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PART 1

Item 1. Financial Statements

CONSOLIDATED STATEMENT OF INCOME (UNAUDITED)

Three Months Ended Six Months Ended
June 30, June 30,

2022 2021 2022 2021

(in millions)

Interest income:

Loans $ 437 $§ 441 $ 813 § 892
Securities 169 160 310 337
Trading securities 55 54 118 102
Short-term investments 110 17 137 33
Other 12 4 17 13
Total interest income 783 676 1,395 1,377
Interest expense:
Deposits 135 69 193 150
Short-term borrowings 21 4 26 9
Long-term debt 89 78 157 160
Other 6 2 10 4
Total interest expense 251 153 386 323
Net interest income 532 523 1,009 1,054
Provision for credit losses 69 (229) 80 (456)
Net interest income after provision for credit losses 463 752 929 1,510
Other revenues:
Credit card fees, net 12 13 27 23
Trust and investment management fees 34 26 60 55
Other fees and commissions 160 171 338 336
Trading revenue 61 2 133 43
Other securities gains, net 9 18 29 47
Servicing and other fees from HSBC affiliates 87 70 188 153
Gain on instruments designated at fair value and related derivatives 19 7 25 25
Gain on sale of branch disposal group, net — — 111 —
Other income (loss) 39) 3) (82) 6
Total other revenues 343 304 829 688
Operating expenses:
Salaries and employee benefits 138 182 292 358
Support services from HSBC affiliates 419 392 837 759
Occupancy expense, net 13 118 30 148
Other expenses 123 110 220 219
Total operating expenses 693 802 1,379 1,484
Income before income tax 113 254 379 714
Income tax expense 23 61 88 182
Net income $ 9 $ 193 $ 291 § 532

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS) (UNAUDITED)
Three Months Ended Six Months Ended

June 30, June 30,
2022 2021 2022 2021
(in millions)
Net income $ 9 $ 193 $ 291 § 532
Net change in unrealized gains (losses), net of tax:

Investment securities (574) 53 (1,617) (578)

Fair value option liabilities attributable to our own credit spread 51 10 80 —

Derivatives designated as cash flow hedges (62) ) (214) (21)

Pension and post-retirement benefit plans — 1 — 1
Total other comprehensive income (loss) (585) 55 (1,751) (598)
Comprehensive income (loss) $ (495) § 248 $(1,460) $§ (66)

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED BALANCE SHEET (UNAUDITED)
June 30, December 31,

2022 2021
(in millions, except share
data)

Assets™

Cash and due from banks $ 981 $ 954
Interest bearing deposits with banks 42,538 47,400
Federal funds sold and securities purchased under agreements to resell 4,941 10,514
Trading assets (includes $1.6 billion and $1.7 billion pledged to creditors at June 30, 2022 and December 31, 2021,

respectively) 18,708 24,043
Securities available-for-sale (includes amortized cost of $33.3 billion and $35.4 billion at June 30, 2022 and December 31,

2021, respectively, an allowance for credit losses of $2 million and $1 million at June 30, 2022 and December 31, 2021,

respectively, and $1.0 billion and $2.4 billion pledged to creditors at June 30, 2022 and December 31, 2021, respectively) 31,062 35,298
Securities held-to-maturity, net of allowance for credit losses of nil and $1 million at June 30, 2022 and December 31, 2021,

respectively (fair value of $4.5 billion and $5.4 billion at June 30, 2022 and December 31, 2021, respectively) 4,666 5,203
Loans 61,798 55,864
Less — allowance for credit losses 534 447

Loans, net 61,264 55,417
Loans held for sale (includes $194 million and $48 million designated under fair value option at June 30, 2022 and

December 31, 2021, respectively, and $2,441 million related to branch disposal group held for sale at December 31,

2021) 489 4,217
Properties and equipment, net 38 40
Goodwill 458 458
Other branch related assets held for sale — 249
Other assets, net of allowance for credit losses of $1 million at both June 30, 2022 and December 31, 2021 6,087 5,439
Total assets $ 171,232 § 189,232
Liabilities"” -
Debt:

