorated again compared to the pre-
vious year in 2008. There was a major decline in IPOs in particular
with only two new issues on the regulated market. Although both
halves of the year were balanced with respect to transaction vol-
umes, the second half of the year was dominated by capital increases
at financial institutions and placements guaranteed by existing
shareholders.

Given the market trend, HSBC Trinkaus held up well relative to the
market in the first half of the year with two successful capital in-
creases. Despite the extremely adverse market conditions, we even
managed to successfully place a further capital increase in the sec-
ond half of the year. HSBC Trinkaus has therefore defended its posi-
tion among the top 10 in the German equity capital market. At the
same time, the unfavourable market trend meant we were not able
to reach our prior-year result in the equity capital market business.

Outlook

We are expecting no significant change in market sentiment for the
2009 financial year. Nevertheless, companies will continue to raise
funds via the capital market despite the difficult capital market environ-
ment. The reasons for this will be, for example, growth and invest-
ment projects which cannot be postponed, the realisation of acquisi-
tions as well as the increasing demands made by the banks with
respect to companies’ credit standings. We are anticipating new
IPOs towards the end of the second half of the year at the earliest.
This depends on how the economy and the secondary markets de-
velop. In these difficult times in particular, HSBC Trinkaus lends itself
as a strong placement partner for equity capital market transactions.
We therefore anticipate that we will benefit from the market environ-
ment in the medium term.
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In Profile

Investment Banking

The Investment Banking seg-
ment consists of the Advisory
and Equity Capital Markets
units.

The Advisory unit offers a broad
range of sophisticated invest-
ment banking services. These
include all services in the area
of Mergers & Acquisitions

(M &A), in particular advice on
and structuring of company ac-
quisitions and divestments as
well as mergers. Privatisations,
public takeovers or acquisitions
of minority shares in listed com-
panies are also part of the service
offering. In addition, we support
entrepreneurs in working out
viable succession plans for
family-owned enterprises.

The Equity Capital Markets
Team has proven expertise with
respect to both company IPOs
and the organisation and place-
ment of capital increases by
companies which are already
listed. We also provide advice
on share buybacks and replace-
ments. Our integration into
HSBC's global network also al-
lows us to accompany profes-
sionally large and cross-border
transactions of all kinds.
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} Security with Respect to International

Transactions

There was strong demand for hedging insolvency and
country risks last year on account of the increase in bad
debt losses and delayed incoming payments at exporting
companies. In this context, the letter of credit as a tradi-
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tional hedging instrument — which had only played a minor
rule in several trading divisions in the years before —

was able to gain in significance again. The focus was on
confirmations and forfeiting of export letters of credit.




Revenues increased

We assisted our clients as usual as a reliable and efficient partner in
international transactions and were again able to expand our position
in international business. Despite the difficult general economic set-
ting, we succeeded in significantly increasing the fees earned in in-
ternational business again. We achieved further successes thanks to
the close cooperation with the product segments of the HSBC
Group, in particular in the area of medium and long-term export fi-
nance. The focus here was on buyer credit for projects in Kaza-
khstan, Brazil, Mexico and South Korea.

China remains Germany’s most important Asian trading partner, fol-
lowed by Japan and Korea. In 2008 trade between Germany and
China developed more dynamically than overall Chinese foreign
trade. Exports to India increased more than threefold in the period
from 2003 to 2007 and this rapid increase continued in the first half
of 2008. The outstanding significance of these two countries for the
German economy is also reflected in our portfolio for risk hedging
short-term trading operations. A further focal point was accompany-
ing export transactions with buyers in the Middle East.

Well-founded knowledge of commodities markets

One of our core areas of competence is advising and financing in-
ternational trading companies in the transaction-related import and
export business. We can support our customers with well-founded
knowledge of the commodities markets and with a high service
quality in structuring complex third-party deals.

Forecast

German export companies expect important sales markets to show
a significantly weaker trend than to date, at least in the short term,
as a result of the financial market crisis. All sectors are more pessi-
mistic about their future export business. However, the emerging
markets continue to offer opportunities for German companies. For
example, the BRIC states (Brazil, Russia, India and China) together
have become more important as a sales market for German prod-
ucts than the USA. Despite the global economic problems, we are
expecting further growth potential for our international business in
the coming years, thanks to the global positioning of the HSBC
Group.
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In Profile

International Business

International business comprises
trade, export finance as well as
business with foreign banks. The
Trade and Supply Chain team
works with the traditional instru-
ments for securing payments and
deliveries in international trade,
for example documentary letters
of credit, collections and inter-
national guarantees. Supply Chain
Solutions offers importers with
significant volumes the oppor-
tunity to use HSBCnet as a faster
and cheaper alternative to the tra-
ditional documentary business.

Our specialists for structured
forms of risk hedging work in the
Export Finance Team. These in-
clude for example the confirm-
ation of export letters of credit,
forfeiting, buyer credit or the pur
chase of insurance-covered
receivables.

The Foreign Banks team looks
after the relationships to a large
number of the foreign correspond-
ent banks and markets our ex-
pertise in the international busi-
ness to these addresses.

The foreign customer service of-
ficers are responsible for the ac-
quisition and servicing of corpor
ate clients in the areas of trade
and supply chain, export finance
and risk management.

27



Clients and Markets |
Institutional Clients — Global Markets

28



Clients and Markets |

We offer institutional clients such as banks, asset man-
agement companies, insurance companies and pension
schemes the broad and up-market product range of the
HSBC Group.

Our services include the sale of traditional fixed income
products such as bonds, Pfandbriefe and promissory
note loans, as well as the structuring of products and
derivatives in the interest rate, credit and equity seg-
ment. We also offer a competent service in the area of
equities and alternative investments such as hedge
funds and private equity. Always focusing on our client’s
interests, we offer individually tailored derivatives
strategies as well as individual solutions. Our expertise
in currency overlay management, which serves the ac-
tive management of currency risk positions for institu-
tional investors, is also to be pointed out in this
context.

Together with the HSBC Group’s other asset manage-
ment companies, our asset management business of-
fers our institutional clients a strong product range
which covers all significant asset classes. It comprises
tailormade special funds and mutual funds.

Our Global Custody Team supports institutional clients
in safekeeping and managing their securities using the
resources of the HSBC Group as a globally operating
bank with local expertise.
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As the name already suggests, our business is based
on internationality in the Global Markets division. Day-
to-day collaboration with HSBC colleagues in London,
Paris or Hong Kong is a challenge and profitable at the
same time. However, it is important to understand in-
ternationality correctly and deal with it responsibly. It
is a question of carefully keeping the balance between
the effortlessness of the technical facilities and the
real value of the sums traded worldwide on a daily
basis.

The importance of the experience and supremacy of
HSBC Trinkaus’ employees in the international finance
business was seen in the global crisis last year. Our
presence on the world’s important markets, and partic-
ularly in Asia, is also valuable. Thanks to our close co-
operation with the HSBC Group, we have access every-
where to the competence of experts who have precise
knowledge of the local particularities.

While major losses were recorded on the financial
market as a whole, we were able to win market
shares. In particularly turbulent areas — such as the
money and foreign exchange market or the equity
derivative business — we were even able to improve
again on the revenues generated in the record year
2007. Overall, HSBC Trinkaus’ Global Markets division
gave an extremely satisfactory performance in 2008.

We also benefited from the fact that HSBC Trinkaus is
in an excellent position as a whole. Our AA rating
(Fitch Ratings) makes us the best rated private com-
mercial bank in Germany.
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Our clients rightly rely upon our financial strength and
stability. The strong net liquidity inflows last year are a
clear and outstanding example of this. Our business
with retail derivatives is also benefiting from our rating
to a high degree. In these times, our financial standing is
for many investors a significant argument for investing in
HSBC Trinkaus certificates and warrants.

“Our clients rightly rely
upon our financial strength
and stability.”

In order to be well equipped for the challenges facing
us in the years ahead, we have scrutinised our organi-
sational structure and adjusted it to the changing re-
quirements in decisive areas. For example, we have
intensified the links between the various institutional
sales teams in a newly formed business segment,
thus guaranteeing the improved and integral servicing
of our institutional clients.

The Bank owes its success to the experience, suprem-
acy and commitment of our employees, especially in
these hectic times. They may be extremely proud of
their performance in the latest financial year. At the
same time, this achievement impressively confirms
our business model, in which continuity in terms of
personnel and client relationships plays a central role.
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} A Year Full of Challenges

2008 was characterised by difficult market conditions
on account of the crisis affecting global financial mar-
kets. This, of course, had an impact on the business
with institutional client groups, such as banks, insur-
ance companies and asset management companies.
Nevertheless, we were again able to increase revenues
in this area of business — certainly an extraordinary re-
sult in this context and one which is due not least to
the continuously strong commitment of our employ-
ees. At the same, this is also clear evidence of the
trust our clients place in our business model and the
stability of HSBC and HSBC Trinkaus.

Institutional Sales defies the difficult market
environment
A further special feature in the latest financial year was

the creation of the Institutional Sales team, which groups
together our formerly product-oriented sales teams for
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institutional clients. The new client-oriented organisational
structure has led to a more efficient sales approach and
improved marketing of the global HSBC product range.

We again benefited strongly from the HSBC Group's
broad offer and specialised trading books in 2008. They
enable us to offer our clients an unusually broad and
sophisticated range of products. To the advantage of
our clients, we combine product know-how with de-
tailed knowledge of the regulatory requirements in
Germany and the necessary structuring expertise.

On the product side, we were able to achieve favour
able gains in particular in the Structured Rates and
Structured Equity segments. While our Alternative
Investments team was able to maintain its results at
a consistently high level, despite the difficult market
situation, Structured Credit products were only of
minor significance in the latest financial year.
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The internationally renowned 2008 Greenwich Report again

showed good results for our division, proving that our clients are Fa CtS & F|g ures

satisfied with our business model with its focus on intensive
servicing. Institutional Clients

\We were again able to grow our

Asset Management remains important for operating profit in an extremely

our institutional clients challenging market environment.
With an increase of just less than

Asset Management was again one of the most important products 4 % to € 61.4 million, we can look

for our institutional clients in the last financial year. Although this back on a very successful year. This

area of business was not able to completely escape the market dis- is due not least to the consistently

tortions either, an only moderate decline in the funds managed for strong commitment of our employ-

institutional clients of just 5 % shows the relevance of our products ees and clear evidence of the trust

in particular in difficult market phases. Asset and Liability Manage- placed by our clients in our busi-

ment as well as Overlay Risk Management again gave a very posi- ness model and the stability of

tive performance. Our approach of supporting institutional investors HSBC and HSBC Trinkaus.

in implementing a strategic asset allocation as well as in integral

risk control via these assets paid off well in the crisis year 2008. in €m 2008 2007

The major widening of credit spreads also increased interest in cor
porate bonds. We assume that investor interest will be focused on

Net interest income 4.2 3.9

Loan impairment and

this asset class in 2009 as well. other credit risk

provisions 0.8 0.5
On the other hand, the hope that funds could experience excep- Net interest income
tional strong demand owing to the introduction of the flat-rate with- | after loan impairment

holding tax was not fulfilled. The distortions on the capital markets and other credit risk

provisions 3.4 3.4
well he lack of tax transparency in the end preven inves-
as we as.t e a.c of tax transparency in the end prevented inves Net fee income By -
tors from investing further funds before 2009. ; i
Trading profit 85 -1.9

Income after loan im-

Details of our Asset Management business can be found on pages .
pairment and other

48 10 49. credit risk provisions 152.4 142.7
Administrative
expenses 91.0 83.6
No slowdown in growth in Custody Services Operating profit 61.4 59.1

We were able to present innovations and gain comprehensive new
business in all product segments. New clients were acquired in
numerous countries with HSBCfast, which has become one of
Europe’s leading fund trading platforms. At the same time, with
HSBCfast we have become the centre of competence for fund trad-
ing within the HSBC Group. In the custodian bank segment, not only
the customer base but also the technical infrastructure was ex-
panded significantly, making HSBC Trinkaus one of the most profes-
sional providers in this business segment on the German market.
Further information on Custody Services can be found on pages

46 to 47.
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} Turbulent Times for Equities

In Profile

Equities business

The equities business is one of
HSBC Trinkaus' core areas of com-
petence. Together with HSBC we
offer our institutional clients our
global research and advise them
on the structuring and positioning
of their global equity investments.

In Equity Sales Trading we support
our clients in executing orders in
European equities.

The Corporate Broking team is re-
sponsible for advising listed com-
panies on all secondary market is-
sues and for the Designated
Sponsoring product.
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2008 can be described as an extremely turbulent year as far as eg-
uities are concerned, with sharp falls in prices and major volatility
in all important stock indices.

Particular importance is attached to reliable and trustworthy equity
research in these uncertain times. Our institutional clients can rely
here on our global research, currently covering some 1,000 com-
panies, which we offer together with our colleagues at HSBC. The
regional strengths of the HSBC research lie in Europe and the glo-
bal emerging markets. Our advisory service is focused on generat-
ing ideas which can be reflected in both structural and long-term
analysis and short-term recommendations. Our key areas of com-
petence are small and mid-cap companies from selected industries.
We have therefore expanded this area further. For example, we
offer for the entire HSBC Group the Pan-European Small & Mid-Cap
Product providing research on British, French, Greek and German
companies.

The Equity Sales team in Dusseldorf offers an advisory service

for small and mid-caps in special market segments such as SRl
(Socially Responsible Investments) and the general global equity
product. While the team still showed significant growth in reve-
nues in the first half of the year, we were no longer able to com-
pletely escape the distortions on the international equity markets in
the second half of the year. In this respect, the result, which is
more or less at the level of 2007 can be described as extremely
satisfactory.

In Corporate Broking we can look back on a successful year in
which we actively marketed our clients’ stocks with over 300 road-
shows and major investor conferences. Our SRI, Real Estate and
Healthcare conferences met with major investor interest and we
were able to bring together 400 institutional clients with interesting
companies. At the same time, the number of mandates in desig-
nated sponsoring was kept at a constant high level of around 60.
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} Retail Derivatives Business Again Records
a Very Positive Result

Facts & Figures

Global Markets

for this.

in €m
Net interest income

Loan impairment and
other credit risk
provisions

Net interest income
after loan impairment
and other credit risk
provisions

Net fee income
Trading profit

Income after loan im-
pairment and other
credit risk provisions

Administrative
expenses

Operating profit

Despite an extremely difficult mar
ket environment, operating profit
increased again by 10 % exceeding
expectations. This is a major success
in view of the tense situation on the
capital markets and compared to
our competitors.

The retail derivatives business,
which was expanded further in
2008, was again mainly responsible

2008 2007
10.3 3.4
0.3 0.1
10.0 3.3
4.6 13.3
112.9 98.2
1275 114.8
15,13 50.3
72.0 64.5
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Global Markets can look back on a satisfactory year in an extremely
difficult environment. As in the previous years, the equity derivatives
business was also a success in 2008. Money market and foreign
exchange trading was also extremely successful, recording a sub-
stantial increase in revenues.

Retail derivatives business successful again

After a roaring performance in the first half of 2008, the German retail
derivatives market was influenced by an unfavourable market environ-
ment from the third quarter, to which the considerable public criticism
of the derivatives sector also contributed. Nevertheless, we were
also able to significantly increase both the number of our issues and
our revenues with retail derivatives in 2008. With more than 55,000
new issues, the number of certificates and leverage products we
issued increased by more than 140 % compared to the previous year.
This means that HSBC Trinkaus was again one of the most actively
issuing banks on the market-leading German derivatives exchange
EUWAX (European Warrant Exchange) in Stuttgart. At just less than
14,000, new issues in October alone were on a scale similar to that in
the whole of 2006.

An important decision criterion for our clients is our excellent AA
credit rating (Fitch Ratings) as well as our investor service, which
has been recognised several times. Our standard handbook “Certifi-
cates and Warrants” has appeared in its tenth edition. We supple-
mented it last year with the handbook “Questions and Answers Re-
lating to Investment Certificates and Leverage Products’, which
deals with practical questions relating to derivatives trading. Both
handbooks can be obtained from us free of charge.

We held almost 60 investor seminars, each lasting around three
hours, throughout Germany in 2008 enabling us to establish per
sonal contact to more than 3,000 private investors. Our client service,
which has already been honoured several times in specialist publica-
tions, received the Handelsblatt Service Award from the German In-
stitute for Service Quality in January and the Service Award from the
Berlin-based rating agency Scope in November.

Designated sponsoring remains constant

Given the difficult market conditions, our proprietary trading was
not able to follow on in 2008 from its success in previous years. On
the other hand, Designated Sponsoring, which is also part of Equity
Trading, remained constant. We have around 60 mandates in Desig-
nated Sponsoring overall, which are mainly listed on the MDAX,
SDAX and TecDAX. Thanks above all to our excellent service quality,
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we were able to maintain the number of mandates on a constant
level. HSBC Trinkaus therefore remains one of the leading desig-
nated sponsors in Germany. The top AA rating awarded by Deutsche
Borse underlines our high quality and has put us since the begin-
ning of 2008 in second place in its ranking. Our securities lending
business (Securities Lending & Repo) with its focus on equities can
also look back on a very successful year.

Due to the critical trend on the securitisation market, our Struc-
tured Solutions Group was not able to place further H.E.A.T Mezza-
nine transactions for the SME segment in 2008. On the other
hand, we succeeded in realising a tailormade hybrid capital project
for a large German SME company. We also developed numerous
solutions to specific problems for banks, insurance companies and
large corporations.

Treasury Management achieves an outstanding result

We basically pursue a risk-free strategy in the Treasury Manage-
ment business. As we exercised major caution, we were not driven
by the market crisis in 2008, but were able to use the opportunities
for arbitration which arose. The cooperation with the HSBC Group's
trading centres was used intensively, especially during the crisis, in
order to use as much liquidity as possible within the Group in par
ticular and thus minimise credit risks. Our clients gave us a clear
signal during 2008 of the trust they place in us, to which the signifi-
cant net liquidity inflows bear witness. The strong growth in busi-
ness activity can also be seen from the doubling of tickets in the
money market business which led to a substantial increase in rev-
enues in this segment.

The foreign exchange markets were also not spared by the financial
crisis, as is evident for example from historical rate movements in
numerous currency pairs. Thanks to the long-standing experience of
our foreign exchange traders, together with an infrastructure which
has been vastly improved over the years, here as well we were able
to achieve outstanding results which even exceeded the very good
figures recorded the previous year.

FOR SERVIE-QUALITAT BESTES
1. PLATZ scor DEUTSCHES

EMITTENTENRATING
Bester Service (GESCHAFTSBANK)
bei Zertifikaten

TEST 02/2008

Im Vergleich: 15 Emittenten

II Handelshlatt I

FITCHRATINGS
LT IDR

In Profile

Global Markets

Equity Derivatives Trading issues
warrants, certificates and struc-
tured products and is responsible
for market making. The range of
securities on offer comprises
standard warrants along with dis-
count, bonus, express and index
certificates as well as speculative
knockout products. We also devel-
op tailormade, structured prod-
ucts for our Bank’s sales partners
and institutional clients.

Securities Lending & Repo en-
sures that the Bank is able to de-
liver securities and offers clients
securities lending and repos for
hedging or financing purposes.

Although our Equity Trading busi-
ness consists largely of executing
client orders, we also carry out
risk-aware proprietary trading. The
Equity Trading team’s main re-
sponsibility is the Bank's nostro
business. Designated Sponsoring
has the principal task of quoting
buying and selling prices in the
Xetra electronic trading system for
the stocks of our contractual
partners.

The Treasury Management team
controls the Bank’s risks with re-
spect to liquidity, interest rate
changes and currencies. This team
is divided into the Short-Term
Desk, which is responsible for
money market business, nostro
account and minimum reserve
management, and the FX-Desk,
which controls all of the Bank’s
transactions relating to foreign ex-
change (forex trading).
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HSBC Trinkaus' risk policy principles are determined by
the Management Board's willingness to responsibly ac-
. cept risks. However, these risks must conform primarily
to the Bank's capacity to carry risk and must also be as-
sociated with an appropriate risk premium and return.
““.. The fact that risk assumption and risk-bearing capacity

risks that the Bank can assum uld exclude the re-
course to government assistance.

