HSBC )

Date*:
The Government of the Hong Kong Special Administrative
Region of the People’s Republic of China (the “Issuer™)

Issue of HKD10,000,000,000 iBond Series
Retail Bonds due August 2017

Important Risk Warning:

This is an investment product. The investment decision is yours but you should not
invest in this product unless the intermediary who sells it to you has explained to you
that the product is suitable for you having regard to your financial situation,
investment experience and investment objectives.

The Bonds are NOT equivalent to a time deposit.

Issuer’s risk - The Bonds are subject to both the actual and perceived measures of
credit worthiness of the Issuer. There is no assurance of protection against a default by
the Issuer in respect of the repayment obligations. In the worst case scenario, you
might not be able to recover the principal and any coupon if the Issuer defaults on the
Bonds.

Additional risks are disclosed in the section of “Risk Factors” below and in the
relevant offering documentation of the Bonds (which is available upon request).
Please refer to it for details.

WARNING

The contents of this Term Sheet have not been reviewed by any regulatory authority
in Hong Kong. You are advised to exercise caution in relation to the offer. If you are
in any doubt about any of the contents of this document, you should obtain
independent professional advice.

IMPORTANT
If you are in doubt as to any aspect of this offer, you should consult a licensed
securities dealer, bank manager, solicitor, certified public accountant or other
professional adviser.
Unless otherwise specified in this Term Sheet, any capitalised terms used but not
defined in this Term Sheet shall have their meanings as set out in the offering

documentation of the Bonds (which is available upon request).

* If you receive this Term Sheet via email, the date of the Term Sheet is the date as




stated on the email to which it is attached. If you receive this Term Sheet via fax, the
date of the Term Sheet is the date as stated on the document header or on the cover
letter which accompanies the Term Sheet. If you are viewing this Term Sheet over
the internet, the date of the Term Sheet is the date as stated on the webpage to which
it is shown.




Term Sheet

Issuer The Government of the Hong Kong Special Administrative
Region of the People’s Republic of China
Series No: N/A
Guarantor N/A Tranche No: N/A
CMU Code: 03GB1708R
Type Retail Unsecured Bonds
Rating

(A rating is not a
recommendation to buy, sell or
hold securities and may be
subject to suspension, change
or withdrawal at any time by
the assigning rating agency.
Please contact HSBC staff if
you wish to obtain (if any)
updated ratings information
prior to making your
investment.)

Issuer’s rating: S&P AAA, as at 28 July 2014

The Bonds’ rating: N/A (Moody’s) / AAA (S&P), as at 31
December 2015

(Source: Bloomberg)

Issue Date

11 August 2014

Maturity Date/

11 August 2017

Coupon

The interest rate for each interest payment date will be
determined and announced on the relevant interest
determination date as the higher of:

(i) the floating rate, being the arithmetic average of the year-
on-year rates of change in the Composite Consumer Price
Index compiled and published by the Census and Statistics
Department of HKSAR Government based on the results of
the most recent Household Expenditure Survey at the
relevant interest determination date (currently being the
2009/10-based Composite Consumer Price Index) for the 6
most recent preceding months, rounded to the nearest two
decimal places; and

(ii) the fixed rate of 1.00%,

per annum, payable every 6 months in arrear.

Coupon frequency

Semi Annual

Status of the Bonds

Amounts of principal, interest and any other amounts
payable on the Bonds are payable first out of the bond fund
and, if need be, then out of the general revenues and assets
of HKSAR Government. The Bonds are direct, unsecured,
unconditional and general obligations of HKSAR
Government and rank pari passu with all other unsecured
indebtedness of HKSAR Government incurred for the




general revenue from time to time outstanding and without
preference for one over the other by reason of priority of
date of issue or otherwise

Offering Documentation

The Programme Circular dated 18 July 2014 (the
“Programme Circular”) and the Issue Circular dated 18 July
2014 (the “Issue Circular”).