Domestic deposits:
Noninterest bearing $ 34,132 $ 40,333
Interest bearing (includes $2.0 billion and $2.7 billion designated under fair value option at June 30, 2022 and
December 31, 2021, respectively) 84,732 89,122
Foreign deposits - interest bearing 8,399 4,827
Deposits held for sale — 8,750
Total deposits 127,263 143,032
Short-term borrowings 5,898 6,338
Long-term debt (includes $7.1 billion and $8.9 billion designated under fair value option at June 30, 2022 and December 31,

2021, respectively) 16,026 17,236
Total debt 149,187 166,606
Trading liabilities 3,766 3,023
Other branch related liabilities held for sale — 152
Interest, taxes and other liabilities 2,742 2,411
Total liabilities 155,695 172,192
Equity
Preferred stock (no par value; 40,999,000 shares authorized; 1,265 shares issued and outstanding at both June 30, 2022 and

December 31, 2021) 1,265 1,265
Common equity:

Common stock ($5 par value; 150,000,000 shares authorized; 714 shares issued and outstanding at both June 30, 2022
and December 31, 2021) — _
Additional paid-in capital 14,737 14,742
Retained earnings 1,465 1,212
Accumulated other comprehensive loss (1,930) (179)
Total common equity 14,272 15,775
Total equity 15,537 17,040
Total liabilities and equity $ 171,232 § 189,232

@ The following table summarizes assets and liabilities related to our consolidated variable interest entities ("VIEs") at June 30, 2022 and December 31,

2021. Assets and liabilities exclude intercompany balances that eliminate in consolidation. See Note 17, "Variable Interest Entities," for additional
information.
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June 30, December 31,
2022 2021

Assets
Loans
Other assets
Total assets
Liabilities
Interest, taxes and other liabilities
Total liabilities

The accompanying notes are an integral part of the consolidated financial statements.

(in millions)

118 § 46
46 55
164§ 101
28 § 9
28§ 9
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
Three Months Ended June 30, 2022 2021

(in millions)

Preferred stock

Balance at beginning and end of period $ 1265 $§ 1,265
Common stock

Balance at beginning and end of period — —
Additional paid-in capital

Balance at beginning of period 14,740 15,743
Employee benefit plans (3) —
Balance at end of period 14,737 15,743
Retained earnings
Balance at beginning of period 1,413 940
Net income 920 193
Cash dividends declared on preferred stock 38) (38)
Balance at end of period 1,465 1,095
Accumulated other comprehensive income (loss)
Balance at beginning of period (1,345) 26
Other comprehensive income (loss), net of tax (585) 55
Balance at end of period (1,930) 81
Total common equity 14,272 16,919
Total equity $ 15537 $ 18,184
Six Months Ended June 30, 2022 2021
(in millions)
Preferred stock
Balance at beginning and end of period $ 1,265 $ 1,265

Common stock
Balance at beginning and end of period — —
Additional paid-in capital

Balance at beginning of period 14,742 15,746
Employee benefit plans Q) 3)
Balance at end of period 14,737 15,743
Retained earnings
Balance at beginning of period 1,212 601
Net income 291 532
Cash dividends declared on preferred stock 398) (38)
Balance at end of period 1,465 1,095
Accumulated other comprehensive income (loss)
Balance at beginning of period 179) 679
Other comprehensive loss, net of tax (1,751) (598)
Balance at end of period (1,930) 81
Total common equity 14,272 16,919
Total equity $ 15537 §$ 18,184

The accompanying notes are an integral part of the consolidated financial statements.



HSBC USA Inc.

CONSOLIDATED STATEMENT OF CASH FLOWS (UNAUDITED)
Six Months Ended June 30, 2022 2021

(in millions)

Cash flows from operating activities
Net income $ 291 § 532
Adjustments to reconcile net income to net cash provided by (used in) operating activities:

Depreciation and amortization 84 161

Gain on sale of branch disposal group, net (111) —

Provision for credit losses 80 (456)

Net realized gains on securities available-for-sale 29) 47)

Net change in other assets and liabilities (795) 1,219

Net change in loans held for sale:

Originations and purchases of loans held for sale (1,097) (1,407)
Sales and collections of loans held for sale 1,052 1,398

Net change in trading assets and liabilities 6,078 (3,516)