This balanced view of risk and return is part of the
Bank’s business philosophy and continues to be re-
flected in every sector of our business activities.
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Decisive, ultimately, is not the

opportunities that are not taken,

but the risks that are avoided.

Paul Hagen
Management Board
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HSBC Trinkaus is willing to accept risks responsibly.
However, the sum of the risks, in other words the sum
of unexpected negative developments, must conform
to the Bank’s capacity to carry risk. If unexpected de-
velopments arise, they may not endanger the Bank's
existence.

That sounds quite simple. Nevertheless, we experi-
enced a financial market crisis in 2008 which has now
become a threat for the global economy. How could
that happen?

The reasons are, of course, complex, but can be put in
a nutshell. All too many players on the financial mar-
kets paid too much attention to the opportunities and
neglected the risks.

Many of them even entered into risks which they could
not cope with alone. Once-renowned financial institu-
tions collapsed within a few days, while others had to
resort to taxpayers’ money.

It becomes clear in the light of this what one of the
core functions of banks is: managing risks. Banks have
the responsibility of assessing risks realistically and
only assuming them if they can carry them. This is
what we see as our duty.

“"Many clients have
rediscovered our Bank as a
safe haven.”

HSBC Trinkaus’ conservative strategy has paid off in
this market situation. We traditionally make sure that
risks are manageable and remain sustainable. We have
a strategy within the scope of which we determine
what risks we avoid and which ones we enter into con-
sciously and at what risk premium.

} Clients and Markets | Risk Management

Our basic principle is: liquidity before profitability. Our
liquidity position improved even further in 2008 con-
trary to the market trend. This is because we have our
clients’ trust. Many of them — both institutional and
corporate customers — have rediscovered HSBC
Trinkaus as a safe haven. The volume of deposits we
receive is therefore far greater than the loans we
grant. Liquidity risk, which many market participants
fear, is as good as ruled out for us. We put liquidity
first, even at the expense of returns. And HSBC
Trinkaus has very good capital resources.

Our risk management was faced with the greatest of
challenges in 2008, and it paid off. The decisive suc-
cess factor was that we remained true to our philoso-
phy: we use modern quantitative models to control
risk, but we also make decisions with the help of ex-
perience and common sense.

Banks have to continue to anticipate considerable
pressure in 2009, above all with respect to corporate
loans. We are therefore proceeding cautiously this
year, but also with confidence and trust in our experi-
ence and power of judgment.
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HSBC Trinkaus is still ready to actively enter into market and counter-
party risk in order to fulfil the economic function of a universal bank
and generate an adequate return for the shareholders who provide
the risk capital. At the same time, we avoid liquidity risk as far as
possible, even at the expense of lower profits. We minimise oper
ational risks to an extent consistent with maintaining the related
costs at a reasonable level.

The volatility on the markets was a hard practical test for trading and
risk management in 2008. This applied all the more for an active trad-
ing house such as HSBC Trinkaus, which focuses on equity and eg-
uity derivatives trading. Our trading results show that we have not
exceeded our capacity to carry risk in trading for clients or in own ac-
count trading. We can thank the experience of our traders, our strict
discipline in adhering to limits, as well as our integrated risk manage-
ment for this.

In the lending business, we will also keep to the principle in future
that the full reduction of the exposure must be ensured within the
expected economic lifetime of the commitment.

Risk principles remain decisive

The Bank has three committees which are of particular importance
for its risk management organisation: firstly, the Asset and Liability
Management Committee for market and liquidity risk, secondly the
Credit Committee for counterparty risk, and thirdly, the Operational
Risks Committee, which is also responsible for legal as well as
reputational risks. The members of the Management Board are
represented on all three committees. They will continue to ensure
the implementation of the Bank'’s risk policy principles.

Trevor Gander
Member of the Executive Committee
Credit & Operational Risk

Risk management will remain a central element of governance in
the Bank. We will carefully ensure that the risks we enter into are
in line with the Group’s capacity to carry risk as well as the ex-
pected opportunities in 2009.
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Professional Services

Our services are as varied as our clients’ requirements.
We develop individual solutions and tailormade products
for private and institutional investors alike.

The focus is always on the client. Starting with careful
analysis, our experts draw up integral strategies which
meet our clients” high demands. Personal servicing,
which we maintain in the tradition of a private bank
going back more than 220 years, is the foundation of our
successful business model.

We also have access to the global network of the HSBC
Group. At “The World's Local Bank’, which is represented
in 86 countries with around 10,000 branches, we find
partners who support us with their expertise in almost
every task. Our integration into one of the world's larg-
est banks offers our clients the internationality they ex-
pect for their business.




) Professional Services
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D Growth Despite Difficult Markets

HSBC INKA

The market conditions were extremely difficult for the
fund industry in 2008. Nevertheless, our subsidiary In-
ternationale Kapitalanlagegesellschaft mbH (HSBC INKA)
again succeeded in gaining several large new mandates.
Owing to the distortions on the capital markets, the vol-
ume of assets managed in funds and investment AGs
grew only slowly on a net basis, by € 2.7 billion to

€ 59.3 billion. However, as in the previous years, it there-
fore gave a better performance than the market as a
whole in 2008. We see this as confirming the major
competitive strength of our service offer.

Fund management for institutional investors remains
highly diversified in respect of both the asset categories
and financial instruments and investment strategies
used. HSBC INKA currently works with around 120 asset
managers worldwide, therefore giving its clients maxi-
mum flexibility.

We expanded our offering for institutional investors deci-
sively in the second half of 2008 with HSBC INKA Invest-
ment-AG TGV. HSBC INKA operates as an administrator
for externally managed investment AGs. The volume of
investment AGs it services stood at around € 12 billion
at the end of 2008 spread between 26 subsidiary com-
pany assets. HSBC INKA also acts as administrator for
two self-managed investment AGs with several subsidi-
ary company assets.

Very well positioned

Together with its investors, HSBC INKA has also set
up liberalised special funds and funds of special funds.
They make use of the new legal option of investing in
other special funds with a special fund, making inves-
tors' capital management far more effective than to
date.

As in the previous years, we also made wide-ranging and
sustainable investments in the further development of our
IT infrastructure in 2008 in order to expand our leading
position in the areas of fund accounting, reporting and, in
particular, in risk management. HSBC INKAs degree of
automation is already very advanced in a market compari-
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son. This, along with our strict cost discipline and the
economies of scale we have already achieved — puts us in
a very good position against the competition.

The continuing crisis on the capital markets makes it
hardly possible to forecast the trend in volumes in the
fund business in 2009. Volume-based fee models have a
negative impact on the company'’s performance in falling
markets. However, as a flexible, specialised provider of
middle- and back-office services, HSBC INKA expects to
gain further mandates from sophisticated clients in 2009.

Custody Services

Our Custody Services experienced further strong growth
in 2008. HSBC Trinkaus has firmly established itself as
one of the leading providers in the German custodian
bank segment relying on excellent technical and human
resources. We were able to significantly expand our mar
ket position, in particular with respect to extremely large-
volume fund assets last year, making our Bank one of
the largest providers in Germany.

Custodian of the Year

In our German sub-custody business, there was a
double-digit billion increase in assets under custody over
the course of the year and product capacities were ex-
panded substantially. WWe have become one of the largest
service providers in this segment as well, with assets
under custody of over € 165 billion. Our services were
honoured by the international trade press (ICFA) and in
December 2008 we were awarded the prize “Custodian
of the Year: Germany”

We further developed our Internet-based fund trading
platform HSBCfast significantly in 2008; it is now the
leading system within the HSBC Group and with cus-
tomers from 31 different countries has long been one
of the world’s largest fund order systems. Discerning
domestic banks and banks from Europe were again
acquired as clients in 2008. Our concentration on reduc-
ing operating risks for our clients was the guarantee for
the success of HSBCfast in the difficult year 2008. The
fact that our growth is based on quality is proven by



HSBCfast's outstanding performance in the Capco Benchmark Studly,
in which 16 fund platforms throughout Europe were analysed by
neutral experts.

International Transaction Services

For International Transaction Services (ITS) the 2008 financial year
was much influenced by the financial crisis. In this market environ-
ment, we settled around 60 million transactions resulting from trad-
ing activities and delivery, around 10 % fewer than in the record year
2007 The volume of transactions rose strongly in the second half of
2008, though, as a result of the market volatility. At peak times we
processed significantly more than 400,000 trading transactions on
several consecutive days in each case, more than 85 % above the an-
nual average. \We reached a new record with 148,000 settled due
dates and events — 23 % more than in the record year 2007 In fund
trading we processed way more than 100,000 client orders per day
and over 4,000 resulting market orders.

The settlement software used by our highly qualified and motivated
employees proved its efficiency in particular in the most active
phases. In technological terms our strengths lie in the straight-
through real-time ability of the system landscape and in consistent
straight-through processing (STP).

Flat-rate withholding tax remains an important issue

ITS was able to implement all statutory requirements for the flat-
rate withholding tax on time and at the usual high level of quality
in close cooperation with clients and external software providers.
Alongside pure securities settlement, we also now offer our cli-
ents further services which have risen in connection with the flat-
rate withholding tax. This includes taking the tax implications of
other areas of business (e.g. term deposits and derivatives trans-
actions) into consideration for an overall view of the client. This
area of activity will remain important for us in 2009 as well.
Among other things, we will implement further legal specifications
and client-specific requirements.

Owing to the dismal economic situation, we are expecting transac-
tion volumes to decline in 2009. At the same time, we are confi-
dent that ITS can perform better than the market in close cooper
ation with our partners.

} Professional Services | Securities Services

In Profile

Securities Services

The Securities Services business
consists of HSBC Internationale
Kapitalanlagegesellschaft mbH
(HSBC INKA), Custody Services as
well as International Transaction
Services (ITS).

With a volume under management
in mutual and special funds of over
€ 60 billion, HSBC INKA is one of
the established capital investment
companies in Germany. In its core
fund management business, it of-
fers accounting, risk management,
tax analysis as well as reporting. It
manages individual and master
funds as well as direct invest-
ments by institutional investors.

Our Global Custody Team supports
institutional clients in safekeeping
and managing their securities
using the resources of the HSBC
Group. HSBC Trinkaus has been
servicing mutual and special funds
as a custodian bank since 1969, its
clients including banks, com-
panies, pension funds, capital in-
vestment companies and asset
managers.

ITS offers tailormade services
based on leading technologies in
all matters relating to the settle-
ment, management and safekeep-
ing of securities. As a business
enabler ITS provides its clients
with all services for securities-
related middle-office and back-
office processes, such as order
routing, transaction settlement and
custodian services, via electronic
interfaces.
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} Special Funds Far More Stable than Mutual Funds

HSBC Global Asset Management (Germany)

The volume of assets we manage declined in 2008 after
growing steadily in recent years. Some mutual funds suf-
fered not only price losses in the global financial market
crisis; increasingly risk-aware investors withdrew funds in
particular from the more volatile asset classes. Our
emerging markets products were affected by this in par
ticular. On the other hand, our liquidity funds were not
only able to hold up well as a safe haven, but even re-
corded significant inflows. There was a far more stable
trend in our special fund business than in the mutual fund
business. General price losses were compensated largely
by new business as well as additions to existing mandates.

As was already the case in previous years, Asset Li-
ability/Overlay Management proved to be a significant
area of our business operations in 2008. This success is
based on our integrated approach of implementing the
concepts developed in asset-liability analysis through
our overlay management activities as professional cap-
ital market-oriented solutions.

Austria, Eastern Europe and Switzerland in focus

We systematically strengthened our distribution activ-
ities in Austria and Eastern Europe in 2008. For this
purpose, we established a subsidiary in Austria, HSBC
Global Asset Management (Osterreich) GmbH. It began
operations with four employees in April 2008. We have
been marketing our fund products actively and suc-
cessfully in the Czech Republic, Poland, Hungary and in
the Baltic States since 2008. Overall, our assets in
Eastern Europe have remained largely stable, albeit on
a comparatively low level, despite the financial market
crisis. We made preparations for the active marketing
of our funds in Slovakia. We believe this initiative,
which we want to expand to other countries in Eastern
Europe, will already bear fruits in 2009. HSBC Global
Asset Management's presence on the Swiss market is
to be strengthened systematically, for the purpose of
which we are involved in establishing distribution activi-
ties in Switzerland.

2008 was a satisfactory year for HSBC Global Asset
Management (Deutschland) GmbH overall. We were not
able to maintain the record result achieved in 2007, but
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we held up well both in absolute terms and compared
with the competition. We attribute this in particular to
the stable trend in our special fund business. It is also
due to the fact that we manage costs efficiently and
concentrate on our core areas of competence in
Dusseldorf.

Forecast

2009 started in a still difficult environment, charac-
terised by the continuing loss of confidence in the
banking market as well as global recessionary worries.
Nevertheless, we are cautiously optimistic for the trend
in business at HSBC Global Asset Management (Deut-
schland) GmbH. Institutional investors above all are cur-
rently interested in carrying out investments in credit
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In Profile

Asset Management

\We manage our global asset man-
agement activities through an ef-
fective combination of global pres-
ence and local know-how. Thanks
to our cooperation with the HSBC
Group, we have access to a global
network, excellent expertise, as
well as a mature portfolio of prod-
ucts and services. Combined with
our detailed knowledge of the
domestic market, this creates the
basis for our long-term success.

HSBC Global Asset Management
(Deutschland) GmbH, which oper-
ated until mid-2008 under the
name HSBC Investments Deutsch-
land GmbH, deals with all activities
related to portfolio management.
HSBC Trinkaus acts as custodian
bank while HSBC INKA concen-
trates on fund administration. In
this way, we offer our clients the
individual components of asset
management as a separate and
competitive entity.

Our primary focus is the manage-
- ment of institutional assets and at-
tractive mutual funds. Together
with the HSBC Group's other asset
management companies, the prod-

products on a high spread level. Our major expertise in this seg- ucts offered by HSBC Global Asset
ment puts us in a good starting position here. The spread products Management (Deutschland) GmbH
we developed in previous years were not able to fully escape the cover all significant asset classes.
global market distortions in 2008 in terms of their performance, but We service institutional clients,

on the other hand no notable funds were withdrawn from them ei- corporate clients and financial in-
ther. By setting up our new Multi Asset Team and restructuring our termediaries in Germany and in
equity products, we have made the preparations for adequately Eastern Europe from Disseldorf.
meeting the greater demand from investors for stable returns with Our product range comprises tai-
a limited risk. lo-made special funds and mutual

funds which are under continuous
development.
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} Treasury Management:

Volatile Markets

Our strategy of a long-term advisory offer geared to-
wards sustainability in the area of interest and currency
management has paid off, in particular given the in-
crease in volatility in the second half of 2008. We as
the Treasury Management Group combine for our cli-
ents the greatest possible security and flexibility in
order to be able to react adequately and quickly to the
challenges. We are supported by the continuing finan-
cial strength of the HSBC Group.

Demand in the interest rate business was concentrated
on security and liquidity in the second half of 2008
owing to the crisis on the financial markets and the
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Security Plus Flexibility in

market and company evaluations it triggered. Interest
in structured or leveraged products clearly took a back
seat.

Above-average products

Only equity-linked products met with stronger demand
from investors as the major increase in volatility ena-
bled them to achieve above-average returns here with a
moderate risk structure. Vice versa, there was a strong
rise in the number of hedging transactions for equity
positions with respect to both direct holdings and
hedging stock option programmes.




The increasingly uncertain trend in central bank interest rates as
well as the distortions on the money market in the second half of
the year had a strong influence on the interest rate hedging busi-
ness. Alongside traditional hedging transactions, many customers
used the opportunities available to them for optimising existing
positions.

Targeted hedging

The Foreign Exchange division continued with its extremely favour
able trend in 2008. In addition to spot and forward exchange transac-
tions, we significantly expanded the business with FX derivatives in
particular. This provides clients with the opportunity to manage their
hedging requirements and carry out active risk management with a
precisely tailored opportunity/risk profile. Most of them also gave
preference to conservative and sustainable instruments.

The Emerging Markets segment has established itself as a firm
component of the Foreign Exchange division. Our clients benefit
here from HSBC's unique expertise in these markets and are given
active support from DuUsseldorf in planning and implementing opera-
tive and strategic foreign exchange transactions. \We were once
again able to clearly optimise the quality of our advisory service by
establishing structuring experts who are geared specifically towards
these topics.

Managing currency risks

With our currency overlay management we actively manage currency
risk positions for institutional investors, internationally operating com-
panies, as well as high net worth private clients. WWe again experi-
enced inflows here in 2008 and now manage positions of over $ 9.4
billion with our quantitative approach. The significant increase in volatil-
ity on the forex markets last year has led to steadily growing interest
on the part of our clients in this innovative risk management strategy.
The primary focus is hedging asset management positions.

Forecast

The positive performance in 2008 makes us optimistic for the year
ahead despite the financial market crisis. Especially in anticipation
of the growing uncertainty on the capital markets, we believe we

are in a good position in all product areas with our individual, risk-

management-oriented approach. Our aim is to further expand our

position in the German market.

} Professional Services | Treasury Management

In Profile

Treasury Management Group

The Treasury Management Group
offers its clients individually
tailored and integrated solutions
in the area of interest rates and
foreign exchange and provides
support in operative and strategic
issues.

In addition to corporate clients in
Germany, Austria and Switzerland,
the steadily growing client base
includes institutional clients, pub-
lic-sector bodies, foundations as
well as private wealth
management.

We analyse and evaluate the de-
velopment of international inter-
est rate and foreign exchange
markets on an ongoing basis also
using the expertise of the econo-
mists from the Treasury Research
division. In concert with our cli-
ents, we develop individually tai-
lored trading strategies according
to the respective situation on the
markets, for example for hedging
their transactions, optimising their
balance sheet positions or for
using market opportunities. Our
direct access to the HSBC
Group’s development and trading
capacities guarantees our clients
optimum service during the entire
process.
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} One of the Leading Arrangers in the Debt Market

The global financial market crisis presented issuers
and arrangers with new challenges with respect to fi-
nancing in the debt capital markets in 2008. Thanks to
our proven Debt Finance & Advisory approach, we
mastered these challenges and can look back on a
successful year.

It was more important than ever to always focus our
advisory service on the individual client benefits. In

a partner-based dialogue, we basically select from a
large number of financing alternatives those which
lead to the best possible solution for our clients. In ad-
dition, our clients benefit substantially from our long-
standing experience and market expertise and our
close cooperation with the HSBC Group’s Debt Capital
Market centres in London, New York and Hong Kong.

Overall, we arranged 75 issues with an aggregate vol-
ume of € 38.8 billion for industrial companies, financial
institutions and public-sector companies.

With our strategic approach of offering our clients the

“best of both worlds”, we were once again one of the
leading arrangers for debt issues.
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Issues for industrial companies

In the corporate bond market, we strengthened our
market position and accompanied a large number of
transactions as lead manager. Our success in the auto-
motive sector is to be pointed out in particular. We ar-
ranged three bonds for Daimler with an aggregate vol-
ume of € 2.35 billion and also acted as bookrunner for
a € 1.25 billion bond issued by Volkswagen. Not to be
overlooked are numerous private placements within the
scope of medium-term note programmes for several
DAX30 companies as well as the € 325 million increase
to an existing bond issued by E.ON AG.

The promissory note loan market was the star among
the debt markets in 2008. Based on its conservative
character and major flexibility for the issuers, it experi-
enced a real boom with issue volume rocketing to over
€ 20 billion at the end of the year.

We were extremely successful in this market segment
as well, and are among the top five arrangers, accomp-
anying transactions for well-known large German corpo-
rations and leading SME companies among others. The



promissory note loans we arrange for international customers,
which are based on the continuous and excellent cooperation with
our colleagues in Paris and London, are also to be pointed out. To-
gether we arranged several promissory note loans for French
CAC40 companies as well as other European groups.