Currency & Amount of the
issue

HKD10,000,000,000

Interest Commencement Date

11 August 2014

Denomination

HKD10,000 and integral multiples of HKD10,000 in excess
thereof

Minimum Investment
Amount

Per investor: HKD10,000

Redemption at maturity

At par (100%)

Interest payment dates and
relevant interest
determination dates/

Relevant interest

Interest payment date ..
pay determination date

11 February 2015 28 January 2015
11 August 2015 28 July 2015
11 February 2016 25 January 2016
11 August 2016 28 July 2016
13 February 2017 27 January 2017
11 August 2017 28 July 2017

Listing and Pricing

(Please contact HSBC staff for
(if any) updated pricing
information prior to making
your investment.)

This Bond is listed on The Stock Exchange of Hong Kong
Limited (“the Exchange”).

The historical prices of this Bond including but not limited
to the closing price on the last trading day immediately
preceding (a) this offer, (b) each of the 6 months
immediately preceding this offer, and (c) the public
announcement in relation to this offer, as well as the highest
and the lowest closing prices during the period of last 6
months, which are required by Securities and Futures
Ordinance Schedule 7 Part 2 — Section 1 (b), (c), (d) and (e),
are available on the website of the Exchange at
http://www.hkex.com.hk/eng/invest/company/quote_
page_e.asp?WidColD=4222&WidCoAbbName=&M
onth=1&langcode=e and
http://www.hkex.com.hk/eng/invest/company/chart_p
age_e.asp?WidColD=4222&Month=6&langcode=e

For the sake of information completeness, integrity and
timeliness, the information stated in the above paragraph
which is required to be provided under SFO Schedule 7 is
not included/replicated in this document, however a
printed copy and Chinese version of such materials is
available upon request.

Description of the Issuer
(from page 21 to 22 of the

On 1 July 1997 Hong Kong became a Special
Administrative Region of the People’s Republic of China in




Programme Circular)

accordance with Article 31 of the Constitution of the
People’s Republic of China. The reunification of Hong Kong
with the People’s Republic of China (the “PRC”) is a
consequence of an agreement between the Government of
the United Kingdom of Great Britain and Northern Ireland
and the Government of the People’s Republic of China, as
embodied in the Sino-British Joint Declaration on the
Question of Hong Kong (the Joint Declaration) signed on
19 December 1984 and subsequently ratified by both
governments.

Hong Kong maintains one of the world’s most open
economies and a business-friendly environment
characterised by a relatively high degree of free trade and
free flow of information, an established financial regulatory
regime and legal system and a developed transportation and
telecommunications infrastructure. In 2013, Hong

Kong was ranked the eighth largest trading entity

in the world by the World Trade Organization

based on the value of total merchandise trade, and

is home to the fourth busiest container port in the

world in terms of throughput.

Over the past two decades, the Hong Kong
economy (as measured by GDP) has more than
doubled in size, with GDP growing at an average
annual rate of 3.6% in real terms. In 2013, Hong
Kong’s GDP at current market prices reached
HK$2,125.4 billion and its per capita GDP of
US$38,100 was amongst the highest in Asia.

Contact Information of the

Registered Office Hong Kong Monetary Authority

Issuer Address: 55/F, Two International Finance
Centre
8 Finance Street, Central, Hong
Kong

Additional documentation N/A

required from the customer

Fees & Charges Safe Custody

Waived

Interest Collection
Waived

Redemption at Maturity
Waived

Stamp Duty

No Hong Kong stamp duty is payable on the purchase of the
Bonds




A Actual payment dates are subject to the payment received from the relevant custodian which
maybe beyond the stated date due to time zone difference and different lead time required by
individual paying agent.