Lower of amortized cost or fair value adjustments on loans held for sale 6 5

Gain on instruments designated at fair value and related derivatives (25) (25)
Net cash provided by (used in) operating activities 5,534 (2,136)
Cash flows from investing activities
Net change in federal funds sold and securities purchased under agreements to resell 5,573 25,243
Securities available-for-sale:

Purchases of securities available-for-sale 3,510) (9,173)

Proceeds from sales of securities available-for-sale 1,002 6,170

Proceeds from paydowns and maturities of securities available-for-sale 3,066 7,865
Securities held-to-maturity:

Purchases of securities held-to-maturity 475) —

Proceeds from paydowns and maturities of securities held-to-maturity 1,003 2,210
Change in loans:

Originations, net of collections (5,476) 2,718

Loans sold to third parties 1,136 1,091
Net cash used for acquisitions of properties and equipment 6) —
Net outflow related to the sale of branch disposal group (4,621) —
Other, net (16) 80
Net cash provided by (used in) investing activities (2,324) 36,204
Cash flows from financing activities
Net change in deposits (8,580) 2,221
Debt:

Net change in short-term borrowings (440) (1,146)

Issuance of long-term debt 2,844 5,317

Repayment of long-term debt (1,884) (6,154)
Other decreases in capital surplus Q) 3)
Dividends paid (38) (38)
Net cash provided by (used in) financing activities (8,103) 197
Net change in cash and due from banks and interest bearing deposits with banks (4,893) 34,265
Cash and due from banks and interest bearing deposits with banks at beginning of period" 48,412 15,655
Cash and due from banks and interest bearing deposits with banks at end of period™ $ 43,519 $ 49,920

M Included $58 million of cash which was reported in other branch related assets held for sale on the consolidated balance sheet at December 31, 2021.

The accompanying notes are an integral part of the consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Note Page Note Page
1 Organization and Presentation 9 12 Accumulated Other Comprehensive Income 44
(Loss)
2 Strategic Initiatives 10 13 Fee Income from Contracts with Customers 46
3 Branch Assets and Liabilities Held for Sale 12 14 Related Party Transactions 47
4 Trading Assets and Liabilities 13 15 Business Segments 49
5 Securities 14 16 Retained Earnings and Regulatory Capital 52
Requirements
6 Loans 18 17 Variable Interest Entities 53
7 Allowance for Credit Losses 30 18 Guarantee Arrangements, Pledged Assets and 55
Repurchase Agreements
8 Loans Held for Sale 33 19 Fair Value Measurements 60
9 Goodwill 35 20 Litigation and Regulatory Matters 76
10 Derivative Financial Instruments 35 21 New Accounting Pronouncements 77
11 Fair Value Option 41

1. Organization and Presentation

HSBC USA Inc. ("HSBC USA"), incorporated under the laws of Maryland, is a New York State based bank holding company
and a wholly-owned subsidiary of HSBC North America Holdings Inc. ("HSBC North America"), which is an indirect wholly-
owned subsidiary of HSBC Holdings plc ("HSBC" and, together with its subsidiaries, "HSBC Group"). The accompanying
unaudited interim consolidated financial statements of HSBC USA and its subsidiaries (collectively "HUSI") have been
prepared in accordance with accounting principles generally accepted in the United States of America ("U.S. GAAP") for
interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X, as well as in accordance
with predominant practices within the banking industry. Accordingly, they do not include all of the information and footnotes
required by generally accepted accounting principles for complete financial statements. In the opinion of management, all
normal and recurring adjustments considered necessary for a fair statement of financial position, results of operations and cash
flows for the interim periods have been made. HUSI may also be referred to in these notes to the consolidated financial
statements as "we," "us" or "our." These unaudited interim consolidated financial statements should be read in conjunction with
our Annual Report on Form 10-K for the year ended December 31, 2021 (the "2021 Form 10-K"). Certain reclassifications have
been made to prior period amounts to conform to the current period presentation.