Bonds for financial institutions

As was already the case in the second half of 2007, the international
capital market was hardly attractive for German financial institutions
compared to the domestic market throughout the whole of 2008. In-
dividual Jumbo Pfandbriefe were still issued by various institutions in
the first half of the year, with HSBC again acting as forerunner in this
market segment by issuing the first ship Jumbo Pfandbrief for HSH
Nordbank. The increasingly defensive stance taken by market mak-
ers over the course of the year then crippled the international market
and Pfandbriefe were sold exclusively in the domestic market. There
were also no senior, unsecured or bank capital benchmark issues by
German financial institutions throughout the whole year.

Bonds for public-sector issuers

The focus was clearly on public-sector issues with the increasing
volatility in respect of financial securities. The issuers serviced by
HSBC Trinkaus played a significant role worldwide and overall we
expanded our market share still further.

HSBC Trinkaus positioned itself as the leading issuing house for the
Reconstruction Loan Corporation (KfW) in particular with a total of
five benchmark transactions. For three issues in US dollars, two in
euros and additional smaller issues in pounds sterling we were
able to use the global network of the HSBC Group successfully.
The first lead management of a benchmark issue by the Austrian
Kontrollbank as well as the introduction of the short-term pro-
gramme (STERM) by NRW.BANK are also worth mentioning. HSBC
also acted as joint bookrunner in benchmark issues for Landwirt-
schaftliche Rentenbank, the community of German federal states
and the state of Lower Saxony.

In Profile

Debt Finance & Advisory

Debt Finance & Advisory consists
of the Debt Capital Markets and
Strategic Financing Advisory
teams. Debt Capital Markets is
divided into Corporates and Finan-
cials & Public Sector.

Corporates offers industrial com-
panies a wide range of debt mar-
ket financing. We advise our cli-
ents, for example, in the areas of
corporate bonds and promissory
note loans and also support them
in private placements abroad, with
convertible and hybrid bonds and
in structuring syndicated loans. In
a dialogue with our clients we find
an adequate issuing instrument for
every financing requirement, for
example for acquisitions, growth
financing or the refinancing of ex-
isting liabilities.

Financials & Public Sector is
geared towards banks, financial
institutions and public-sector cli-
ents. We advise on the issue and
placement of Jumbo and other
Pfandbriefe, unsecured bonds and
MTN drawings, and also offer
bank capital and securitisation
solutions.

There is close cooperation with
the Strategic Financing Advisory
team which is concerned with the
analysis and optimisation of com-
panies’ capital structure. Our cli-
ents are convinced by our global
distribution power and local know-
how as part of the HSBC Group.

} Professional Services | Debt Finance & Advisory
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} Record Figures in the Issuing Business

The dynamic trend in our own structured securities is-
sues continued in 2008 irrespective of the turbulent mar
ket environment, leading to a record in respect of our is-
suing activity in the latest financial year. With more than
55,000 warrant, certificate and structured bond issues,
the number of products issued was more than doubled
compared to the previous year (around 23,000) and al-
most four times higher than in 2006 (more than 14,000).
Most of these issues were leverage products as well as
comparatively simple structured securities.

Numerous products developed

In addition to expanding our product range substantially
in 2008, the diversity of product variations, distribution
profiles and underlyings in the individual product families
was also increased. We were able to use the structuring
expertise of the entire HSBC Group for this. We would
like to point out new products such as the FIX & WIN
bond, various open-end participation certificates on the
optimised indices developed by HSBC as well as our
open-end participation certificate on the HSBC Trinkaus
DAX® proSeason index. Our Safe certificates, Corridor
Bonus certificates, Recovery Bonus certificates or Bonus
Bull certificates are also to be mentioned here.

We also introduced additional issues on the Swiss stock
exchange (SIX Swiss Exchange) for public distribution in
Switzerland, also setting a new record here in 2008 with
849 products (2007: 319). On the other hand, we did not
expand our issuing activity on the Paris stock exchange
further (NYSE Euronext).
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Structured promissory note loans

HSBC structured or restructured its own promissory
note loans issued in accordance with our clients’ needs
in terms of maturity or structural elements in 2008 as
well. We were also again able to arrange and offer to
our clients various structured promissory note loans
and registered bonds for HSBC Bank plc and HSBC
France last year.
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Negative trend on the equity capital markets

The negative trend on the equity capital markets last
year led to far fewer IPOs, capital increases, replace-
ments and equity-linked transactions being carried out in
Germany compared to the previous year. Correspond-
ingly, we were not able to reach the high number of
transactions recorded in 2007 Irrespective of this nega-
tive market trend, we successfully accompanied and
placed capital increases for the CENTROSOLAR Group
AG, Phoenix Solar AG and SAF-HOLLAND S.A. as lead
manager in 2008.

} Professional Services | Issuing Business

In Profile

Issuing business

We provide a large range of qualified
services in connection with a variety
of capital market products. These
services are focused on structuring,
coordinating, documenting and im-
plementing the issue and IPO of se-
curities, such as equities and bonds,
warrants and certificates. We take
both legal and technical aspects into
consideration working closely to-
gether with other divisions. These
include Equity Derivatives Group,
Investment Banking Advisory and
Equity Capital Markets, Primary
Market Business, Marketing Retail
Products, Institutional Sales, Alterna-
tive Investments and the Company
Secretariat.

Our issuing and syndicate business
also covers all the main functions
in the issue follow-up business for
Treasury and third-party issues. We
also deal with products as varied as
stock option programmes, promis-
sory note loans, registered bonds,
tender offers, capital increases or
issuing, paying agent, custodian
and listing mandates.




} New Real Estate Fund in the Anniversary Year
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HSBC Trinkaus Real Estate GmbH celebrated its 30th anniversary in
2008 in which we set up by far the largest fund in the company's
history. Trinkaus Europe Property Fund No. 12 Luxembourg/ Airport
involves an overall investment of around € 81.5 million compared

to the previous average of around € 40 million per fund. The new
fund has capital of around € 52.5 million including agio, more

than double the average to date of around € 22 million. The fund in-
vests in a newly constructed office building in which HSBC Trinkaus
& Burkhardt (International) SA, a 100 % subsidiary of HSBC Trinkaus,
will set up its new headquarters. The special quality of this fund can
be seen from the placement result which remained totally unaf-
fected by the general market situation: fund units of over € 20 mil-
lion were subscribed in only six weeks up to the end of 2008.

A further highlight in 2008 was the sale of the properties in the
Trinkaus Europe Property Fund No. 2 launched in 1997 Two proper-
ties in Amsterdam and ‘s-Hertogenbosch, the Netherlands, were
sold to a company belonging to Canadian Homburg Invest Inc. In-
cluding distributions the investors were paid around 183 % of the
original sum invested giving the investors an annual return over the
entire term of 72 %.

Forecast

We are aiming to fully place our Luxembourg funds in 2009. The € 30
million still remaining so far represents one-and-a-half times the cap-
ital volume in terms of the average of our funds to date. Despite the
sector’s lower expectations overall, we anticipate that the placement
of the fund will be completed over the course of the first half of
2009.

} Professional Services | Real Estate

In Profile

Real Estate

The issuing house HSBC Trinkaus
Real Estate GmbH was founded in
1978 as a 100% subsidiary of the
present-day HSBC Trinkaus & Bur-
khardt AG, making it one of the old-
est initiators still operating in Ger
many today. HSBC Trinkaus Real
Estate GmbH currently manages an
investment volume of around € 610
million.

Our philosophy centres on an inter
national, conscientious and bal-
anced investment strategy for so-
phisticated private investors. We
offer investments in carefully se-
lected closed-end real estate funds
which we have initiated. By manag-
ing the funds and properties our
selves, we guarantee our investors

a high degree of quality and service.

Our criteria when selecting the
properties for our funds are clearly
defined and consistently support
medium- and long-term investment
strategies. We basically only invest
in first-class locations. The build-
ings must be of high quality with
sophisticated architecture, and
competitive rental agreements
must be concluded with tenants
with a first-rate credit standing.

We have set up a total of 14 funds
so far. We would like to continue
the successful Trinkaus property
fund series and are therefore ana-
lysing innovative markets in order
to develop them for our clients.
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We stand by our responsibility for our clients and for our employ-

ees alike. A client relationship can only function ifiitiissbased on
mutualitrust. This is the basis for working together successfully.

—== s —
- We therefore invest in tmployees. Their strong

commitment and major loyalty are an expression of this alongside

their professional expertise. This is also evident from the long aver-

agé period of service at our Bank. Our clients also benefit from ‘

this — not least from the satisfaction of our employees.
T T S E
A further aspect in a client relationship is reliability. The constant
improvement of the efficiency of our IT systems is required to
meet not only our clients’ needs, but also the growing regulatory
requirements. One of our strengths is the clearing and transac-
tions business which requires a high degree of perfection and
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} Powerful Technology and Efficient Processes

Our Operations division modernised and expanded its
IT systems and working processes with which national
and international payments are settled in the latest finan-
cial year. This primarily involved optimising processes in
order to be able to process the growing volume of trans-
actions on a fully automated basis as far as possible. We
also implemented new statutory provisions, such as
new Bundesbank statistics.

In January 2008 we successfully introduced cross-
border transfers in SEPA format (Single Euro Payments
Area). We then began to make preparations for the in-
troduction of the European direct debit scheme (SEPA
Direct Debit) in the second half of 2009 and to imple-
ment the associated statutory changes in payments
transactions.

Efficient contingency management
Being prepared for emergency situations is an im-

portant part of risk management at HSBC Trinkaus. This
includes, for example, the loss of IT systems, busi-
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ness premises or even personnel. Even then, it must
be possible for business operations to be continued
without interruption. We are constantly optimising the
planning and implementation of contingency meas-
ures and have successfully proven by means of tests
under production conditions that the corresponding
back-up systems and alternative premises fulfil their
function.

The Bank as clearing house - stable and reliable

We showed how reliable HSBC Trinkaus is in the highly
volatile markets in 2008: as custodian bank, as clearing
house for the derivatives exchange and as capital market
counterparty when executing and confirming our Treas-
ury and derivatives trading activities. This was evident in
two respects.

When the volume of transactions constantly reached
new records in the autumn months of 2008, our clearing
operations coped smoothly with the rush of business,
providing clear evidence of our efficiency.



However, many established capital market addresses as well as large
counterparties in the interbank market quickly and surprisingly broke
away. Despite the partly rapid developments in the area of OTC de-
rivatives, we avoided all casualties. \We were able to settle the trans-
actions correctly, which was in no way to be taken for granted, as
could be seen from the reports in the press.

HSBC Trinkaus settled as general clearer for Eurex a total of 6.5 mil-
lion transactions in 2008 with a volume of over 80 million exchange
and customer contracts. The additional business on all other futures
and options exchanges is characterised by partly complex delivery
processes between the clearing banks.

Our strength feeds on the major professional expertise and experi-
ence of our product specialists in the clearing teams together with
their above-average flexibility and willingness to perform in the in-
terest of our clients. This is accompanied by robust basic processes
and their economies of scale with a steady increase in the degree of
automation (straight through processing — STP). We are working con-
tinuously to further improve the efficiency of these processes. For
example, we are in the position to confirm foreign exchange transac-
tions via the global SWIFT network on a neartime basis within one to
three hours. We also carry out the custodian bank clearing of the for
eign exchange transactions executed by our clients’ asset managers
with global third-party counterparties by means of SWIFT in STP
processes.

Printed confirmations also modernised

In the 2008 financial year we radically modernised all paper-based
forms of confirmation for treasury flow transactions in the foreign
exchange and money market business. At the same time, we ad-
justed them to the new processes based on the account state-
ment in A4 format which can be divided into periods. With the
support of printers specialising on these account statements, con-
trolling their dispatch has improved and become more flexible than
before. We already comprehensively updated the fixing confirma-
tions for interest rate derivatives in 2007.

A further highlight for us in the 2008 financial year was the suc-
cessful settlement of a large number of syndicated promissory
notes for leading European industrial groups for whom we syndi-
cated and placed promissory note loans with an aggregate nom-
inal value of € 1.2 billion. HSBC Trinkaus also took on the mandate
of paying agent for all of these transactions.

} Organisation and Personnel | Operations

In Profile

Operations

Our Operations division settles
|T-based transactions from pay-
ments to securities and deriva-
tives business. This area of ac-
tivity is constantly changing as a
result of changes in technology,
the markets and statutory provi-
sions, presenting both employ-
ees and technology with major
challenges.

We have many years of experi-
ence in electronic banking
where we combine industry-
wide standards with special so-
lutions for individual clients.
Based on the unique global op-
portunities of the HSBC Group
we offer our clients a compre-
hensive product range.

At the same time we act as
custodian bank, as clearing
house for the derivatives ex-
change and as capital market
counterparty. The conditions for
our success are perfection and
reliability in executing and con-
firming our transactions.

We also concentrate in all activ-
ities on considering the possible
impact on the environment, on
saving resources and avoiding
negative effects as far as possi-
ble. We participate in HSBC's
numerous environmental pro-
tection programmes, which are
regarded as exemplary.
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} Greater Security Thanks to New Computing
Centres

Business processes are increasingly dependent on the cided to move our two computing centres to new loca-
security and availability of the IT systems. We there- tions which satisfy the most up-to-date security stand-
fore continued in 2008 with our strategy of investing ards, thus avoiding operational risks. \We have already
in the expansion of our IT infrastructure and making IT completed the first relocation project.

components highly available. In this context, we de-
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IT systems adjusted to flat-rate withholding tax

A primary focus of our work with the IT application systems in
2008 was adjusting them to the requirements of the flat-rate
withholding tax which came into force on 1 January 2009. The ac-
tivities required for this, such as the conception and development
of applications, placed major strains on our available resources.
We used the remaining scope to expand areas of business and
optimise business processes.

In Profile

Information Technology

} Organisation and Personnel | Information Technology
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Information Technology is di-
vided into IT Development and
IT Operations. IT Development
is mainly responsible for devel-
oping the Bank's own efficient
software — so-called individual
software. The main task of IT
Operations on the other hand
is operating IT application sys-
tems with both individual and
standard software. We also
provide the necessary IT infra-
structure.
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} Highly Qualified, Highly Motivated:
Our Staff

Our success is based on the strong commitment and
loyalty of our staff. HSBC Trinkaus had a total of 2,238
employees at the end of 2008. The mean age of our
employees has remained constant at 38, an expression
of a balanced age structure which corresponds to mar
ket requirements.

The professional skills of our employees, their careful
and efficient working methods as well as their strong
service mentality have made us a valued business part-
ner for our demanding clientele. Satisfying our staff is a
further important prerequisite for maintaining the qual-
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ity of our work on the highest level. They again con-
firmed their satisfaction in 2008 in our second global
employee survey conducted in the form of an online
questionnaire and covering topics such as client orien-
tation, leadership and remuneration. A pleasing 86 % of
all employees took part in the survey. The index for em-
ployee commitment at the Bank stands at 69 % and is
therefore higher than the average.

A similar result is shown by fluctuation at HSBC
Trinkaus, which has been below the average for years
and was again on a low level of 6.1 % in 2008. Both



figures underline the commitment, major satisfaction
and loyalty of our staff. The low fluctuation also enables
the personnel continuity we aim for in servicing our
clients.

Our personnel development

The requirements in our highly specialised and competi-
tive market environment are growing all the time. Our
employees have to be as well-prepared as possible for

} Organisation and Personnel | Human Resources

the daily challenges facing them. Intensive encourage-
ment as well as qualified training have therefore been
firm elements of our personnel policy for years.

We held 330 internal training events as well as 571 ex
ternal advanced training programmes last year with a
total of 4,909 participants, using both the know-how of
our specialists within the Bank and the expertise of ex-
ternal trainers. In addition to the constant offer of PC
and IT training, acquisition and language courses, we or-
ganised product-specific training events for our sales
teams in 2008, in which 268 employees took part. The
managerial training we started in 2007 was intensified in
2008 and supplemented with individual coaching.

The Frankfurt School of Finance & Management as well
as other universities remain important partners for the
long-term qualification of our staff. They offer degree-
level banking qualifications and qualifications such as
Certified Financial Planner (CFP), Chartered Financial An-
alyst (CFA) and Certified International Investment Analyst
(CIIA). There was also a trend towards specialised meas-
ures, for example the certificates course “Processes and
Systems of Deutsche Borse Group', training to become
a Certified Investor Relations Officer (CIRO) or specialist
banking and capital market lawyer.

A total of 85 employees also took part in global HSBC
advanced training programmes abroad. At the same
time, several employees of our Bank took up place-
ments at various locations of the HSBC Group, in par-
ticular in Great Britain, but also in Switzerland, France,
Luxembourg, Spain, the United Arab Emirates, Hong
Kong and China. These placements involved or involve
periods abroad of a few weeks to several years.

Our new generation

A total of 38 highly motivated apprentices are currently
working at the Bank towards professional qualifications in
banking, office communication and IT. In addition, five are
working towards investment fund specialist qualifications
at our Internationale Kapitalanlagegesellschaft mbH sub-
sidiary and a further five towards professional office com-
munication qualifications at International Transaction
Services GmbH. Overall, 19 young people successfully
completed their training within the Group in 2008 and we
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are proud to report that they passed their final exams
with the grade of “good” or “very good” as in the previ-
ous years.

While we again took on all qualified office communica-
tions and IT trainees as permanent employees last year,
most qualified bank officers decided to enter full-time
studies to begin with. We keep close contact with these
former trainees during their studies, for example by offer
ing them internships or student trainees programmes in
various areas of activity. As in the previous year, organis-
ing reunions paid off in particular, thanks to which we
were already able to offer fiver former banking trainees
a job after completing their studies as direct entrants or
trainees for the Bank.

Securing new generations of employees is a priority for
us, and we will therefore remain strongly committed to
the qualified training of our employees and supporting our
former trainees.

University marketing

We continue to attach major importance to university
marketing and the recruitment of highly qualified junior
executive staff. In addition to carrying out various ex-
ternal workshops, we again arranged for specialists
from our Bank to hold practical seminars and were repre-
sented at various contact fairs at top-flight universities in
2008. The aim was to present HSBC Trinkaus as an in-
teresting employer. Those who attended the contact
fairs were able to find out about opportunities for enter
ing positions at our Bank and take up contact with us
early on.

Internships and student trainee activities allow suitably
qualified students to gain an insight into the various spe-
cialist areas of HSBC Trinkaus. Based on this, we keep
in contact with selected students after they have com-
pleted their training activities both personally and by
sending out regular newsletters.

As well as direct working opportunities, we also offer
outstanding university graduates trainee programmes
with the Bank. These programmes are structured for

graduates individually and include compulsory periods
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abroad within the HSBC Group as well as targeted ad-
vanced training programmes. Once these programmes
have been completed, we offer graduates a number of
highly interesting and challenging recruitment and career
opportunities. Twenty four qualified trainees were taken
on in permanent positions after completing their pro-
grammes last year alone. At the same time, we took on
around 60 new university graduates as trainees and di-
rect entrants in 2008.

Our responsibility

We are aware of our major responsibility for our clients
and for our employees alike. The principle of equal treat-
ment as well as the obligation to respect the dignity,
privacy and personal rights of all employees is firmly an-
chored in the Bank's code of practice for everyone as
important rules of conduct. The obligation of all employ-
ers to create a “culture of anti-discrimination” as ex-
pressed by the legislature in the explanatory notes on
the general law on equal treatment has always been
and is a matter of course for us. Our working environ-
ment is characterised by diversity and internationality,
with employees from over 30 nations working together
within our Bank. The basis of our corporate culture is
open communication, trust and mutual respect.

Our contribution to work-life balance

We take a particular interest in how our employees rec-
oncile work and personal life. Creativity and innovation at
work can only develop if there is the right balance be-
tween working and private life. Providing the right set-
ting for the creation of a healthy work-life balance is
therefore of major importance at HSBC Trinkaus.

The topic of work-life balance was taken up in many
workshops held within the scope of the employee sur
vey, and further optimisation possibilities were worked
out in the various areas of the Bank. In addition to sup-
porting employees by offering more flexible part-time
and teleworking jobs, the Bank cooperates with a recog-
nised external firm which provides our employees with
free advice if required on organising day care for children
or older family members.