Risk Factors

There are investment risks involved in buying the Bonds (including the risks set out in the
“Risk Factors” below and the risks disclosed in the relevant offering documentation of the
Bonds, which is available upon request). Before applying for any of the Bonds, you should
consider the risks involved in investing in the Bonds and consider whether the Bonds are
suitable for you in light of your own financial circumstances and investment objectives. If you
are in any doubt, you should get independent professional advice.

Risk factors relating to the Bonds in general

 The Bonds are mainly for medium to long term investment, not for short term
speculation. You should be prepared to invest your funds in the Bonds for the full
investment tenor; you could lose part or all of your investment if you choose to sell the
Bonds prior to maturity.

* The Bonds are not equivalent to, nor should they be treated as a substitute for, time
deposit. They are NOT protected deposits and are NOT protected by the Deposit
Protection Scheme in Hong Kong.

* Receipt of any interest and principal amount at maturity of the Bonds is subject to the
credit risk and default risk of the Issuer. In case of default, the holder of the Bonds may
not be able to receive back the principal amount invested or any interest payable on the
Bonds. The holder of the Bonds bears the credit risk and the default risk of the Issuer
and has no recourse to HSBC unless HSBC is the Issuer itself.

*  One or more independent credit rating agencies may assign credit ratings to an issue of
the Bonds, the Issuer. Credit ratings may not reflect all of the risks related to the Bonds,
the Issuer and other factors that may affect the value of the Bonds. Credit ratings do not
guarantee the creditworthiness of the Issuer.

* A credit rating by the rating agency is not a recommendation to buy, sell or hold
securities and may be subject to revision, suspension or withdrawal at any time. A
suspension, reduction or withdrawal at any time of any rating assigned to the Bonds
may adversely affect the market price of the Bonds.

* The Bonds have not been assigned with rating by any credit rating agencies, and the
Issuer has no plan to obtain ratings on the Bonds from any credit rating agencies. If, in
the future, credit ratings are assigned to the Bonds, such credit ratings may not reflect
all of the risks related to the Bonds and other factors that may affect the value of the
Bonds. Credit ratings do not guarantee the creditworthiness of the Issuer.

*  The market price of the Bonds may fluctuate with market changes. Factors affecting the
market price of the Bonds include, but are not limited to, fluctuations in interest rates,
credit spreads, and liquidity premiums. In particular, investment in the Bonds is
susceptible to fluctuations in interest rates which may adversely affect the value of the
Bonds. The price of the Bonds may generally fall when the interest rates rise. The
fluctuation in yield generally has a greater effect on prices of longer tenor Bonds. There
is an inherent risk that losses may be incurred rather than profit made as a result of
buying and selling the Bonds.




The Issuer may have the right (but not the obligation) to early redeem the Bonds prior to
maturity date upon occurrence of certain events (please refer to the offering
documentation of the Bonds for details). If the Issuer exercises its right to redeem the
Bonds before they mature, you may suffer a substantial loss under the Bonds and you
may not be able to enjoy the same rates of return when you re-invest the amount
received under such early redemption in other investments with similar risk parameters.

If you wish to sell the Bonds, HSBC may but is not obliged to repurchase them based on
the prevailing market price under normal market circumstances, but the selling price
may differ from the original buying price due to changes in market conditions.

There may be exchange rate risks if you choose to convert payments made on the Bonds
to your home currency.

Bonds may have no established trading market when issued, and one may never
develop. Even if a secondary market does develop, the secondary market for the Bonds
may not provide significant liquidity or may trade at prices based on the prevailing
market conditions and may not be in line with your expectations. Therefore, you may
not be able to sell the Bonds easily before maturity or at prices that will provide you
with a yield comparable to similar investments that have a developed secondary market.

Please refer to the offering documentation of the Bonds for other risk factors relating to
the Issuer and the Bonds.