The preparation of financial statements in conformity with U.S. GAAP requires the use of estimates and assumptions that affect
reported amounts and disclosures. Actual results could differ from those estimates. Interim results should not be considered
indicative of results in future periods.
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2. Strategic Initiatives

As discussed in our 2021 Form 10-K, we previously announced a strategic plan to restructure our operations ("Restructuring
Plan") in alignment with HSBC’s global strategy, to refocus our wholesale operations to better serve our international corporate
clients and restructure our retail operations to better meet the needs of globally mobile and affluent clients. Our Restructuring
Plan also includes streamlining our functional and operations support model by removing duplication and reducing the size of
our balance sheet to better align with the scope and scale of the U.S. opportunity. As discussed further in Note 3, "Branch
Assets and Liabilities Held for Sale," during the second quarter of 2021, we made the decision to exit our mass market retail
banking business, including the sale or closure of certain branches, and transferred certain assets and liabilities to held for sale.
We expect to incur pre-tax charges in connection with this Restructuring Plan over the three-year period of 2020-2022 of
approximately $780-$860 million ($590-$650 million after-tax). The following table presents a summary of the total pre-tax
charges we currently expect to incur by reportable segment:

Expected Charges in Connection
with Restructuring Plan

Minimum Maximum

(in millions)

Wealth and Personal Banking $ 160 $ 180
Commercial Banking 16 18
Markets and Securities Services 80 82
Global Banking and Markets Other 14 16
Corporate Center'” 510 564
Total $ 780 $ 860

M Includes restructuring charges primarily related to lease impairment and other related costs, support service project costs and severance costs associated
with certain centralized activities and functions.

During the first half of 2022, we continued to progress our Restructuring Plan, including simplification of our support service
functions and investing in systems infrastructure and new technologies. In February 2022, we also completed the sale of the
branch disposal group associated with the exit of our mass market retail banking business. During the three and six months
ended June 30, 2022, we recorded pre-tax charges in connection with our Restructuring Plan totaling $41 million and $72
million, respectively, compared with pre-tax charges totaling $118 million and $136 million during the three and six months
ended June 30, 2021, respectively. To date, we have recorded a total of $641 million of pre-tax charges in connection with our
Restructuring Plan. We remain committed to our multi-year strategic plan to re-profile our business.

The following table summarizes the changes in the liability associated with our Restructuring Plan during the three and six
months ended June 30, 2022 and 2021:

Severance and Lease
Other EmPloyee Termination and
Costs' Associated Costs® Other® Total

(in millions)

Three Months Ended June 30, 2022

Restructuring liability at beginning of period $ 2 9 38 $ — 3 40
Restructuring costs accrued during the period 4 — 11 15
Restructuring costs paid during the period 4) ) (11) 19)
Restructuring liability at end of period $ 2 $ 34 $ — 3 36
Three Months Ended June 30, 2021

Restructuring liability at beginning of period $ 2 $ 2 $ — 3 24
Restructuring costs accrued during the period 5 30 4 39
Restructuring costs paid during the period 6)) (6) 4) an
Restructuring liability at end of period $ 6 $ 46 $ — 3 I3

10
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Severance and Lease
Other Emgloyee Termination and
Costs Associated Costs? Other® Total

(in millions)

Six Months Ended June 30, 2022

Restructuring liability at beginning of period $ 10 $ 46 $ — 3 56
Restructuring costs accrued during the period 4 — 18 22
Restructuring costs paid during the period (12) 12) (18) (42)
Restructuring liability at end of period $ 2 $ 34 $ — 3 36

Six Months Ended June 30, 2021

Restructuring liability at beginning of period $ 10 $ 23 $ — 3 33
Restructuring costs accrued during the period 5 30 6 41
Restructuring costs paid during the period ) ) (6) (22)
Restructuring liability at end of period $ 6 $ 46 $ — S 52

M Severance and other employee costs are included in salaries and employee benefits in the consolidated statement of income. The majority of these costs
were reported in the Wealth and Personal Banking business segment. Not included in these costs are allocated severance costs from HSBC Technology &
Services ("HTSU") discussed further below.

@ Primarily includes real estate taxes, service charges and decommissioning costs. Lease termination and associated costs are included in occupancy
expense, net in the consolidated statement of income and were reported in the Wealth and Personal Banking and the Corporate Center business segments.

®  Primarily includes professional fees and other staff costs, which are included in other expenses in the consolidated statement of income.