We decided in 2008 to set up a company kindergarten close to the
Bank, which opened on 1 January 2009, offering a total of 20 places
for children under three. The positive response from our employees
shows that this has made an important contribution to reconciling
work and family obligations. If parents know that their children will
receive optimum care, they can return to work sooner and
wholeheartedly.

Thanks

The Bank owes its success to the strong motivation and major com-
mitment of all of our employees, and we would like to take this op-
portunity to thank them all. We continue to reward their initiative and
the contributions they make with adequate, performance-related re-
muneration supplemented by a wide range of selected fringe ben-
efits, in particular for pension schemes.

We would also like to thank all employees for their loyalty and trust.
Thanks are also due to the members of the Employees’ Council as
the success of our company is only guaranteed with their responsi-
ble and constructive cooperation in the joint interests of the Bank
and its staff.

In Profile

Human Resources

Our employees are our most im-
portant asset as the long-term
success of the Bank depends on
them. Values such as continuity,
trust and service are given the
greatest priority also in our
Human Resources work.

The activities of our Human Re-
sources team are focused on the
individual support of current, fu-
ture, potential and former Bank
employees. This includes person-
nel recruitment as well as per
sonnel deployment planning and
personnel administration.

Our employees are prepared for
the requirements of their area
of responsibility individually
through tailor-made training and
advanced training measures.
Teams of specialists ensure opti-
mum personnel-related commu-
nication, are responsible for the
exchange of staff within the
HSBC Group and are involved

in national and international pro-
jects. Our activities are rounded
off by complex personnel con-
trolling, service-oriented salary
accounting as well as staff
account management.

} Organisation and Personnel | Human Resources
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‘V/e pursue an integrated CR strateg§/ according to

n

anagement. It is at the foundation of our business
activity. This commitment is rooted in our tradition as
private bank going back to 1785, whose orientation ha
always extended over several generations. At the same
time we are part of the global network operated by the
HSBC Group. Thanks to its convincing commitment to
Corporate Responsibility (CR), it is regarded as one of
the leading companies worldwide for sustainable cor
porate responsibility. We bring together the “best of
both worlds” in our CR as well.

hich corperate regpo rﬂc, ec-
ological and social tesp ligs iff particular
with a view to the jom . We believe that
uisite for long-term

corporate responsil?ilit

economic SUCCESS.

rinkaus is committed to sustainable company =

e transformed our numerous individual ac-
tivi to date into an integrated corporate responsibil-

it\/ concept. All projects have since been coordinated
on a centralised basis by our CR representative. The
commitment and ideas of our employees are important
prerequisites for the successful implementation of
these measures.

¢

AT




} Acting Responsibly Means Acting Sustainably

Socially Responsible Investments (SRI)

HSBC Trinkaus offers comprehensive equity research for
listed companies from the solar, wind, waste manage-
ment and water industries. Since 2006 we have been
organising the annual two-day HSBC Small/Mid-Cap So-
cially Responsible Investment Conference in Frankfurt
am Main. With 50 companies from the sector and over
220 participants, it was one of the world's largest confer
ences in 2008. We have also been putting the HSBC Cli-
mate Change logo on all publications from the HSBC Re-
search division focusing on the topic of climate change
since September 2008.

At present we offer private and institutional investors
seven listed strategy certificates on water, bioenergy
and solar equity baskets. In the area of Alternative In-
vestments, we provide a globally investing infrastructure
fund which invests in unlisted projects covering all as-
pects of renewable energies, water supply and waste
management.

Corporate Responsibility

HSBC Global Asset Management (Deutschland) GmbH
has been managing sustainable special and mutual
funds for many years and has been cooperating since
2003 with Sustainable Asset Management AG (SAM) in
Zurich, one of the world's leading providers of sustain-
able investments. The cooperation with SAM comprises
both the development and distribution of products and
concepts which also take ecological and ethical, along-
side economic, criteria into consideration.

In February 2008 we continued with the series of special
SRI events which we established in 2006. One event
held jointly with the Protestant-Lutheran Regional
Church of Bavaria dealt with strategies for sustainable
investments against the backdrop of climate change. It
was followed in 2008 by an event entitled “Investment
Opportunities in Climate Change”, which was aimed at
our high net worth private clients. The HSBC GIF Climate
Change mutual fund, which uses the reference index re-
lating to climate change set up by HSBC in 2007, was
also presented at this event.

Corporate Responsibility
responsible entrepreneurial action

!
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Our activities also included 53 days of roadshows with
SRI companies, an SRI Solar Field Trip with four com-
panies, an Automechanica event with an SRI background
and five further reverse roadshows where we also
visited SRl companies.

Sustainable Risk Rating

When granting loans we carry out a risk assessment
within the scope of the Sustainable Risk Rating ac-
cording to HSBC standards. These standards are de-
fined for the chemicals, defence, energy, forest land
and forest product, freshwater as well as mining and
metals sectors and comprise among others environ-
mental risks, product liability and social commitment
in standardised rating categories.

HSBC Trinkaus also examines all loan commitments
with respect to its sustainability and reputation risk.

Ecological responsibility

HSBC was the world's first CO_-neutral major bank in
2005 and the first CO,-neutral company within the
FTSE 100. This is ensured by the HSBC Group’s Carbon
Management Plan into which we are fully integrated as
HSBC Trinkaus. The plan comprises four components.
Firstly, we continuously determine and monitor our com-
pany’'s CO, emissions. Secondly, we are reducing energy
consumption and have implemented an improvement
process which consistently forces us to use economic
and ecological savings potential. As the third compo-
nent, we purchase green electricity from hydro-electric
and wind power plants in Scandinavia for the DUsseldorf
locations Konigsallee, Wilhelm-Marx-Haus and Georg-
Glock-Strafse. Our agreement with the Disseldorf public
services envisages the purchase of around 11.4 million
kwh per annum and is certified within the scope of the
internationally recognised Renewable Energy Certificate
System (RECS). The fourth and final component is the
offsetting of the remaining CO, emissions via emissions
certificates which is carried out centrally for the entire
HSBC Group from London.

} Corporate Responsibility

HSBC Climate Partnership

HSBC Trinkaus has been involved since 2008 in the
HSBC Climate Partnership, an employee commitment
initiative launched by HSBC with the aim of fighting the
negative impact of climate change. HSBC Trinkaus em-
ployees have also supported the programme, which is
based on a five-year partnership between HSBC and
four globally leading environmental protection organisa-
tions: The Climate Group, Earthwatch Institute, Smithso-
nian Tropical Research Institute (STRI) and WWF. Within
the scope of this programme more than 2,000 HSBC
employees are being trained as so-called Climate Cham-
pions to become a Green Task Force and made aware of
the problems of climate change. HSBC is investing

$ 100 million in this programme, the largest of its kind
worldwide, which includes projects for clean, greener
townscapes, for example in Hong Kong, London, Mum-
bai, New York and Shanghai. The programme focuses on
the largest field study of its kind for examining the long-
term impact of climate change on the earth's forests. It
also includes the protection of the world's largest rivers
and other environmental issues.

Employee commitment in environmental
education

We also want to do justice to our ecological responsi-
bility in environmental education. The employees com-
mitted to the HSBC Climate Partnership carried out

an environmental workshop for 25 grade-four primary
school pupils in Disseldorf-Lichtenbroich in 2008.
Based on the theme “Environmental detective — are
you ready to save the earth?!” the pupils came up
with environmental protection measures relating to
water, waste and energy. The environmental work-
shops, which were designed to last for one morning,
gave rise to an environmental teaching unit covering
ten double periods. It is offered by further members of
our staff as part of an environmental protection project
at a DUsseldorf full-day primary school and has already
been tested in practice. We will support our staff in ex-
panding this commitment.
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Effective CO, management

“The scientific evidence is now overwhelming: climate
change is a serious global threat and requires an urgent

global response.”

“Stern” report on the economic aspects of climate change, 2007

CO, neutrality

Carbon dioxide is the greenhouse gas which
makes the greatest contribution to climate change.
To be CO,-neutral in this context means that HSBC
causes no net increase in carbon dioxide emis-
sions to the atmosphere in its global business
activity.

The greatest challenge of the century

From our point of view climate change is the
greatest environmental, social and economic
challenge of the century. With our CO, neutrality,
wWe express our wish to operate our business
more sustainably.

Be being CO,-neutral, we also hope to gain a bet-
ter understanding of the effects that an increas-
ingly CO,-regulated economy will have on both
us and our clients. We are expecting rising CO,
costs as a result of regulations and environmen-
tal charges and are convinced that financial insti-
tutions should and will play an important role in
converting to a low carbon economy.

HSBC X

The trigger for change

CO, neutrality promotes organisational efficiency.
Higher green electricity tariffs and costs resulting
from the purchase of carbon offset certificates
will have the effect to begin with of increasing
costs, which will be countered in turn by consist-
ent energy saving.

However, CO, neutrality may not be reduced to
the costs side. It should also be regarded as an
investment. The purchase of green electricity and
credible carbon offset certificates promotes the
global offer of energy-efficient technologies and
the willingness to invest in these technologies.
We are aware of the advantages of these invest-
ments for our business partners, shareholders
and clients.

We were already able to promote the discussion
with institutional investors in November 2007
with our highly regarded Petersberg Conference
on the topic of “Climate change — the financial
sector’s Achilles heel?" In order to give a clear
signal here as well, we offset the CO, emissions
arising from the conference. We are continuing
the discourse.
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Social responsibility

Our social responsibility with respect to our staff is
documented by a large number of employee benefits.
These include comprehensive pension schemes, our
benevolent fund for employees in need of assistance,
our Family Service, which helps in finding external care
for children or elderly relatives, as well as the company
season ticket for local public transport. Our company kin-
dergarten, “TuB-Zwerge”, opened its doors in OststralRe
in January 2009 offering 20 places for children under
three.

An educational cooperation programme has linked us
since 2006 with the Adam-Josef-Clippers-Berufskolleg in
Ratingen. Further partnerships were added to the pro-
gramme in 2008 with the Theodor-FliednerGymnasium
Dusseldorf and the Berufsbildungszentrum Grevenbroich.
All schools participating in the cooperation programme
have an economic and/or scientific focus which we are
expanding via practical talks given by our employees in
the classroom, pupil work experience at the Bank and
application training.

Since 2006 HSBC Trinkaus has been cooperating with
the globally operating student organisation SIFE (Stu-
dents in Free Enterprise), which has existed in Germany
since 2003. SIFE Germany currently consists of over 20
partner universities which, with the help of a large
number of German and international partner companies,
initiate projects to open up economic prospects for third
parties. SIFE emphasises sustainability and defines re-
sponsible action as the key to long-term success in the
economy. Accordingly, acting sustainably means har
monising economic, social and ecological perspectives
when pursuing entrepreneurial goals. SIFE wants to
support teams of students in applying the knowledge
they have gained from all specialist areas in practice and
developing into responsible entrepreneurial personali-
ties. Its maxim is: "A head for business. A heart for the
World = Creating Responsible Leadership”.

} Corporate Responsibility

Promoting culture

Social and cultural commitment is firmly anchored in our
company history. Christian Gottfried Trinkaus made a
“considerable donation” to the evangelical parish of
Dusseldorf when he took over the banking business in
1852, followed by numerous further gifts and donations
from him and his successors.

Our commitment to art and culture, with the focus on
Dusseldorf, the city we have been connected with since
1785, is part of this tradition. We have long-standing con-
nections in particular to the Disseldorf Academy of Arts,
the NRW Art Collection, the Robert-Schumann Univer
sity of Music Dusseldorf, the Disseldorf Concert Hall,
the Deutsche Oper am Rhein and the Heinrich Heine
University of Disseldorf. But we also have links to the
Folkwang Museum Essen, the Bach Academy in Stutt-
gart and the Society of Friends of Bayreuth.

In October 2008, the Procedere exhibition by the class
of Professor Markus LUpertz was held at our Disseldorf
Kénigsallee offices, upon the occasion of which grants
were awarded to students of the Academy of Arts by the
Ernst Forberg Foundation. Like many others, the Founda-
tion goes back to a former owner of our Bank.

We also support a large number of other cultural, social
and ecclesiastical establishments in Dlsseldorf and the
cities in which our branches are located.

We set up a Christmas fund-raising campaign last year,
making donations to three social projects proposed by
our staff: the children’s hospice Regenbogenland Dussel-
dorf e.V,, ATE. — the Association Thérapie Equestre in
Luxembourg — offering riding for the disabled and the
Altstadt-ArmenkUiche e.V. DUsseldorf, which provides
food for the homeless.
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As one of the main sponsors, we are also
involved in setting up a new youth welfare
centre in the DUsseldorf suburb of Wersten,
the “"Arche”. We were impressed by the
work carried out by the “Arche” Christian
children’s fund, which is already active in
Berlin, Hamburg and Munich: it helps chil-
dren living in poverty, gets them off the
streets, offers them a warm meal and mean-
ingful leisure activities and a place to feel se-
cure. We are accompanying the establish-
ment of the Dusseldorf “Arche” from its
beginning. Apart from making donations we
want to participate actively in the long term
by offering help and advice.

In 2008 we participated for the first time in
the voluntary service day organised by the
Dusseldorf Diakonie welfare organisation.
We intend to strengthen this commitment,
borne essentially by our employees, in the
future as well.

Focus on youth and education

Financial knowledge is indispensable in our
modern society, in both private and working
life. However, knowledge of financial mat-
ters is not systematically passed on in the
general-education schools. Furthermore, em-
bedding our social market economy positively
in people’s minds is a central prerequisite for
the stability of our democracy.

Management Board members and employ-
ees of our Bank have already given regular
guest lectures at schools and universities in
the past. We wiill gradually expand this com-
mitment to all types of school, doing even
greater justice to our social responsibility.



The “"Arche”

HSBC Trinkaus is involved as one of the main
sponsors in establishing the “Arche” Christian
youth welfare centre in the Disseldorf suburb of
Wersten Stid-Ost.

Wersten Stid-Ost, which lies to the south of the
city of DUsseldorf, is home to many with low in-
comes, single parents and families with a migra-
tion background. More than half of the inhabitants
receive social security benefits and the percent-
age of young people with no vocational training is
very high. Many are not in the position to secure
their existence. The housing and the living envi-
ronment in the suburb, in which over 5,000 people
live, is partly in need of redevelopment. This is
the reality of the children and young people living
in Wersten Sutid-Ost.

A study sponsored by the state of NRW at the
Dusseldorf University of Applied Sciences on the
subject of “Child poverty in problem suburbs”
shows that Wersten Stid-Ost ranks 154 out of 166
social areas examined in DUsseldorf and is there-
fore one of the areas with the greatest social prob-
lems. The consequences of the formation of prob-
lem suburbs — the experts talk about “spatial
segregation” — mentioned in the study include
stigmatisation, major pressure on families, low re-
sources as well as the social exclusion of children
and young people with the result that they have no
chances.

} Corporate Responsibility

The aim of the “"Arche” youth welfare centre is to
actively fight child poverty and its consequences.
A new building is to be erected by the city of
Dusseldorf for this purpose and the facts show
that the location at Benninghausener Strafse /
Werstener Feld has been well chosen.

The organisation supporting the centre is the
Christian children’s fund Christliche Kinder und
Jugendwerk e.V., which set up its first “Arche” in
Berlin in 1995. The aim of the fund is to get chil-
dren off the streets, offer them meaningful lei-
sure activities, reduce social deficits and inte-
grate children into the centre of society again.

Pastor Bernd Siggelkow, who has in the mean-
time been awarded the Federal Cross of Merit for
his commitment, is founder of the fund. Its goal
and vision is to anchor the “Arche” youth centre
as a permanent institution throughout Germany.
Dusseldorf will now follow on from Berlin, Ham-
burg, Munich and Potsdam and there are plans
for further centres in Cologne, Frankfurt, Leipzig
and Memmingen. Poverty, especially child pov-
erty, is growing in our society. And this also ap-
plies to DUsseldorf.

The "Arche” in Wersten Stid-Ost will look after
around 60 children up to the age of six in a day
care centre, of which nine children are under
three. 70 to 80 older children and teenagers will
be catered for in children’s and youth clubs offer
ing various leisure activities.

The idea of supporting the “Arche” came from our
employees. \We want to accompany the establish-
ment of the Disseldorf “Arche” from its beginning,
not just with financial support, but also with the
voluntary commitment of our staff and donations
in kind. With our help the “Arche” will become a
place full of hope and optimism for the children
and young people living in Wersten Stid-Ost.
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The economic environment

The global economy in 2008 was not able to come any-
where near the growth momentum seen in the two pre-
vious years. Expansive forces were weakened on the
one hand by the rise in raw material prices, which con-
tinued until mid-2008. On the other, the escalating crisis
on the financial markets left deep marks. The collapse in
September of the US investment bank Lehman Brothers
in particular proved to be a catalyst for the turmoil on the
capital market, which from then on also affected the
emerging markets, giving the crisis a global character.

The weakening of global demand, which had a particu-
larly hard impact on the export-oriented industrial sec-
tors, was the main growth inhibitor for the German econ-
omy. Correspondingly, external trade had a dampening
effect on growth in 2008. Private consumption was also
not able to generate any positive growth impetus owing
to the oil price shock. The overall economy grew by 1.0 %
in 2008 based on solid investment activity. However, the
economy has already been shrinking, compared to the
previous period, since the second quarter, which means
that Germany is in a recession according to the classical
definition. At the beginning of November the federal gov-
ernment felt impelled to support the economy by intro-
ducing an initial rescue package. The German banking
system has not been able to escape the global down-
ward spiral, either. Several institutions have only been
able to avoid insolvency thanks to government support.

The rise in energy prices also left its mark on inflation.
The rate of inflation reached its peak in mid-2008 at

3.3 % in Germany, and even 4.0 % in the Eurozone.
Despite disappointing economic data, the ECB was
prompted by this trend to increase the repo rate in July
by 25 bp to 4.25 %. Owing to the sharp decline in infla-
tion in the second half of the year and the increasingly
more dismal prospects for the financial system and the
economy overall, the ECB did a U-turn in October and
lowered the key interest rate to 2.5 % until the end of
the year. This is likely to have contributed to the value of
the euro falling from $ 1.60 at times to $ 1.40 at the end
of the year. Capital market rates also benefited from the
interest rate cuts with the yield on ten-year Bunds falling
as far as below 3.0 %. However, there was little reason
for joy among investors on the German stock market.
The DAX30 lost around 40 % in a yearon-year
comparison.
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Profitability

The financial market crisis led to extremely differing
trends in our income statement in 2008. On the one
hand, there were substantial burdens on our financial as-
sets. On the other, we were able to use the trust placed
in us by our clients to expand our business in many
areas of our operating business. Proprietary trading was
also almost able to repeat the extremely good prioryear
result. At € 200.6 million, operating profit was only 2.3 %
lower than the record level of € 205.4 million reached
the previous year. This is proof that we are able to imple-
ment our strategy very successfully not only in good
times, but even and especially in difficult times.

The good results in our client business and in proprietary
trading have been reduced in part by the impact of the
financial market crisis on our financial assets. Substantial
value adjustments on the Bank's securities positions
were required in the 2008 financial year leading to a loss
of € 50.0 million from securities held as financial assets
on balance. These losses affect mainly bonds as well as
equities and subordinated capital of banks and insurance
companies, and also mutual funds. As is the case with
net loan impairment and other credit risk provisions, we
apply extremely stringent standards for calculating the
necessary impairments. In addition, net trading income
includes losses of € 11.1 million resulting from deriva-
tives in the bank book which do not satisfy the hedge
criteria. We do not report these losses under operative
trading profit in the calculation of operating profit, but
after income from financial assets. We have not made
use of the facility of reclassifying financial instruments
for the purpose of avoiding write-downs with an effect
on income.

This means that profit before taxes declined by one-third
to € 138.2 million and net income after tax by 37.8 % to
€ 89.6 million, a result which enables us to pay an un-
changed dividend versus the previous year of € 2.50 per
share. This corresponds to a dividend total of € 65.3 million,
which was fully earned in the operating business.