Investor’s Commitment and Acknowledgements

When you place your order for the Bonds, you are deemed to make a series of confirmations and
acknowledgements, including that you:

@) have read and understood this Term Sheet, including the risks of investing in the Bonds as
explained in the section “Risk Factors” before making any investment decision;

(i) understand that you should refer to the relevant offering documentation of the Bonds,
which is available upon request, for further details on the terms of the Bonds and risks
involved before making any investment decision;

(iii) confirm that you are prepared to invest your funds in the Bonds for the full investment
tenor; you could also lose part or all of your investment if you choose to sell your Bonds
prior to maturity;

(iv) understand that this document is not intended to provide and should not be relied upon for
tax, legal or accounting advice, investment recommendations or credit worthiness or other
evaluation of the Issuer ; prospective investors should consult their tax, legal, accounting
and/or other advisors; and

) understand that you should avoid excessive investment in a single type investment, with
regard to its total proportion of your overall portfolio, in order to guard against
overexposure to any single investment.

How to find out the current market value of your investment after purchase?

The current market value of your investment will be available upon request. Please contact our
staff at any HSBC branch in Hong Kong.

Note: If you have any feedback or complaint about any aspect of the service you have received,
please contact our Hong Kong branches, call (852) 2233 3322 for HSBC Premier customers, (852)
2748 8333 for HSBC Advance customers or (852) 2233 3000 for Other Personal Banking
customers, or write to the Customer Relations Department at P.O. Box No. 71169 Kowloon
Central Post Office, or send an email to feedback@hsbc.com.hk. We will respond to a complaint
within a reasonable period of time normally not exceeding 30 days in general circumstances. If you
are not satisfied with the outcome of your complaint, you have the right to refer the matter to the
Enforcement Department of Hong Kong Monetary Authority at 55th Floor Two International
Finance Centre, 8 Finance Street, Central, Hong Kong. For monetary dispute, you have the right to
refer the matter to the Financial Dispute Resolution Centre at 15/F, Stanhope House, 734 King’s
Road, Quarry Bay, Hong Kong.

References to websites

References to the websites stated in this document where further information may be obtained
are intended as guides for you to access further public information on the securities. Information
appearing on such websites is not part of the offering documents. HSBC accept no responsibility
whatsoever that such other information, if available, is accurate and/or up-to-date, and no
responsibility is accepted in relation to any such information by us and our respective affiliates.




Disclaimer

The Hongkong and Shanghai Banking Corporation Limited (“HSBC”) has issued this document. The
information contained in this termsheet is derived from sources HSBC believes to be reliable, but which
HSBC has not independently verified. HSBC makes no representation or warranty (express or implied) of
any nature nor is any responsibility of any kind accepted with respect to the completeness or accuracy of any
information, projection, representation or warranty (expressed or implied) in, or omission from, this
document. Any opinions expressed therein are given in good faith, but are subject to change without notice.
No liability is accepted whatsoever for any direct, indirect or consequential loss arising from the use of this
document. Please note that the above rates or prices are for indicative purposes only and may vary in
accordance with changes in market condition. Distribution of this document may be restricted by law in
certain jurisdictions and the information contained herein is to the recipients and may not be reproduced or
otherwise disseminated. HSBC and its affiliates and/or officers, directors and employees may have positions
in any instruments or currencies mentioned in this document and may from time to time add to or dispose of
such instruments or currencies. User of the information is advised to make independent judgment with
respect to any matter contained herein.

Issued by The Hongkong and Shanghai Banking Corporation Limited (“HSBC”) registered at 1
Queen’s Road Central, Hong Kong

The Hongkong and Shanghai Banking Corporation Limited is the distributor which is a wholly
owned subsidiary of HSBC Holdings plc, the holding company of the HSBC Group.

The Hongkong and Shanghai Banking Corporation Limited

Authorised and Regulated by Hong Kong Monetary Authority

A registered institution under the Securities and Futures Ordinance, with Central
FEntity Identity Number AAA523

Registered Olffice: 1 Queen’s Road Central, Hong Kong

Tel: +852 2996 6730, Member HSBC Group
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