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Enabling clients to invest

The role of the custodian

in the local market,

whilst minimising the risk

of loss of assets

Clients

Investors
Global Custodians
Broker Dealers

]

Trade Settlement

* Pre Matching .
* Funding
Safekeeping
* Client Asset .
Protection

Asset Servicing

« Corporate Actions =
* Dividends .

Settlement

Reconciliation

Taxation
Proxy Voting
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Custodian settlement

A critical process with significant risk for the custodian

The matching process manages the
risk of an incorrect settlement
occurring

Matching process is manually
performed by the custodian in three
stages

'] _ CSD file vs Local Broker file
2_ Local Broker vs Int’l broker file
3_ Investor instruction vs Int’'l broker file

There are no settlement instructions
submitted by brokers or custodians

Trades settle unless rejected

There is no settlement through the
account of the international broker
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International settlement

Settlement by instruction not rejection

Matching instructions (bilateral)
required from both parties to effect
settlement

Matching is managed at the CSD
Typically SWIFT enabled

Trades settle with the international
brokers

Allows for netting and aggregation

Automated allegements
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Opportunities to evolve the CSD and Custodian Model PUBLIC

€ Matching of instructions from buyer and seller at the CSD before a

CSD Matchin
9 trade can settle

]

€ Removes the risks of the rejection model

International
Broker
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@ Recognition of the International broker by the local market and CSD

@ Settlement of trades between local broker and international broker
enables commission to be part of settlement process

SWIFT
messaging
7~ N\
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@ Option for CSD participants to instruct using SWIFT messaging using
depository connections

Workflow @ Predefined workflow for matching exceptions

€ a matching process enables custodians to implement workflow for
allegements
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Global Custody & Direct Custody & Clearing (DCC)

Global Custody: A single point of access

Traditional client base Propositions

¢ Buy-side fund managers, sovereign » One contract required — one contact covering global network
wealth funds, pension funds requiring o Consolidated portfolio reporting and consistent service provision

consolidated service provision across _ , _ _ .
multiple markets » Access to ancillary services — Security Lending, Treasury Services, etc.

Global Custody

e Access to local markets, clearing & settlement services

Banks & Broker Dealers e Local expertise & intelligence
¢ Ability to hold account with DCC (without having to contract as a GC client)

Direct Custody
& Clearing

Direct Custody & Clearing (DCC)
(& 3 Party)

Global Custody

HSBC KSA

(DCC)
3 Party

(DCC)
SCB Korea

SCB Korea

HSBC China

Local

custodian
in VN




Product Description — Global Custody

Core Services

. Trade Capture
Settlement & . Settlement Instructions

Trade Processing +  Settlement & Trade Fail Management

. Asset Protection

Safe-keeping *  Account Structures
. Network Management

. Corporate Actions
. Income Collection
. Proxy Voting
. Tax Services

Servicing

Value Chain

Trade

processing Safe Asset Cash Treasury

Management Solutions

keeping Servicing

Reconciliations

Reporting
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Disclaimer

This document has been prepared and issued to you by HSBC Saudi Arabia (“HSBC SA”), which is licensed and regulated by the Capital Market Authority License No 05008-37, and licensed by the
Ministry of Commerce as a closed joint stock company incorporated in Riyadh city CR 1010221555and registered address is HSBC head office Bldg.7267 Olaya Street North (Almorooj) 12283-2255
Riyadh KSA

HSBC SA has issued this document for information purposes only and should not be construed as an offer to sell or solicitation of an offer or an advice to purchase or subscribe in any investment.
HSBC Saudi Arabia recommends all investors in case to entering into a transaction should consult their legal, investment and tax advisor or the suitability of any investment decision to apply that
advice from your specialists consultants. Business, investment and trading decisions should be based on your own judgment. HSBC SA makes no guarantees, representations or warranties and
accepts no responsibility or liability for not achieving any mentioned returns and does not take responsibility of any losses incurred by investors. Registration with the Capital market Authority does
not imply protection from loss. Past performance is not a guide to future performance. HSBC Saudi Arabia practice other activities, securities business in the field of corporate finance, investment
banking, asset management and brokerage .Investments may involve substantial risks, , so that the investment value may increase or decrease in the absence of a steady market and illiquidity and it
may be difficult for investors to sell their investments or converted into immediate cash. Therefore the investor should visit the risk warning section in Terms and Conditions and it should be read
before proceeding with any investment and you can get them for free and for more details you can visit any HSBC SA centers or through the company's Web site www.hsbcsaudi.com.
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