The individual items of the income statement developed
as follows:

Net interest income was up 26.8 % to € 139.5 million.
We benefited in particular here from the major trust
placed in us by our clients, as can be seen from the fur



ther increase in customer deposits of € 1.3 billion or

12.7 % in a yearon-year comparison. The prioryear figure
of more than € 10 billion was already the highest level of
customer deposits in the history of HSBC Trinkaus. This
meant that we did not have to carry out any expensive
refinancing transactions, but were able to invest the
major surplus funds at significantly better terms and
conditions. The selection of suitable addresses for this
presented our risk management with a particular chal-
lenge at times.

As regards net loan impairment and other credit risk pro-
visions, we made an addition of € 4.5 million again on
balance for the first time in several years. While addi-
tions and reversals for individually assessed impairments
were almost balanced despite still stringent standards,
HSBC Trinkaus added € 3.4 million to collectively as-
sessed impairments. This takes into consideration the
poor economic prospects which typically only make
themselves felt in the loan books with a time delay.

Net fee income was up 9.3 % to € 347.6 million. How-
ever, it is to be taken into consideration that we fully
consolidated International Transaction Services GmbH
(ITS) for the first time in 2008. Adjusted for this extraor
dinary effect, net fee income would have been down

5.0 % compared to the previous year. As expected, there
was a significant decline in adjusted net fee income
from the securities business as our clients are showing
restraint on account of the financial market crisis and the
dramatic reduction in share prices. On the other hand,
the foreign exchange, derivatives and international busi-
ness, lending as well as payments were very successful
as both volumes and margins were expanded. This was
due on the one hand to the trust placed by our clients in
our financial strength; on the other, we were able to use
the liquidity and capacity to assume risk of the HSBC
Group's large global trading books to the major benefit
of our clients. We were also able to increase net fee in-
come in traditional banking transactions such as the for
eign and lending business as well as payments. This is
because the choice of banking partner has taken on new
significance in particular for our corporate clients, a trend
from which we have been able to benefit significantly.
On the other hand, our issuing and structuring business
as well as Investment Banking clearly suffered from the
major plunge in the markets in the year under report.

) The 2008 Financial Year

Despite the major market turmoil, our operative trading
profit fell only just short of the extraordinary good prior
year figure with a decline of 1.9 % to € 98.2 million. Our
proprietary trading activities remain focused on trading
with equity-related products. We were once again able
to gain market shares here in the retail business under
our HSBC Trinkaus brand. With the issue of more than
55,000 certificates and warrants we reached a new high
in 2008. The issuer risk in these products had a major
impact for an issuer in the German market for the first
time in the 2008 financial year. This meant that the mar
ket for these products declined significantly overall,
above all with respect to products with a capital guaran-
tee. However, as we focus traditionally on products for
investors who are very close to the market and partici-
pate actively in trading, this decline only affected us far
less than proportionately.

We were almost able to repeat the prioryear result in
foreign exchange trading as margins were widened in
the second half of the year, therefore almost compen-
sating for the decline in volumes for the full year. By con-
trast, we reported a substantially lower result in interest
rate trading, although there was a very significant increase
in the result in the money market business owing to our
excellent liquidity position. Client-related trading with
registered Pfandbriefe and promissory note loans also
did better than in the previous year. These positive re-
sults are set against losses in the bond portfolios and in-
terest rate derivatives, the result mainly of spread wid-
ening with respect to bonds, Pfandbriefe and bank
bonds. As a result, we were able to report trading prof-
its of only € 2.4 million on balance versus € 10.9 million
the previous year. Since the year under report was influ-
enced by changes in credit and liquidity spreads to an
extent never seen before, we by no means take a posi-
tive trading result in interest rate trading for granted, es-
pecially as we did not make use of the new option ac-
cording to IFRS of reclassifying positions. Net trading
income according to IFRS also includes losses from de-
rivatives in the bank book of € 11.1 million, resulting pri-
marily from the hedging of a loan within the scope of our
real estate business.

Administrative expenses were up 15.0 % to € 384.2 mil-
lion. The first-time full consolidation of ITS means that
comparability with the previous year is limited here as
well. Without conversion the increase would have turned
out to be far lower at 5.3 %. Administrative expenses for
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the 2008 financial year also include considerable ex-
penses for implementing the flat-rate withholding tax as
an extraordinary effect. There was also a further signifi-
cant increase in other regulatory costs. The number of
employees increased by more than 20 % compared to
the previous year to 2,238. This figure includes the 279
employees of ITS for the first time. It also highlights our
growth course, which we adjusted to the new condi-
tions in the banking sector, and therefore restricted sig-
nificantly, in particular in the second half of the year. Per-
formance-related remuneration declined significantly in
line with the result for the year. Alongside regulatory
costs, IT costs increased above all within material ex-
penses. This increase was the result of our unreserved
efforts to keep up with the constantly growing require-
ments in the banking business by making targeted in-
vestments in our IT infrastructure as well as rationalising
work processes, therefore increasing their efficiency.
This will ensure HSBC Trinkaus' future efficiency and is
therefore of major strategic importance.

Income from financial assets includes on balance real-
ised losses of € 6.3 million on the one hand as well as
unrealised valuation losses of € 43.7 million on the other.
As regards the valuation of our strategic financial assets,
HSBC Trinkaus has made no compromises in terms of
its strict valuation standards. Instead, we have used the
market value on the balance sheet date as a valuation
rate for all equity holdings in the Annual Financial State-
ments where there has been a reduction in value of
more than 20 % or for longer than nine months. For
bonds we have assessed the respective issuer and issue
risk individually and applied extremely stringent stand-
ards, as is the case with net loan impairment and other
risk provisions. Market values are calculated predomin-
antly on the basis of market data taken from active mar-
kets, either directly using prices observed on these mar
kets or using valuation models, which resort exclusively
to observable parameters. As this is not possible only in
individual cases, we have alternatively estimated individ-
ual parameters ourselves.

The asset situation
Total assets rose by 5.4 % in the year under report to
€ 22.2 billion. On the assets side, there was an increase

in particular in trading assets of 19.6 % to € 12.5 billion
as well as financial assets of 35.1 % to € 2.1 billion. On
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the other hand, loans and advances to banks declined by
276 % to € 3.0 billion and there was a reduction in the
cash reserve to € 0.1 billion, which was balance-sheet-
date-related. Loans and advances to customers were
down by 4.5 % year-on-year to € 4.1 billion. This decline,
which was balance-sheet-date-related, resulted from
loans and advances held on the current accounts, which
means that lines of credit approved, but not drawn on by
clients, amounted to € 3.5 billion. On the liabilities side,
there was an increase above all in customer accounts
of 12.7 % to € 11.6 billion as our clients appreciate the
financial strength of our Bank and the HSBC Group
especially now in view of the crisis on the financial
markets. There was an increase in loans and advances
to banks, which was balance-sheet-date-related, of

7.0 % to € 2.7 billion while the 5.2 % reduction in trading
assets to € 6.2 billion reflects the shrinking certificates
market in Germany.

HSBC Trinkaus’ balance sheet is still characterised by
very high levels of customer deposits which account for
more than 50 % of total assets and almost three times
our client lending business. Thanks to this outstanding
liquidity position, we can easily compensate the decline
in trading assets. We are faced with completely new
challenges in the interbank market as many institutions
have only been able to secure their survival by means of
government rescue measures, and not all of the prob-
lems have yet been revealed. We have therefore in-
vested part of our growing liquidity surplus in our finan-
cial assets. These consist largely of eligible bonds or
promissory note loans issued by German federal states
and can therefore be used for creating liquidity on a very
short-term basis. Short-term realisability and eligibility is
also an important decision criterion in the trading books.
Our interest rate trading books include no positions re-
sulting from acquisition financing or other transactions
for which there is no longer a market today. The Bank
has constantly avoided so-called toxic products. Never
theless, the final quarter of the year under report and the
beginning of 2009 in particular show clearly that the fi-
nancial market crisis has led to enormous spread widen-
ing, also with respect to bonds of German public-sector
issuers, as governments worldwide are having a substan-
tial influence on the valuation of other public-sector securi-
ties via state-guaranteed bank bonds. The market values of
both foreign exchange transactions and interest rate deriva-
tives in the trading book rose significantly in the year under
report on account of the major moves in the markets.
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In the client lending business, we continue to pursue our  the same way as IFRS — with market values that were
strategy of growing with our clients and dispensing with corrected by a value-at-risk discount for the first time in

synthetic lending business. HSBC Trinkaus is a reliable the year under report. This enables a high allocation to
partner for its clients, even and especially as times have reserves at HSBC Trinkaus & Burkhardt AG to improve
become more difficult. We pay constant attention here capital funding. We therefore remain well equipped for
to the profitability of each individual client relationship as  the challenges presented by the banking business in

a mandatory requirement for a lasting partnership. Germany in difficult times as well. After the appropria-

tion of profit HSBC Trinkaus shows a capital ratio of
13.4 % and aTier 1 ratio of 8.8 %, which by far exceeds

The financial position the banking supervisory requirements. It is to be taken
into consideration here that the Bank raised no hybrid
The Bank's liquidity position was very good throughout capital, but strengthened the Tier 1 ratio exclusively from
2008. We deliberately hold large safety buffers with re- capital and reserves. Our dividend remains unchanged
spect to the quantitative regulatory requirements relat- compared to the previous year at € 2.50 per share.

ing to minimum liquidity with an average of 1.61 for the
end-of-month positions according to the Liquidity Ordi-
nance. In addition, we continued to refine our structural
liquidity management in the year under report.

Since 1 January 2008 we have been calculating the regu-
latory capital requirements according to the rules of the
German Solvency Regulation (Solvabilitatsverordnung),
via which the Basel Il framework was adopted into na-
tional law. HSBC Trinkaus uses the IRB approach for this.
According to Basel ll, it is required for the first time that
liable equity capital is committed for operational risks as
well. This burden is set against relief with respect to the
inclusion of loans, also in the trading books, in particular
where there is good credit quality.

In a reporting date comparison, the HSBC Trinkaus
Group's positions requiring equity backing according to
the regulatory provisions declined overall by 10.6 % to
€ 8.6 billion. In addition to the effects of converting to
the German Solvency Regulation (Solvabilitatsverord-
nung), this also reflects the measures we have intro-
duced to ensure the optimum management of equity
capital. We have invested to a greater extent in securi-
ties issued by public-sector borrowers with a risk
weighting of 0 %, thereby deliberately foregoing higher
yields. In doing so, we are consistently following our
principle that security has priority over profitability. This
has proven to be of enormous value in the past and es-
pecially in the year under report.

No capital increases were carried out in the HSBC Trinkaus
group in 2008, not even for supplementary capital. How-
ever, we also valued trading portfolios in the Bank'’s indi-
vidual financial statements in accordance with HGB - in
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} Outlook for 2009

The turmoil on the international financial markets slack-
ened the pace of growth significantly at the end of 2008,
supposably creating an unfavourable starting base for
economic growth in 2009. We do not anticipate a signifi-
cant cyclical recovery over the further course of the year
despite the rescue packages introduced by various na-
tional governments and central banks. With the banking
system still beleaguered, the growth impetus generated
cannot develop freely. In this respect, there is a threat of
a decline in economic performance not only in the USA,
but also in the Eurozone in 2009.

Owing to its major dependence on exports, the German
economy will suffer in particular. The slump in order in-
take will lead to capacities lying idle, an environment in
which companies are likely to slash their capital expendi-
ture. A significant increase in unemployment with corre-
sponding pressure on private consumption also is to be
expected. We assume on balance that gross domestic
product will decline by at least 2.5 % in Germany. The
decline in the Eurozone is likely to be only slightly
weaker at 2.0 %. The ECB will probably ease its mone-
tary policy further in this environment and lower the
repo rate to 1.5 %. With a view to this general setting,
we are not anticipating a significant increase in capital
market rates.

The German banking sector is in the middle of a crisis
of unforeseen proportions which several leading institu-
tions will only be able to survive with the help of the fed-
eral government and federal states. The support pro-
vided with taxpayers’ money running into billions has
saved several banks from insolvency. The collapse of
Lehman Brothers exemplifies the particular significance
of systemic risk in the global banking system. The invest-
ment bank based on the US model has disappeared. As
it has become obvious that a large number of institu-
tions wrongly assessed the risks they entered into and
their capacity to assume these risks, many of them will
have to embark on strategic reorientation. It is to be
taken into consideration here that the losses reported in
2007 and 2008 resulted largely from the balance sheet
adjustment of purchased assets, and less from the origi-
nal client business. As the current drop in economic ac-
tivity will presumably already entail a heavy risk burden
from the client lending business in 2009, the pressure
on earnings will not be reduced. It is not clear how the
institutions benefiting from the government support
measures could repay them.
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In this environment, in which new challenges present
themselves every day, we plan to use our target client
orientation and strong balance sheet to gain further mar
ket shares. We should succeed in this as we are able to
concentrate on the business with our clients and valu-
able resources are not tied up by internal restructuring
measures. However, there is a risk of considerable com-
petitive distortions in favour of those banks that have
shifted responsibility for the errors they made in the past
on to the state and are now competing for clients with
state guarantees, in other words with borrowed financial
standing.

There is no need for us to change our business strategy.
We remain a client-oriented bank with risk-aware propri-
etary trading activities and want to remain a reliable part-
ner for our private banking, corporate banking and insti-
tutional clients.

We are expecting greater pressure on earnings in 2009
than in the latest financial year, which we concluded suc-
cessfully compared to the competition. Revenues of
banks in Germany will continue to decline in 2009. It is
uncertain whether the gain in market shares we are aim-
ing for will be enough for us to maintain revenues at the
high level seen in previous years. Net interest income
will play a more important role as there will be a sub-
stantial decline in fee income owing to the low level of
share prices, expected lethargy and the clients’ unwill-
ingness to take on risk. It is particularly important to
keep costs strictly in check in this scenario. Administra-
tive expenses are not expected to increase in a year-on-
year comparison, but we will make sure at the same
time that the Bank'’s infrastructure is not lastingly weak-
ened by insufficient investments. \We are therefore ex-
pecting a decline in our operating profit.

This scenario is subject to the proviso that there is no
major slump in share prices again and no strong increase
in credit risks. The solid quality of the entire credit port-
folio represents a good starting base for us. \We expect
the credit standing of individual companies to deterio-
rate substantially in 2009, especially in export-oriented
sectors. As our portfolio shows differing concentrations,
a small number of problem cases can already lead to
significant individual impairments.

In the past, we always regarded a cost:income ratio ran-
ging between 65 % and 70 % in terms of operating profit



as adequate for our business model as a universal bank
with a wide range of products for our clients. The more
favourable ratios seen in recent years are a sign of our
unusually strong earnings power in these financial years.
For the current financial year we are expecting a ratio at
the upper end of the range.

The client segments are likely to show differing trends.
The trading activities of our wealthy private clients were
far weaker in 2008 owing to the extremely poor perform-
ance of the stock markets. As we had significantly un-
derweighted equities in the asset portfolios we manage
on behalf of our clients, we were able to avoid major
asset losses. We hope that this achievement will sup-
port our acquisition efforts. The performance of impor
tant asset categories will presumably require the use of
structured products in 2009, such as discount certifi-
cates, in order to realise optimum risk-return profiles for
the portfolios. Asset diversification will continue to be of
major importance. Based on the good performance, the
concentration on the professional management of large
assets and our broad service offer, we are confident that
we can expand our market position and limit the decline
in the earnings contribution. We are open to acquisitions
in this client segment.

HSBC Trinkaus’ collaboration with the globally active
HSBC Group gives the Bank a unique position in the
Corporate Banking business. In recent years HSBC
Trinkaus & Burkhardt has proven itself a reliable partner
for the German Mittelstand and has thus been able to
acquire new clients. International competitors, which
have become dependent on capital support from their
governments and will therefore have to concentrate on
their domestic market, will withdraw from Germany. This
will present a particular challenge for the supply of loans
to the German Mittelstand. HSBC Trinkaus will remain a
reliable partner in the corporate banking business. The
procyclicality of Basel Il will lead to an increase in capital
backing in the lending business as the credit ratings of
export-oriented clients in particular will presumably de-
teriorate. This will make it more difficult to expand the
portfolio. We want to use the basis of trust we have de-
veloped with our clients through long-term cooperation
to broaden our service offer. As there has been signifi-
cant growth in the number of our clients in recent years,
we assume that we will be able to increase the earnings
contribution in the corporate banking business.

) The 2008 Financial Year

Our expectations for this year are also cautious as re-
gards our business with institutional clients. The ex-
pected low interest rate environment will make it diffi-
cult for many institutional investors to achieve their
target returns. Individual solutions and products which
are tailormade to the requirements of the institutional
clients and which illustrate the targeted risk-return pro-
file are mandatory requirements for standing out as a
trusted advisor for our clients. Thanks to our cautious ap-
proach to high-risk structures, the trust placed in us by
our institutional clients is not questioned. The product
development competence of the entire HSBC Group is
available to our clients for this; we have direct access to
the global trading books, which also enable large-volume
transactions and the assumption of risk, and can thus
offer added value. As clients will only be able to make
limited risk capital available for new investments in
2009, we are expecting declining transaction volumes
and a lower earnings contribution.

In the wake of our integration into the HSBC Group, we
reorganised our trading activities so that our interest rate
and foreign exchange trading activities are geared exclu-
sively to supporting our clients' requirements and we
benefit from the liquidity and capacity to assume risk of
the HSBC Group's trading books. On the other hand, the
equity derivatives activities will be expanded at HSBC
Trinkaus in the wake of the division of labour. A broad
product range is expected to support our sales initiative
and contribute to increasing our market share in certifi-
cates and warrants trading. Our excellent rating is grow-
ing in importance as a decision criterion for private inves-
tors. Even given an unexpectedly favourable general
setting, it will scarcely be possible to reach the high
earnings contribution recorded in 2008.

The investments in IT systems will be continued on a
clearly defined scale in 2009 in order to further increase
efficiency in different areas of the Bank. These will be
accompanied by adjustments to effectively support inte-
gration into the HSBC Group. We completed the flat-rate
withholding tax project on time at the end of 2008, but
the ongoing activity of deducting tax and paying it over
to the tax office constantly involves increased costs.

In order to avoid operative risks, we will introduce addi-
tional business process controls, even if this is accompan-
ied by further cost burdens. The challenge of strictly
limiting costs is obvious.
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The Bank's capital position is good and the Tier 1 ratio
after allocations to reserves of over 8 % of risk assets
will enable the targeted and return-oriented expansion of
our market shares.

We will keep a close eye on opportunities to make acqui-
sitions if they offer synergies with the existing lines of
business, paying particular interest to asset manage-
ment as well as fund administration and the depositary
bank activities.
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Like the HSBC Group, we do not want to make use of
the offers of government support. We hope that the
state intervention will not lastingly distort competition
in the banking market at the expense of market partici-
pants who responsibly carry out their business without
government assistance. If this hope does not fail us, we
will be able to continue to pay our shareholders an ap-
propriate dividend.
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Consolidated Balance Sheet HSBC Trinkaus & Burkhardt

Assets in €m 31.12.2008 31.12.2007
in €m in %
Cash reserve 139.5 332.3 -192.8 -58.0
Loans and advances to banks 2,979.7 4,117.0 —-1,1373 -276
Loans and advances to customers 4,082.6 4,272.9 -190.3 —4.5
Net loan impairment provision -21.4 -16.2 -5.2 32.1
Trading assets 12,482.6 10,436.8 2,045.8 19.6
Financial assets 2,118.8 1,568.2 550.6 3.1l
Interests in associates 10.1 15.2 -5.1 -33.6
Property, plant and equipment 81.1 196.3 -115.2 -58.7
Intangible assets 56.0 12.3 43.7 >100.0
Taxation recoverable 175 54.8 -373 —-68.1
current 13.0 54.8 -41.8 -76.3
deferred 4.5 0.0 4.5 100.0
Other assets 259.2 773 181.9 >100.0
Total assets 22,205.7 21,066.9 1,138.8 5.4

Liabilities in €m 31.12.2008 31.12.2007
in €m in %
Deposits by banks 2,709.1 2,532.7 176.4 70
Customer accounts 11,592.8 10,283.2 1,309.6 12.7
Certificated liabilities 10.0 10.0 0.0 0.0
Trading liabilities 6,152.9 6,488.4 -335.5 -5.2
Provisions 174 112.4 5.0 4.4
Taxation 85.1 106.0 -20.9 -19.7
current 81.5 48.4 33.1 68.4
deferred 3.6 57.6 -54.0 -93.8
Other liabilities 108.2 106.8 1.4 1.3
Subordinated capital 458.7 458.7 0.0 0.0
Shareholders’ equity 955.0 968.7 -13.7 -1.4
Share capital 70.0 70.0 0.0 0.0
Capital reserve 218.5 216.9 1.6 0.7
Retained earnings 566.8 486.7 80.1 16.5
Consolidated profit available for distribution 99.7 195.1 -95.4 -48.9
Minority interests 16.5 0.0 16.5 100.0
Total equity and liabilities 22,205.7 21,066.9 1,138.8 5.4
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Consolidated Income Statement HSBC Trinkaus & Burkhardt

Income statementin€m

Interest income
Interest expense

Net interest income

Share of profit in associates
Fee income
Fee expenses
Net fee income
Net trading income
Administrative expenses
Income from financial assets
Other income
Profit before taxes
Tax expenses
Net profit for the year

Group profit/loss attributable to minority
interests

Group profit/loss attributable to HSBC Trinkaus
shareholders

Net loan impairment and other credit risk provisions

2008

3976
258.1
139.5
4.5
0.5
606.5
258.9
3476
87.1
384.2
-50.0
2.2
138.2
48.6
89.6

-1.6

91.2

2007

448.4
338.4
110.0
-35
6.4
620.7
302.6
318.1
100.1
334.0
19
12
207.2
63.2
144.0

0.0

144.0

Change

in€m

-50.8
-80.3

285
8.0
=58

-14.2
-43.7

285

-13.0

50.2
=518
1.0

-69.0
-14.6
-54.4

-1.6

-52.8

in %
-11.3
=237
26.8
>100.0
-92.2
-23
-14.4
0.3
-13.0
15.0
>100.0
83.3
-33.3
-23.1
-37.8

>100.0

-36.7
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Earnings per Share

) The 2008 Financial Year

2008 2007

Net income after tax in €m

Minority interests in €m

Earnings per share in €

Net profit after tax and minority interests in €m

Average number of shares in circulation in million

Undiluted earnings per share in €

89.6
-1.6
91.2
26.1
3.49
3.49

144.0
0.0
144.0
26.1
5.62
5.52
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Consolidated Statement of Changes in Equity HSBC Trinkaus & Burkhardt

At 31.12.2006
Dividend distribution

Retention from 2006 profit
available for distribution

Changes in value resulting
from currency translation

Addition from net profit for the year*

Gains/losses not recognised
in the income statement

Effect on capital of first-time
consolidation at equity

Share-based payments*
At 31.12.2007
Dividend distribution

Retention from 2007 profit
available for distribution

Changes in the group of
consolidated companies

Changes in value resulting
from currency translation

Addition from net profit for the year

Gains/losses not recognised
in the income statement

Share-based payments
At 31.12.2008

Share Capital
capital

reserve

70.0 21.4
5.9
70.0 216.9
1.6
70.0 218.5

Retained
earnings

481.8

B8

=1:0

0.6

486.7

121.3

-41.2

566.8

Consoli-
dated
profit

available
for distri-
bution

121.7
=615,

=58

144.0

1958
-65.3

-121.3

91.2

99.7

Share-
holders’
equity

884.9
-65.3

0.0

0.0
144.0

-1.0

0.6
5.5
968.7
-65.3

0.0

0.0

0.0
91.2

-41.2
1.6
955.0

Minority Total
interests

including
minority
interests

0.0 884.9

-65.3

0.0

0.0
144.0

-1.0

0.6

5.5

0.0 968.7
-65.3

0.0

18.1 18.1

0.0
-1.6 89.6

-41.2
1.6
16.5 971.5

* The retrospective adjustment of the prioryear figures pursuant to IAS 8 in connection with the first-time application of IFRIC 11, Group and Treasury Share Transactions, led to a decline in
net profit for the year of € 0.4 million and to an increase in the capital reserve of € 4.0 million.

Comprehensive Income for the Period

in €m

Net profit for the year

of which from financial instruments
of which from actuarial results
Total
Attributable to:
Minority interests
HSBC shareholders

Gains/losses not recognised in the income statement

2008
89.6
-41.2
-287
-12.5
48.4

—1.6
50.0

2007
144.0
-1.0
-12.4
11.4
143.0

0.0
143.0
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) The 2008 Financial Year

Segment Reporting

Private  Corpor- Institu- Global Central Economic Consoli-
Banking ate tional Markets Divi- group dation /
Banking  Clients sions profit transi-
tion
) ; 2008 13.6 43.6 4.2 10.3 67.8 139.5 0.0 139.5
Net interest income
2007 14.1 40.1 819 3.4 48.5 110.0 0.0 110.0
Net loan impairment and 2008 1:3 6.7 0.8 0.3 1.8 10.9 -6.4 4.5
other credit risk provisions 2007 1.1 5.2 05 0.1 0.7 76 -1 -35
Net interest income after 2008 12.3 36.9 3.4 10.0 66.0 128.6 6.4 135.0
loan impairment and other
credit risk provisions 2007 13.0 34.9 3.4 3.3 478 102.4 11.1 113.5
- _ 2008 0.0 0.0 0.0 0.0 0.5 0.5 0.0 0.5
Share of profit in associates
2007 0.0 0.0 0.0 0.0 6.4 6.4 0.0 6.4
i 2008 96.7 91.4 145.5 4.6 9.4 3476 0.0 3476
Net fee income
2007 91.9 82.7 141.2 13.3 -11.0 318.1 0.0 318.1
of which effect of 2008 0.0 0.0 0.0 0.0 45.4 45.4 0.0 45.4
consolidation of ITS 2007 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
i _ ' 2008 0.0 0.1 3.6 112.9 -18.3 98.2 0.0 98.2
Operative trading profit
2007 0.0 -0.2 -19 98.2 4.0 100.1 0.0 100.1
!ncome after loan 2008 109.0 128.4 152.4 1275 576 574.9 6.4 581.3
impairment and other
credit risk provisions 2007 104.9 1174 142.7 114.8 472 5270 11.1 538.1
o ; 2008 67.9 76.7 91.0 5.5 93.1 384.2 0.0 384.2
Administrative expenses
2007 62.7 71.3 83.6 50.3 66.1 334.0 0.0 334.0
of which depreciation and 2008 1.4 1.0 0.9 0.6 13.6 175 0.0 175
amortisation 2007 1.1 0.8 0.6 1.3 75 11.3 0.0 11.3
of which effect of 2008 0.0 0.0 0.0 0.0 475 475 0.0 475
consolidation of ITS 2007 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net other operating income ~ 2008 0.0 0.0 0.0 0.0 3.5 3.5 0.0 3.5
and expenses 2007 0.0 0.0 0.0 0.0 1.3 1.3 0.0 1.3
2008 41.1 51.7 614 72.0 -32.0 194.2 6.4 200.6
Operating profit
2007 42.2 46.1 59.1 64.5 -17.6 194.3 11.1 205.4
Income from financial 2008 0.0 0.0 0.0 0.0 -50.0 -50.0 0.0 -50.0
assets 2007 0.0 0.0 0.0 0.0 1.9 1.9 0.0 1.9
heeme fiem cerveiives 2008 0.0 0.0 0.0 0.0 —11.1 —11.1 0.0 —11.1
in the bank book 2007 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net other non-operating 2008 0.0 0.0 0.0 0.0 -13 -13 0.0 -13
income and expenses 2007 0.0 0.0 0.0 0.0 -0.1 -0.1 0.0 -0.1
2008 41.1 51.7 61.4 72.0 -94.4 131.8 6.4 138.2
Profit before taxes
2007 42.2 46.1 59.1 64.5 -15.8 196.1 11.1 207.2
_ 2008 12.8 16.5 19.6 23.0 -25.3 46.6 2.0 48.6
Taxation
2007 15.6 18.6 23.8 1.4 -10.7 58.7 4.5 63.2
. 2008 28.3 35.2 41.8 49.0 -69.1 85.2 4.4 89.6
Net profit for the year
2007 26.6 275 35.3 53.1 -5.1 1374 6.6 144.0
% change on previous year 6.4 28.0 18.4 -77  >100.0 -38.0 -33.3 -37.8
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} Selected Notes to the Consolidated Financial
Statements

Notes to the Balance Sheet

Loans and advances to banks

in €m 31.12.2008 31.12.2007
Current accounts 865.6 722.1
Money market transactions 2,049.6 83139
of which overnight money 0.0 0.4
of which term deposits 2,049.6 83131
Other loans and advances 64.5 81.4
Total 2,979.7 4,117.0
of which domestic banks 1,768.0 1,382.3
of which foreign banks 1,211.7 2,734.7

Loans and advances to customers

in €m 31.12.2008 31.12.2007
Current accounts 1,481.2 1,651.1
Money market transactions 1,023.3 1,025.7
of which overnight money 190.8 279.8
of which term deposits 832.5 745.9
Loan accounts 18786 1,562.5
Other loans and advances 4.6 33.6
Total 4,082.6 4,272.9
of which domestic customers 2,902.4 3,128.9
of which foreign customers 1,180.2 1,144.0

Net loan impairment and other credit risk provisions

31.12.2008 31.12.2007
Net loan impairment provision 21.4 16.2
Other credit risk provisions 6.8 75
Net loan impairment and other credit risk provisions 28.2 23.7
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) The 2008 Financial Year

Trading assets

in €m 31.12.2008 31.12.2007
Bonds and other fixed-income securities 6,945.4 6,241.9
Equities and other non-fixed-income securities 383.7 479.4
Tradable receivables 2,001.6 813.1
Positive market value of derivatives 2,758.2 1,860.6
Reverse repos 72.3 214.6
Securities lending 2.1 8272
Security in the derivatives business 319.3 0.0
Total 12,482.6 10,436.8

Financial assets

in €m 31.12.2008 31.12.2007
Bonds and other fixed-income securities and interest rate derivatives 1,720.1 886.1
Equities 21.4 41.5
Investments 142.6 383.3
Promissory note loans 1276 1572
Interests in subsidiaries 1071 100.1
Total 2,118.8 1,568.2




Deposits by banks

in €m 31.12.2008 31.12.2007
Current accounts 625.3 611.2
Money market transactions 1,869.5 1,750.3
of which overnight money 26.4 603.2
of which term deposits 1,843.1 1,147.1
Other liabilities 214.3 171.2
Total 2,709.1 2,632.7
of which domestic banks 858.0 1,346.5
of which foreign banks 1,851.1 1,186.2

Customer accounts

in €m 31.12.2008 31.12.2007
Current accounts 6,064.5 5,283.9
Money market transactions 5,066.4 4,523.4
of which overnight money 685.8 6071
of which term deposits 4,380.6 3,916.3
Savings deposits 12.9 13.2
Other liabilities 449.0 462.7
Total 11,592.8 10,283.2
of which domestic customers 8,7074 7462.8
of which foreign customers 2,885.4 2,820.4

Trading liabilities

in€m 31.12.2008 31.12.2007
Negative market value of derivatives 3,190.8 1,642.0
Discount certificates, promissory note loans, bonds and warrants 2,852.4 4,291.8
Delivery obligations arising from securities sold short SIS 554.6
Repos 0.0 0.0
Securities lending 20.9 0.0
Security in the derivatives business 472 0.0
Derivatives in the bank book 2.1 0.0
Total 6,152.9 6,488.4




Shareholders’ equity in accordance with the German Banking Act (KWG)
following confirmation of the balance sheet

in€m

Core capital (Tier I)

Intangible assets
Total core capital
Supplementary capital (Tier Il)
Subordinated liabilities
Participatory capital
Unrealised profits from listed securities
Consolidation
Total supplementary capital
Adjustment items
Regulatory capital excluding ancillary capital
Ancillary capital (Tier Ill)

Total regulatory capital

Consolidated core capital as disclosed on the balance sheet

) The 2008 Financial Year

2008

803
—49
754

294
100
31
-14
411
-14
1,151

1,151

2007

687
—51
636

297
100
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} Notes to the Income Statement

Net interest income

in €m 2008 2007
Interest income 397.6 448.4
From loans and advances to banks 1270 2272
From loans and advances to customers 190.6 165.7
From financial assets 80.0 65.5

Interest income 772 55.7

Dividend income 0.6 1.6

Income from subsidiaries 22 8.2
Interest expense 258.1 338.4
From deposits by banks 60.0 36.7
From customer accounts 174.0 276.6
From securitised liabilities 0.4 2.1
From subordinated capital 23.6 23.0
Other 0.1 0.0
Net interest income 139.5 110.0

Net loan impairment and other credit risk provisions

in €m 2008 2007
Additions 7.0 36
Reversals 2.4 6.7
Direct write-offs 0.0 0.0
Recoveries on loans and advances previously written off 0.1 0.4
Total 4.5 -3.5

Net fee income

in€m 2008 2007
Securities transactions 231.6 203.7
Foreign exchange transactions and derivatives 61.0 48.2
Issuing and structuring business 10.9 19.8
International business 13.5 13.0
Investment banking 2.7 9.1
Payments 6.0 5.6
Lending 5.0 4.3
Real estate 0.3 0.7
Other fee-based business 16.6 13.7
Total 3476 318.1




Net trading income

) The 2008 Financial Year

in €m 2008 2007
Equities and equity/index derivatives 870 79.0
Foreign exchange 8.8 10.2
Bonds and interest rate derivatives 2.4 10.9
Derivatives in the bank book -11.1 0.0
Total 87.1 100.1
Administrative expenses

in €m 2008 2007
Staff expenses 232.3 203.9

Wages and salaries 202.8 181.6

Social security costs 215 172

Expenses for retirement pensions and other employee benefits 8.0 5.1
Other administrative expenses 134.4 118.8
Depreciation of property, plant and equipment and of intangible assets 175 11.3
Total 384.2 334.0

Other income

in €m 2008 2007
Other operating income 10.0 11.0
Other operating expenses 6.5 9.7
Net other operating income and expenses 3.5 1.3
Net other non-operating income 0.1 0.1
Net other non-operating expenses 1.4 0.2
Net other non-operating income and expenses -1.3 -0.1
Other income 2.2 1.2

The Annual Financial Statements and the Consolidated
Financial Statements in the legal form as well as the
Management Report and the Group Management
Report were audited by KPMG AG Wirtschaftsprifungs-
gesellschaft, Berlin and Frankfurt am Main, and given
an unqualified opinion. They can be found in the 2008
Annual Report, which can be obtained from HSBC

Trinkaus & Burkhardt, Corporate Communications,
phone +49 211 910-0. In addition, the Annual Financial
Statements and Consolidated Ffinancial Statements as
well as the Management Report and the Group Man-
agement Report are announced in the Federal Gazette
and disclosed at the county court in Disseldorf.



} Structure and Management

The Group

The HSBC Trinkaus & Burkhardt Group comprises 17 active companies. The parent company is HSBC Trinkaus &

Burkhardt AG.

HSBCTrinkaus & Burkhardt AG

HSBC Trinkaus & Burkhardt
(International) SA
Luxembourg

HSBC Trinkaus Investment
Managers SA
Luxembourg

HSBC Trinkaus Investment
Management Ltd.
Hong Kong

Internationale
Kapitalanlagegesellschaft mbH
Dusseldorf

HSBC INKA
Investment-AG TGV
Dusseldorf

HSBC Global Asset Management
(Deutschland) GmbH "
Dusseldorf

HSBC Global Asset
Management
(Osterreich) GmbH
Vienna

HSBC Trinkaus
Real Estate GmbH?
Dusseldorf

HSBC Trinkaus
Family Office GmbH
Dusseldorf

Trinkaus Private Equity
Management GmbH
Dusseldorf

Grundstucksgesellschaft
TrinkausstralRe KG
Dusseldorf

Joachim Hecker
Grundbesitz KG
Dusseldorf

Dr. Helfer
Verwaltungsgebaude
Luxemburg KG
Dusseldorf

HSBC Trinkaus & Burkhardt
Gesellschaft fiir
Bankbeteiligungen mbH
Dusseldorf

Gesellschaft fir industrielle
Beteiligungen und

International Transaction
Services GmbH
Dusseldorf

Finanzierungen mbH
Dusseldorf

1) previously HSBC Investments Deutschland GmbH
2) previously HSBC Trinkaus & Burkhardt Immobilien GmbH

A number of other companies belong to the Group, but
they are not engaged in any significant business activity
at present. Seven companies acting as the managing
partners of closed-end property funds and of private
equity funds also form part of the Group.

The Group is managed as a single entity by the Manage-
ment Board of HSBC Trinkaus & Burkhardt AG. Supervi-
sion of executives managing Group subsidiaries is car
ried out as a rule by the relevant Supervisory Board,
Board of Directors and Advisory Board. Notwithstanding
their legal independent status, all companies are man-
aged within the framework of an overall strategy.

96

Constitution of the company

In accordance with the Articles of Association, the Man-
agement Board of the Bank must consist of at least two
members. However, the Supervisory Board may appoint
additional members of the Management Board in excess
of this number. The Management Board currently consists
of four persons.

The members of the Management Board are appointed
and dismissed in accordance with the legal provisions of
Section 84 German Stock Corporation Act (AktG).

Resolutions to amend the Articles of Association are
passed by the Annual General Meeting with two-thirds
of the share capital represented upon adoption of the
resolution, provided no greater majority is required by



law. The Supervisory Board is authorised to amend the
Articles of Association insofar as such amendments
merely relate to the wording.

The Annual General Meeting can decide upon capital
procurement measures only in accordance with the statu-
tory provision in Section 119 German Stock Corporation
Act (AktG). Please see Note 40 “Shareholders’ Equity”
in our Consolidated Financial Statements in respect of
the Management Board's current authorisation to issue
shares.

In accordance with the resolution passed by the Annual
General Meeting on 17 June 2008, the Management
Board has the right to buy and sell its own shares for the
purpose of securities trading, but only at prices which
exceed or fall below the average closing price for the
shares on the Disseldorf stock exchange (or if this cannot
be determined on the Baden-Wrttemberg securities
exchange, Stuttgart) on the ten preceding trading sessions
by no more than 10 %. The number of shares bought for
this purpose may not amount to more than 5% of the
company'’s share capital at the end of each day. This
authorisation is valid until 30 November 2009.

The company has entered into no significant agreements
which are subject to a change in the control of the com-
pany as a result of a takeover bid. The company has also
not concluded any compensation agreements with
employees or members of the Management Board in
the event of a takeover bid.

Basic features of the compensation system for
the executive bodies

The Supervisory Board has delegated its responsibility
for determining the compensation of Management
Board members to the Personnel Committee of the Su-
pervisory Board. The members of the Personnel Com-
mittee of the Supervisory Board in the 2008 financial
year were Dr. Sieghardt Rometsch (Chairman), Harold
Horauf and Stuart Gulliver. The Personnel Committee
met five times in the 2008 financial year.

In accordance with the Articles of Association, the com-
pensation of the Management Board includes fixed
amounts and a variable component as well as individual
guaranteed pension payments. The fixed amounts are

} The Group

paid in twelve equal monthly instalments and examined
annually by the Personnel Committee. There is no obliga-
tion to adjust the fixed compensation. The variable com-
ponent is stipulated by the Personnel Committee of the
Supervisory Board and can be paid in cash, by way of an
allocation of shares in HSBC Holdings plc or as a combi-
nation of both. The cash component amounts to at least
50 % of the variable compensation. The shares allocated
as variable compensation for 2007 will be transferred in
three equal amounts in 2009, 2010 and 2011, in each
case after the announcement of the HSBC Group's re-
sult for the year. This practice has been modified for
2008. The shares allocated will no longer be transferred
in three equal amounts, but in one amount in early 2012.
The payment of the variable compensation is subject to
continued service for the Bank at the time of transfer.
No share options are granted to the members of the
Management Board of the Bank.

Individual information on the extent and composition of
the payments made to the members of the Manage-
ment Board during the 2008 financial year can be found
in Note 68 “Business Relationships with Companies and
Persons Defined as Related Parties”.

The compensation structure for members of the Super
visory Board is governed in the Articles of Association of
HSBC Trinkaus & Burkhardt AG. In addition to the reim-
bursement of their expenses and the turnover tax accru-
ing on Supervisory Board activities, each Supervisory
Board member is thereby entitled to receive fixed com-
pensation of € 25,000 plus variable compensation of

€ 100.00 for every 1 cent of dividend distributed per
share. The Chairman receives two-and-a-half times and
the Deputy Chairman double this compensation. The
Chairman of a Supervisory Board Committee receives
double and members of a Committee one-and-a-half
times the amounts stated, provided the respective com-
mittee has met at least once in the financial year. If a
member of the Supervisory Board holds several offices,
he/she is only compensated for the office with the high-
est compensation. Should a member of the Supervisory
Board or a Committee not be in office for the full finan-
cial year, the compensation is reduced proportionately to
the period. The compensation of members of the Super
visory Board in the 2008 financial year is reported under
Note 68 of our consolidated accounts “Business Rela-
tionships with Companies and Persons Defined as Re-
lated Parties”.
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} The Business Divisions

and Mr. Manfred Krause as members of the Executive
Committee. The assignment of responsibilities applies
not only to the parent company and its branches, but

Notwithstanding their joint overall responsibility, all
Management Board members are also assigned indi-
vidual responsibility for specific business areas and

central functions. The Management Board members

are assisted by Mr. Florian Fautz, Mr. Trevor Gander

also to the operations of its subsidiaries.

Management Board

Central Functions A

Andreas Schmitz
Management Board (Chairman)

Central Functions B

Paul Hagen
Management Board

HSBC Liaison Human Resources
Company Secretariat Accounting
Compliance/Money Laundering Controlling

Corporate Communications
Audit Department and Data

Market Risk Control

Protection

Division | Division Il Division Il Division IV DivisionV

Dr. Olaf Huth Andreas Schmitz Carola Grafin v. Carola Grafin v. Paul Hagen
Management Management Schmettow Schmettow Management

Board Board Management Management Board
Board Board
Private Banking Syndicate/lssuing Operations
Business Institutional Global Markets Business Process

Clients Development

Florian Fautz Asset Information

Member of the Management Technology

Executive
Committee

Investment Banking

Securities Services

Trading Systems
Securities Services

Trevor Gander
Member of the

Manfred Krause Executive
Member of the Committee
Executive
Committee Credit

Corporate Banking
International
Business

Operational Risk
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} The Group

Within the business divisions, individual departments to the client-oriented Divisions |, Il and Il and also to
are defined as either profit centres or cost centres. The Global Markets. Divisional profits are calculated on the
costs of Division V are mainly apportioned as unit costs basis of partial cost allocation.

Contributions to profit in €m

January-December 2008 January-December 2007
Total: 226.2 Total: 211.9
80
72.0
70
64.5
61.4
60 59.1
51.7
50 46.1
411 42.2
40
30
20
10
0
Private Corporate Institutional Global Private Corporate Institutional Global
Banking Banking Clients Markets Banking Banking Clients Markets

After deduction of the € 25.6 million net costs incurred million (2007: € 205.4 million).* The mean contribu-
by head office functions during 2008, as against € 6.5 tions to profits over the last five years reveal a very bal-
million for 2007, the 2008 operating profit was € 200.6 anced picture:

5-year average profit contributions

Global Markets
28.2%

Private
Banking
19.7 %

Private Banking
Corporate Banking [
Institutional Clients

Global Markets

Institutional Corporate
Clients Banking
28.5% 23.6%

* Owing to the retrospective application of FRIC 11 (cf. Note 48 of our Consolidated Financial Statements), the costs incurred by head office functions increased by € 0.6 million in the
previous year. Correspondingly, the previous year’s operating profit was reduced by € 0.6 million.

99



} Shareholders and Shares

Capital

At 31 December 2008 the Bank's issued share capital
was unchanged at € 70.0 million divided into 26.1 million
no-par value shares. 52 % of the share capital was listed
on the DUsseldorf and Stuttgart stock exchanges.

All shares have uniform rights and are bearer shares.
Each no-par value share carries one vote. The Manage-
ment Board knows of no limitations affecting voting
rights or the transfer of shares.

Date Number of shares*
31.12.1985 18,000,000
31.12.1990 22,000,000
31.12.1995 23,500,000
31.12.2000 26,100,000
31.12.2005 26,100,000
31.12.2006 26,100,000
31.12.2007 26,100,000
31.12.2008 26,100,000

As of the balance sheet date, HSBC Holdings plc, London,
indirectly held an unchanged share of 78.6 % of this share
capital and Landesbank Baden-Wirttemberg in Stuttgart
directly held an unchanged share of 20.3 %.

Share price and market value

During 2008 our share price fell by 21.9 % to € 89.00. The
lowest fixing price of the year was € 85.00 and the high-
est € 117.00. From the initial issue price of DM 190 per
DM 50 nominal share (25 October 1985) the exchange
price and market capitalisation have developed as follows:

Share price* in€  Market capitalisation in €m

17.60 31750
19.80 435.30
30.60 718.50
110.00 2,871.00
8750 2,283.80
105.00 2,740.50
114.00 2,975.40
89.00 2,322.90

* adjusted for 1 for 10 stock split on 27 July 1998

Dividends

For the 2008 financial year we propose paying a dividend
of € 2.50 per share (2007: € 2.50 per share). With a
dividend total of € 65.3 million we wish to ensure that

100

our shareholders participate suitably in the profits we
generated in 2008.
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} Strategic Direction

The previous, rather cautionary, statements we made at
this point regarding the situation in the German financial
and credit industry have not only been confirmed. The
reality of the situation goes way beyond them. German
financial institutions also entered into on- and off-balance-
sheet risks to the extent never seen before as they were
lacking viable client-based business models. They there-
fore became part of a global problem characterised by
very high debt-equity ratios as well as a credit and risk
bubble. Its bursting almost resulted in the collapse of
the banking system and has led to a severe global
recession.

lll-considered lending, a lack of risk awareness, an almost
unlimited supply of liquidity and blind trust in rating
agencies led to this overleveraging worldwide — affecting
not only the banks, but also other market participants.

This partly excessive expansionary environment has
given way to total risk aversion and the liquidity that was
available previously completely drying up.

As a result, the state is suddenly omnipresent. Enormous
rescue packages introduced by governments and central
banks brought the downward spiral to a standstill in
October 2008. However, the state aid provides only initial
support so that the institutions can regain their capacity
to act through sound equity funding again and the stimu-
lation of the interbank market. Also, the balance sheets
still conceal problem assets, and the traditional credit
risks will grow as well owing to the negative cyclical
trend. We therefore forecast that the value adjustments
required and the need for government support will in-
crease further.

With the aid it provides the government first of all indis-
criminately safeguards banks with bad and good business
models. It buys time for both. However, confidence and
stability will only return to the financial market when the
oversized balance sheets in the German banking sector
have again been returned to a reasonable size which is in
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keeping with the German economy. This requires that
institutions whose business model is not lastingly viable
will first have to be resized and then merged or wound

up.

As the situation on the German banking market gets
worse, the virtues and strengths shown by HSBC Trinkaus
come into their own more than ever: These include
consistent strategy and personnel together with proven
relationship management geared exclusively to the clients
and their benefit as well as risk awareness, not only in
bad but also in good times.

We shall continue to offer our clients the “best of both
worlds” within the framework of the HSBC Group: con-
tinuity, professionalism and individuality of a private bank
together with the international service capacity of a
global financial services provider. Thanks to this unique
combination in the German banking landscape, we have
been able not only to strengthen the commitment of
many of our clients in recent years, but also gain a large
number of new clients. These clients are now benefiting
from the relative strength of HSBC Trinkaus in difficult
times as well.

We offer our clients not only the full range of traditional
banking services, but also focus on sophisticated financial
services for complex problems, on both the national and
international level. We have always attached importance
to incorporating our investment banking operations into
the Bank as a whole and gearing them towards the clients.
We are especially strong in the entire product range of
the securities business, in interest rate and currency
management as well as in international services and
asset management. But our knowledge of the capital
and credit markets’ capacity to absorb is also in demand.
We use financial derivatives systematically in order to
offer our clients meaningful solutions and products. By
continuously updating our information and communication
system we ensure the most advanced banking technology
and services of the highest quality.



Our strategy is characterised by continuity and is based
on the following six key considerations:

= \We concentrate on the target groups of high net worth
private clients, corporate clients and institutional cli-
ents and we aim to become a core banking connection
for all our clients, provided there is a balanced risk/
earnings profile.

= \We continuously analyse our activities as to whether
they are geared towards optimally meeting the national
and international needs of our existing and future clients.
Our decisions are made with the focus on our clients
and we attach the greatest importance to personnel
continuity in servicing our clients.

= Our trading activities serve primarily to support the
client segments and provide a comprehensive product
offer. Risk limits and trading strategies are constantly
geared towards the Bank’s capacity to assume risk.

m Financial innovation and client-related solutions are
our strength, because the application of wide-ranging
expertise is the only way to realise value-added for our
clients and for the Bank. The basis of every good client
relationship is nonetheless the careful, flexible and
service-oriented execution of standard transactions and
is therefore of major importance for us.

= \We are constantly expanding our service offer in the
securities business for clients and for other financial
institutions. We offer highly qualified services at com-
petitive prices via our subsidiaries International Transac-
tion Services GmbH (ITS) for securities settlement as
well as Internationale Kapitalanlagegesellschaft mbH
(HSBC INKA) for fund administration. Both subsidiaries
have significant market shares. Added to this are the
Bank's services as a depositary bank and in global
custody, as well as HSBC Global Asset Management's
asset management offers in Germany and Austria.

= \We draw on the resources of one of the largest banking
groups in the world, the HSBC Group. This applies to
both the powerful product range and the respective
regional network.

} The Group

The success of this strategy depends on whether we
will manage to satisfy the following conditions in future
as well:

= \We must systematically use the global network, the
regional links and the local know-how of the HSBC
Group for our clients without having to make compro-
mises in terms of their requirement of individualised
private bank servicing.

= \We must find and develop useful solutions in the
spectrum of ever more complex financial services on
the basis of long-term client relationships which are
based on trust.

We must develop with our clients on a partnership
basis risk/return profiles which are adjusted to their
interests and requirements within the scope of our
capacity to assume risk.

= \We must ensure that we have a cutting-edge systems
technology infrastructure to meet the most demanding
requirements throughout the entire value chain, and
we must offer our services at a competitive price and
in a client-friendly manner.

= \We must invest in the qualification of our employees
through targeted training and advanced training
measures on the international level.

= \We must use a precise management information
system to record data on the performance of our
employees as individuals and as team members,
so that they receive fair compensation which is line
with the market.

We firmly believe that this strategy offers us a broad
base for ensuring our long-term future business success,
even in the German financial marketplace which is under
going major changes.
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} Report of the Supervisory Board

Management

In exercising its monitoring function, the Supervisory
Board received comprehensive reports on the develop-
ment of business at the Bank, its major subsidiaries and
individual business areas in four meetings conducted by
the Management Board during the 2008 financial year.

At each meeting, the reports to the Supervisory Board
covered the current results of the financial year to date
in comparison with the budget and the results of the
corresponding period of the previous year. The reports
on significant events of the 2008 financial year related to
the Bank’s preparations for the introduction of the flat-
rate withholding tax, the recording and control of oper
ational risks, the credit risk strategy as well as the
Bank’s strategic regional planning.

The situation on the banking market, the crisis on the in-
ternational financial markets and in the global economy
as well as the conclusions to be drawn from them for
the Group were discussed in detail in all Supervisory
Board meetings. The Bank's risk situation was also con-
sidered in particular. Financial assets and their valuation
as well as the Bank's liquidity situation were presented
to the Supervisory Board.

In one meeting, the Supervisory Board focused on the
presentation and discussion of the strategic positioning
of the Bank, its business policy and principles of corpor
ate planning for the 2009 financial year. The external au-
ditors attended the Supervisory Board meeting in which
the financial statements for the previous year were dis-
cussed. The Supervisory Board delegated the appoint-
ment of the external auditors for the audit of the Annual
Financial Statements and of the Consolidated Accounts
to its Audit Committee. The external auditors attended
the Committee meeting concerned and gave detailed in-
formation on the objectives, methods and key points of
emphasis of the 2008 audit plan. As a result of this dis-
cussion, the auditors were mandated with the audit of
the Annual Financial Statements and of the Consolidated
Accounts based on the agreed appropriate fee structure.
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The activities of the Committee formed by the
Supervisory Board

In order to deal more efficiently with selected and
important management aspects, the Supervisory Board
has formed three Committees from its members:

= the Personnel and Nominations Committee, which is
responsible among other things for personnel matters
relating to the Management Board (with the exception
of the appointment and removal of its members), long-
term succession planning together with the Manage-
ment Board, proposing candidates to the Annual Gen-
eral Meeting for the nominations for the Supervisory
Board, dealing with conflicts of interests between
Management Board or Supervisory Board members
as well as the approval of connected party loans to
Bank employees and members of the Supervisory
Board;

= the Audit Committee, which in addition to mandating
the external auditors to audit the Annual Financial
Statements and Consolidated Accounts, is responsible
among other things for determining the focus of the
audit, monitoring the independence of the external au-
ditors, arranging the fee contract with them as well as
accounting and basic risk management issues;

= the Credit Committee, to which the Supervisory Board
has transferred among other things its right of veto in
respect of loans which require the approval of the Su-
pervisory Board either in accordance with the Bank's
internal rules or pursuant to the German Banking Act
(KWG). The Credit Committee is responsible further
more for deciding upon the risk management strategy
to be drawn up by the Management Board as well as
upon connected party loans to companies.

All Committees each comprise three members of the
Supervisory Board. The Chairman of the overall Supervi-
sory Board is also Chairman of the Personnel and Nomi-
nations Committee in accordance with the recommen-
dation of the Corporate Governance Code.

The Personnel and Nominations Committee met five
times and the Audit Committee four times during the
2008 financial year.



In addition to personnel matters relating to the Manage-
ment Board, the Personnel and Nominations Committee
was concerned in particular with the various changes in
the management of the Bank’s subsidiaries. It proposed
to the Supervisory Board the re-election of the Manage-
ment Board. The Supervisory Board followed the pro-
posal in February 2008.

The crisis on the financial markets and the conclusions
to be drawn from it were a major topic of discussion in
the Credit Committee meetings. The Credit Committee
was also occupied in all meetings with the regularly re-
curring duties transferred to it by the Supervisory Board.

The Audit Committee received and discussed reports
from the internal audit department, from compliance/
money laundering prevention in four meetings and in
two meetings also reports from the auditors. In one
meeting it was concerned with the draft report on the
third quarter of 2008.

Corporate Governance

In its meeting on 13 February 2008 the Supervisory
Board discussed the Corporate Governance Code of the
Bank and issued the Declaration of Conformity under
Section 161 German Stock Corporation Act (AktG). The
Report on Corporate Governance in 2008, which lists
and comments on the individual divergences from the
recommendations of the Government Commission, can
be found in this Annual Report and, like the Declaration
of Conformity, can also be downloaded from the Bank's
website.

The Supervisory Board concluded in its efficiency ex-
amination that in view of the personal professional
qualifications of individual members of its body, it had
no concerns as to their suitability. The efficiency of the
Supervisory Board was examined and ascertained by
means of the self-evaluation stipulated by the Corpor
ate Governance Code.

The information given to the Supervisory Board satisfied
all legal requirements and, with regard in particular to
the depth of information provided on risks and to the
supplementary presentations on new products, services
and the activities of selected business areas, exceeded
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the requirements of the German Stock Corporation Act
(AktG). The Supervisory Board therefore concluded that
comprehensive information had been provided. The ex-
ternal auditors’ report contained no findings which had
not previously been reported on and examined in Super
visory Board meetings. The Supervisory Board therefore
concluded that it had carried out its business efficiently.

During the 2008 financial year, no conflicts of interest
were ascertained between the Bank and members of
the Supervisory Board or others for whom a member of
the Supervisory Board acted in an advisory or executive
capacity. The Supervisory Board satisfied itself of the in-
dependence of the external auditors and the individual
persons acting on their behalf.

Annual Financial Statements

The Supervisory Board has examined and approved the
Annual Financial Statements of the Bank for the year
ended 31 December 2008, as well as the 2008 Manage-
ment Report and the proposal of the Management
Board for the appropriation of profit. KPMG AG Wirt-
schaftsprifungsgesellschaft, Diisseldorf, were appointed
as external auditors to the Bank and its company group
at the Annual General Meeting on 17 June 2008. On

3 September 2008, they were mandated by the Audit
Committee of the Supervisory Board to audit the Annual
Financial Statements and Consolidated Accounts. The
external auditors have audited the Bank's books, its an-
nual accounts and the Management Report for the year
ended 31 December 2008 and have given their unquali-
fied audit opinion. The audit report was submitted to the
Supervisory Board, where no objections were raised.

The consolidated accounts for the year ended 31 De-
cember 2008 were prepared under International Finan-
cial Reporting Standards (IFRS) in a manner which also
addressed the requirements of the German Commercial
Code (HGB). These accounts were also audited by the
external auditors and given an unqualified opinion. The
consolidated accounts and the audit report were submit-
ted to the Supervisory Board and approved by it.
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Dealings with affiliated companies

In compliance with Section 312 German Stock Corpor-
ation Act (AktG), the Management Board has prepared a
report on the Bank’s dealings with affiliated companies
for the 2008 financial year. The auditors have issued the
following certification of this report under article 313 of
the above law: “Following our statutory examination and
evaluation performed in accordance with professional
standards, we hereby confirm that (1) the factual con-
tent of the report is correct; and (2) the payments made
by the company in the transactions listed in the report
were not inappropriately high.” The Board examined and
noted with approval this report.

Organisational changes on the Supervisory
Board

Mr. David Hodgkinson, Group Chief Operating Officer of
HSBC, retired at the end of 2008. In this context, he re-
signed from his office of Supervisory Board member in
a letter received by the Bank on 17 November 2008. His
resignation became effective after 15 December 2008.
The county court in Disseldorf has been asked to
appoint a Supervisory Board member after the waiting
period of three months prescribed by law for the period
up to the Annual General Meeting on 9 June 2009.
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Thanks

The Supervisory Board thanks the members of the Man-
agement Board for their open and trustworthy cooper-
ation. It is also grateful to the staff whose work in the
past year made a contribution to the Bank's success.
The Supervisory Board also thanks Mr. David Hodgkin-
son for his constructive cooperation.

Dusseldorf, April 2009

The Supervisory Board

/,'W"(

Dr. Sieghardt Rometsch
Chairman
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} Report on Corporate Governance in 2008

Corporate Governance, an integral part of our
corporate culture

The German Corporate Governance Code, as adopted by
us in our Declaration of Compliance, is integral to the
corporate culture of HSBC Trinkaus. An open information
policy toward our shareholders, clear management struc-
tures, transparent financial accounting and the strict
avoidance of conflicts of interest are all indispensable
conditions for winning and retaining the trust of our in-
vestors and business partners on domestic and inter
national financial markets.

The management and representation of the Bank is the
responsibility of the Management Board, which consists
of four persons, supported by the three members of the
Executive Committee responsible for Corporate Banking,
Investment Banking as well as Credit & Operational
Risk.

The Management Board is overseen by the Supervisory
Board elected with it. The Supervisory Board has 15
members, five of whom are chosen from the workforce.
The Supervisory Board has formed three Committees
from its members:

® the Personnel and Nominations Committee, which is
responsible for personnel matters relating to the Man-
agement Board (with the exception of the appoint-
ment and removal of its members), long-term succes-
sion planning together with the Management Board,
dealing with conflicts of interests between Manage-
ment Board or Supervisory Board members and the
approval of connected party loans to Bank employees
and members of the Supervisory Board as well as pro-
posing candidates to the Annual General Meeting for
the nominations for the Supervisory Board;

® the Audit Committee, which is responsible in addition
to mandating the external auditors to audit the Annual
Financial Statements and Consolidated Accounts for
determining the focus of the audit, monitoring the in-
dependence of the external auditors, arranging the fee
contract with them as well as accounting and basic
risk management issues;

® the Credit Committee, to which the Supervisory Board
has transferred its right of veto in respect of loans
which require the approval of the Supervisory Board
either in accordance with the Bank's internal rules or
pursuant to the German Banking Act (KWG). The
Credit Committee is responsible furthermore for de-
ciding upon the risk management strategy to be
drawn up by the Management Board.

All Supervisory Board Committees comprise three mem-
bers. The Chairman of the Supervisory Board is also
Committee Chairman of the Personnel and Nominations
Committee.

We have not adopted the recommmendation of the Gov-
ernment Commission contained in Code no. 2.3.2 of the
Corporate Governance Code to send notification of the
convening of the Annual General Meeting together with
the convention documents to all domestic and foreign
financial service providers, shareholders and sharehold-
ers' associations by electronic means if the approval
requirements are fulfilled. Implementing the recommen-
dation in accordance with the law presents considerable
practical difficulties in respect of bearer shares and pre-
sumably also involves considerable costs. In view of our
shareholder structure, we see no practical need to pro-
pose the resolution of approval required for implemen-
tation to our Annual General Meeting.

The recommendation of the Government Commission

contained in Code no. 3.8 that a suitable deductible shall
be agreed if the Bank takes out a directors’ and officers’
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liability insurance policy (D & O) for the members of the
Management Board and the Supervisory Board has not
been complied with. D & O insurance exists for the Man-
agement Board and Supervisory Board via HSBC's
Group insurance policy. In addition, the Bank has taken
out insurance for the claims not covered by the Group
insurance. No deductible has been agreed for the Man-
agement Board and Supervisory Board. The insurance
policies only cover damage caused by negligence, not
damage caused with intent. A deductible does therefore
appear to be appropriate.

Based on our experience to date, we have decided only
to adopt the recommendations of the Government Com-
mission contained in Code no. 5.4.3 of the Corporate
Governance Code subject to the proviso that Supervi-
sory Board elections only take place as individual elec-
tions if an application is made by a shareholder to this
effect at the Annual General Meeting concerned. This
upholds all protective interests at the same time as pre-
serving the necessary flexibility. We have decided fur
ther not to apply the ruling in sentence 3 of this Code
no., according to which proposals for candidates for the
Chairman of the Supervisory Board are to be announced
to the shareholders. Re-elections of the Supervisory
Board take place at the Bank for the entire Supervisory
Board in each case for which a standard closing date for
the election period applies according to our Articles of
Association. In the event of the complete re-election of
the Supervisory Board, it meets after the Annual General
Meeting at which it was elected for a constituent meet-
ing and elects the Chairman from its members. The an-
nouncement of the proposed candidates for the new
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Supervisory Board by the old Board would in our view
be an unjustifiable burden on the new Supervisory Board
in its discretionary powers. Even though the newly
elected Supervisory Board is not legally bound to the
candidates announced by the old Board, any deviation by
the new Supervisory Board would be associated with
negative publicity which could harm the company.

There is no limitation on the number of former Managing
Partners or Management Board members who may sit
on our Supervisory Board, nor any limitation on the age
of Supervisory Board members; to this extent we have
not complied with the recommendations of the Govern-
ment Commission contained in Code nos. 5.4.1 and
5.4.2 of the Corporate Governance Code. We have taken
this decision in the light of the Bank’s status as a private
bank, which continues to apply even after the change of
legal form to a German stock corporation, whose most
fundamental strategic characteristic is the long-term and
personal nature of the Management Board members’
client relationships. Their transition from the executive
management of the Bank to the Supervisory Board pre-
vents the disruption of client relationships and ensures
continuity, for which the former Managing Partners or
Management Board members also stand surety as
members of the Supervisory Board.

We have chosen not to limit the age of Supervisory
Board members because we take the view that to do so
would needlessly reduce our flexibility. A fixed age limit
would oblige us to make a change in Supervisory Board
membership even when a member, notwithstanding his
or her age, is still indispensable to the Bank.



Compensation structures

The compensation of the members of the Management
Board is laid down in contracts of employment which
the Bank, represented by the Supervisory Board's Per-
sonnel Committee, concludes individually with the vari-
ous Management Board members.

The compensation of members of the Management
Board comprises a fixed salary element plus a variable
compensation component. Each member of the Man-
agement Board is also given an individual pension
commitment. The extent of the annual variable com-
pensation is determined on a discretionary basis by
the Personnel and Nominations Committee and can
be paid in cash, as an allocation of shares in HSBC
Holdings plc or a combination of both. The cash com-
ponent amounts to at least 50 % of the variable com-
pensation. The shares allocated as variable compensa-
tion for 2007 will be transferred in three equal amounts
in 2009, 2010 and 2011, in each case after the an-
nouncement of the HSBC Group's result for the year.
This practice has been modified for 2008. The shares
allocated will no longer be transferred in three equal
amounts, but in one amount in early 2012. Price risks
and opportunities arising from the shares allocated in
the period up until transfer lie exclusively with the re-
spective Management Board members. In addition,
we refer with respect to the compensation system for
the Management Board members to the correspond-
ing explanations in the Management Report as well as
in Note 68 of the Consolidated Financial Statements
of HSBC Trinkaus & Burkhardt AG.

} Corporate Governance

The Annual General Meeting decided with the required
three-quarters majority on 5 June 2007 that the individ-
ual emoluments of the members of the Management
Board are not to be published. The recommendation of
the Government Commission on the disclosure of the
total compensation of each member of the Management
Board Code no. 4.2.4 is therefore not applied.

The compensation of members of the Supervisory
Board — including fees paid for advisory services — is also
reported under Note 68 of our Consolidated Accounts.
The compensation for members of the Supervisory
Board is governed in the Articles of Association. Each
Supervisory Board member is thereby entitled to receive
fixed compensation of € 25,000 plus variable compensa-
tion of € 100.00 for every 1 cent of dividend distributed
per share. The Chairman receives two-and-a-half times
and the deputy chairman double this sum. The Chairman
of a Supervisory Board committee receives double and
members of a Committee one-and-a-half times the
aforementioned compensation of a Supervisory Board
member. If a member of the Supervisory Board holds
several offices, he/she is only compensated for the of-
fice with the highest compensation. Should a member
of the Supervisory Board or a Committee not be in office
for the full financial year, the compensation is reduced
proportionately to the period.

The recommendations of the Government Commission
on the publication of the individual emoluments of the
members of the Supervisory Board contained in Code
no. 5.4.6 have not been complied with. As regards pay-
ments for personal services provided, such as advisory
services, the Management Board and the Supervisory
Board are of the opinion that this would encroach exten-
sively upon the personal rights of the Supervisory Board
member with no absolute necessity.
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Information, disclosure and transparency

Code nos. 6.3 and 6.8 of the Corporate Governance
Code contain recommendations on the equal treatment
of shareholders with regard to communications and the
disclosure of information about the company. For pur
poses of clarity and to avoid misinterpretation, we apply
this recommendation exclusively in relation to facts rele-
vant to our share price. We do not define expressions of
opinion by members of executive bodies in the press
and other media, or background discussions with finan-
cial analysts and rating agencies, as “new facts” or “in-
formation” within the meaning of Code nos. 6.3 and 6.8
of the Corporate Governance Code.

As before, we shall publish our Consolidated Financial
Accounts and our interim reports with the deadlines pre-
scribed by law. In the interest of greater timing flexibility
concerning the production of our reports, we shall not
adopt the Government Commission recommendations
on the tightening of deadlines contained in Code no.
7.1.2 of the Corporate Governance Code.

The list of third-party companies in which the Bank holds
a material interest is published in our Annual Report
under Note 63. We have adopted the recommmendation
on publication contained in Code no. 7.1.4 of the Corpor
ate Governance Code, subject to the proviso that we
only report those investments whose amount exceeds a
legal disclosure threshold.

Dusseldorf, February 2009

For the
Management Board:

Reportable dealings in HSBC Trinkaus &
Burkhardt shares or in rights to those shares
under Section 15a of the Securities Trading Law
(WpHG)

No dealings in HSBC Trinkaus & Burkhardt shares, or in
rights to those shares which require reporting in accord-
ance with Section 15 of the Securities Trading Law or
Code no. 6.6 of the Corporate Governance Code, were
carried out in 2008 by persons obliged to report such
dealings.

Day-to-day monitoring

We have entrusted the Head of the Company Secretariat
of our Bank with the day-to-day monitoring of the strict
observance of the Corporate Governance rules in our
daily business. During the 2008 financial year no in-
fringements of these rules were identified, in terms of
the form, content or spirit of the Corporate Governance
Code, and our external auditors have confirmed this
finding.

For the
Supervisory Board:

' /;WM

Andreas'Schmitz
— Chairman -
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— Chairman -
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} Executive Bodies

Diisseldorf
Baden-Baden Berlin Frankfurt am Main
Hamburg Munich Stuttgart

Management Board
Andreas Schmitz, Chairman
Carola Gréfin v. Schmettow
Paul Hagen

Dr. Olaf Huth

Member of the Executive Committee
Florian Fautz

Trevor Gander

Manfred Krause
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Supervisory Board

Herbert H. Jacobi, Disseldorf
Honorary Chairman,

Former Managing Partner,

HSBC Trinkaus & Burkhardt KGaA

Dr. Sieghardt Rometsch, Disseldorf
Chairman,

Former Managing Partner,

HSBC Trinkaus & Burkhardt KGaA

Stuart Gulliver,

Deputy Chairman,
Executive Director,

HSBC Holdings plc, London

Professor Dr. h.c. Ludwig Georg Braun, Melsungen

Chairman of the Management Board,
B. Braun Melsungen AG

Deniz Erkman*, Krefeld
Bank employee

Dr. Hans Michael Gaul, Disseldorf

Friedrich-Karl GoBmann*, Essen
Bank employee

Birgit Hasenbeck*, Disseldorf
Bank employee

* Employees’ representative
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Wolfgang Haupt, Disseldorf
Former Managing Partner,
HSBC Trinkaus & Burkhardt KGaA

David H. Hodgkinson (until 15.12.2008),
Group Chief Operating Officer,
HSBC Holdings plc, London

Harold Horauf, Eggstatt
Former Managing Partner,
HSBC Trinkaus & Burkhardt KGaA

Oliver Honée*, Essen
Bank employee

Dr. Siegfried Jaschinski, Stuttgart
Chairman of the Management Board,
Landesbank Baden-Wirttemberg

Dr. jur. Otto Graf Lambsdorff, Bonn
Lawyer

Professor Dr. Ulrich Lehner, Disseldorf
Chairman of the Managing Committee,
Henkel KGaA (until April 2008),

Member of the Shareholders’ Committee,

Henkel AG & Co. KGaA (from April 2008)

Jorn Wolken*, Lohmar
Bank employee
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Advisory Board

Dr. jur. Otto Graf Lambsdorff,
Chairman

Professor Dr. Gerd Assmann, FRCP
Member of the Management Board,
Assmann-Stiftung fir Préavention

Dr. Simone Bagel-Trah,

Member of the Supervisory Board and
Shareholders’” Committee,

Henkel AG & Co. KGaA

Dr. Olaf Berlien (from April 2008),
Member of the Management Board,
ThyssenKrupp AG,

Chairman of the Management Board,
ThyssenKrupp Technologies AG

Professor Dr. rer. nat. Dr. med. Dr. h.c. Uwe Bicker
(from March 2008),

Chairman of the Supervisory Board,

Siemens Healthcare Diagnostics Holding GmbH

Christian Brand,
Chairman of the Management Board,
Landeskreditbank Baden-\VWirttemberg

Baron Wolf von Buchholtz

Albert H. K. Bull,
Entrepreneur and shareholder,
B &L Group

Walter P J. Droege,
Droege International Group AG

Heinrich Johann Essing,
Managing Director,
HEC Vermogensverwaltung GmbH

Henning von der Forst,

Member of the Management Board,
NUrnberger Versicherungsgruppe
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Dipl.-Kfm. Bruno Gantenbrink,
Managing Partner,
BEGA Gantenbrink-Leuchten KG

Professor Dr. Michael Hoffmann-Becking, Lawyer,
Rechtsanwalte Hengeler Mueller

Dr. Franz Wilhelm Hopp

Professor Dr. Dr. h.c. Anton Kathrein,
Managing Partner,
KATHREIN-Werke KG

Dr. Karl-Ludwig Kley,

Managing Partner,

Chairman of the Managing Committee,
Merck KGaA

Professor Dr. Renate Kocher,
Executive Director,
Institut fir Demoskopie Allensbach

Professor Dr.-Ing. E.h. Dipl.-Ing. Berthold Leibinger,
Chairman of the Supervisory Board,
Trumpf GmbH + Co. KG

Professor Dr. Dirk Lepelmeier,
Managing Director,

Nordrheinische Arzteversorgung,
Einrichtung der Arztekammer Nordrhein

Udo van Meeteren

Dipl.-Volkswirt Dr. Claus Meier,

Senior Church Councillor,

Member of the Ecclesiastical Council,
Evangelical Lutheran Church of Bavaria

Ludwig Merckle,
Managing Director,
VEM Vermogensverwaltung GmbH

Dr. Markus Michalke,
Managing Director,
MIC Asset Management GmbH



Karsten MullerUthoff,
Managing Director,
Arzteversorgung Niedersachsen

Werner Nicoll,

Member of the Management Board,
ARAG Allgemeine Rechtsschutz-
Versicherungs-AG

Dr. Christoph Niemann,
Former Managing Partner,
HSBC Trinkaus & Burkhardt KGaA

Hartmut Retzlaff,
Chairman of the Management Board,
STADA Arzneimittel AG

Petra Schadeberg-Herrmann,
Shareholder of Krombacher Brauerei
Bernhard Schadeberg GmbH & Co. KG

Dr. Marcus Schenck (from February 2008),
Member of the Management Board,
E.ON AG

Dr. Ulrich Schroder,
Chairman of the Management Board,
KfW Bankengruppe

Dr. Botho von Schwarzkopf (from February 2008),
Managing Partner,
Pfeifer & Langen IHKG

Professor Dennis J. Snower, Ph.D. (from April 2008),
President of the Kiel Institute for the World Economy

Helmut Spéth,
Deputy Chairman of the Management Board,
Versicherungskammer Bayern

Thomas Unger,
Member of the Management Board,
Metro AG

Professor Dr.-Ing. Dieter H. Vogel,
Managing Partner,
Lindsay Goldberg Vogel GmbH

Werner Wenning (until July 2008),

Chairman of the Management Board,

Bayer AG

Hartmuth Wiesemann,
Member of the Advisory Board,
ALDI Einkauf GmbH & Co. OHG

} Executive Bodies
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} Locations

Diisseldorf Head Office
PO. Box 10 11 08

D-40002 Dusseldorf
Konigsallee 21/23

D-40212 Dusseldorf
Phone: +49 211 910-0

Fax:  +49 211 910-616
S.W.I.LET. TUBDDEDD
www.hsbctrinkaus.de

Branches

Baden-Baden

PO. Box 10 05 27
D-76486 Baden-Baden
Maria-Viktoria-StralRe 2
D-76530 Baden-Baden
Phone: +49 7221 9386-0
Fax:  +49 7221 26753

Berlin
Kurflirstendamm 234
D-10719 Berlin

Phone: +49 30 88581-0
Fax:  +49 30 8819304
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Frankfurt am Main
Private Banking

PO. Box 17 05 62

D-60079 Frankfurt am Main
Guiollettstrafde 24

D-60325 Frankfurt am Main
Phone: +49 69 71903-0
Fax:  +4969 71903-33

Corporate Banking
Taunusanlage 1

D-60329 Frankfurt am Main
Phone: +49 69 71903-0
Fax:  +49 69 71903-32

Investment Banking
Taunusanlage 1

D-60329 Frankfurt am Main
Phone: +49 69 71903-0
Fax:  +49 69 71903-747

Hamburg

PO. Box 30 54 05
D-20317 Hamburg
Gansemarkt 45
D-20354 Hamburg
Phone: +49 40 35614-0
Fax:  +49 40 346557
SW.ILET. TUBDDEHH

Munich

PO. Box 10 14 12
D-80088 Munich
Karl-Scharnagl-Ring 7
D-80539 Munich

Phone: +49 89 229016-0
Fax:  +49 89 297412



Stuttgart

PO. Box 10 48 41
D-70042 Stuttgart
Konigstralde 26

D-70173 Stuttgart

Phone: +49 711 22890-0
Fax:  +49 711 22890-43

HSBC Global Asset Management*
Deutschland GmbH

PO. Box 10 11 08

D-40002 Dusseldorf

Konigsallee 21/23

D-40212 Dusseldorf

Phone: +49 211 910-3231

Fax:  +49 211 133975

HSBC Trinkaus Real Estate GmbH**
PO. Box 10 11 08

D-40002 Dusseldorf

Konigsallee 21/23

D-40212 Dusseldorf

Phone: +49 211 910-615

Fax:  +49 211 910-3844

Internationale
Kapitalanlagegesellschaft mbH
PO. Box 10 30 21

D-40021 Dusseldorf

Breite Straf3e 29-31

D-40213 Dusseldorf

Phone: +49 211 910-2581

Fax:  +49 211 329329

* previously HSBC Investments Deutschland GmbH
** previously HSBC Trinkaus & Burkhardt Immobilien GmbH

} Standorte

International Transaction
Services GmbH

PO. Box 10 30 22

D-40021 Dusseldorf
Georg-Glock-Strafte 14
D-40474 Disseldorf

Phone: +49 211 41553-0

Fax:  +49 211 41553-3123

HSBC Trinkaus & Burkhardt
(International) SA

PO. Box 579

[-2015 Luxembourg

1-7 rue Nina et Julien Lefevre
[-1952 Luxembourg

Phone: +352 471847-1

Fax:  +352 471847-641
SW.I.LET. TUBDLULL

HSBC Trinkaus
Investment Managers SA
PO. Box 579

[-2015 Luxembourg

1-7 rue Nina et Julien Lefévre
[-1952 Luxembourg

Phone: +352 471847-710

Fax: +3b52 471847-643
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} Imprint

HSBC Trinkaus & Burkhardt AG

PO. Box 10 11 08, D-40002 Dusseldorf
Konigsallee 21/23, D-40212 Dusseldorf
Phone: +49 211 910-0

Fax: +49 211 910-616

www.hsbctrinkaus.de

Interpretation and evaluation of statements
about the future

This Annual Report provides information on the results
of the HSBC Trinkaus & Burkhardt Group for the past
financial year. The information is based on the consoli-
dated figures at the close of the 2008 financial year in
accordance with International Financial Reporting Stand-
ards and as audited by the auditors of our Consolidated
Statements. To allow you to evaluate our Consolidated
Financial Statements, general economic data and data in
relation to financial markets as they evolved during the
past year have also been included. In addition, this pub-
lication contains statements of our expectations con-
cerning our Group's progress during 2009. Such state-
ments about the future can be found in particular in the
Letter from the Management Board to our shareholders
in the "Outlook for 2009” section, in the section on
our company'’s strategy and also in many other places
throughout this Annual Report. These statements about
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the future are based on our expectations of future eco-
nomic and political developments and on our assump-
tions about the effects these will have on business
progress and our related business plans. All statements
about the future in the form of assumptions, expect-
ations and future plans represent our assessments and
forecasts up to the date on which we formulated them.
Any changes subsequent to that date in macroeconomic
data, in the political or regulatory environment, or in the
foreign exchange or capital markets, as well as unex-
pected losses in lending business or with counterparties
in trading activities, or the occurrence of other events,
may lead to our forecasts and expectations for the finan-
cial year 2009 becoming obsolete or outdated. We ac-
cept no obligation to adjust our forecasts, assumptions
and expectations in the light of new information or in
line with subsequent events to reflect the new level of
knowledge, nor to update our Annual Report through
subsequent publication of such changes.



} Key Dates

2 April 2009
Results Press Conference

14 May 2009
Interim Report as at 31 March 2009

9 June 2009
Annual General Meeting

13 August 2009
Press Conference
Interim Report as at 30 June 2009

12 November 2009
Interim Report as at 30 September 2009
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