In addition to the restructuring costs reflected in the rollforward table above, during the three and six months ended June 30,
2022, we reversed $4 million and $3 million, respectively, of lease right-of-use ("ROU") asset and leasehold improvement asset
impairment charges associated with certain office space that we determined we would exit.

During the second quarter of 2021, as part of our decision to exit our mass market retail banking business, we determined that
we would exit approximately 30 branches. As a result, we recorded impairment charges during the second quarter of 2021 to
write-off the assets associated with these branches, including $29 million of lease ROU assets, $18 million of leasehold
improvement assets and $3 million of equipment assets. During the second quarter of 2021, we also recorded impairment
charges of $5 million to write-down the lease ROU assets and leasehold improvement assets associated with closed branches
and certain office space that we determined we would exit. Lease impairment charges are reflected in occupancy expense, net in
the consolidated statement of income and were reported in the Wealth and Personal Banking and the Corporate Center business
segments.

During the three and six months ended June 30, 2021, we recorded $6 million and $10 million, respectively, of trading losses
associated with the exit of certain derivative contracts as part of our Restructuring Plan. These losses are included in trading
revenue in the consolidated statement of income and were reported in the Markets and Securities Services business segment.

Our Restructuring Plan also resulted in costs being allocated to us from HTSU, primarily support service project costs and
severance costs, which are reflected in support services from HSBC affiliates in the consolidated statement of income. During
the three and six months ended June 30, 2022, we recorded $30 million and $53 million, respectively, of allocated costs from
HTSU related to restructuring activities compared with $18 million and $30 million of allocated costs during the three and six
months ended June 30, 2021, respectively. These costs were reported in the Corporate Center business segment.

HSBC Group Restructuring Separate from the charges related to our Restructuring Plan as detailed above, during the three
and six months ended June 30, 2022, we also recorded $25 million and $42 million, respectively, of allocated costs from other
HSBC affiliates related to the HSBC Group's restructuring activities, primarily support service project costs and severance
costs, compared with $11 million and $18 million of allocated costs during the three and six months ended June 30, 2021,
respectively. These costs are reflected in support services from HSBC affiliates in the consolidated statement of income and
were reported in the Corporate Center business segment.

11
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3. Branch Assets and Liabilities Held for Sale

In May 2021, as part of our Restructuring Plan we announced that we would take further actions to strategically reposition our
Wealth and Personal Banking business to focus on the banking and wealth management needs of globally-connected affluent
and high net worth clients through our Premier, Jade and Private Banking propositions and exit our mass market retail banking
business, including our Personal and Advance propositions as well as retail business banking, and rebrand certain of our retail
branches into international wealth centers to serve our Premier and Jade customers. In conjunction with the execution of this
strategy, we had entered into definitive sale agreements with third parties to sell 90 of our retail branches along with
substantially all residential mortgage, unsecured and retail business banking loans and deposits in our branch network not
associated with our Premier, Jade and Private Banking customers. As a result of entering into these sale agreements, assets and
liabilities related to the agreements were transferred to held for sale during the second quarter of 2021. Income before tax of this
disposal group was not material during the six months ended June 30, 2022 and 2021.

In February 2022, we completed the sale of the branch disposal group and recognized a gain on sale of approximately
$111 million, net of transaction costs. Included in the sale was approximately $2,148 million of loans, $45 million of properties
and equipment, $16 million of cash, $6,919 million of deposits, $145 million of lease liabilities and $6 million of other
liabilities. Certain assets under management associated with our mass market retail banking operations which are managed by
an affiliate were also transferred to one of the buyers. In addition, we have rebranded 22 of our retail branches into international
wealth centers and the remaining branches not sold or rebranded have been closed.

Mass market retail banking loans not included in the transaction described above were also transferred to held for sale during
the second quarter of 2021 as we did not intend to hold these loans for the foreseeable future. Certain of these loans have since
been sold. See Note 8, "Loans Held for Sale," for additional details.

Releases of the allowance for credit losses on the loans transferred to held for sale discussed above resulted in a reduction to the
provision for credit losses of approximately $101 million ($100 million of which related to consumer loans) during the second
quarter of 2021. See Note 7, "Allowance for Credit Losses," for additional details.

12
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4. Trading Assets and Liabilities

Trading assets and liabilities consisted of the following:

June 30, December 31,
2022 2021

(in millions)

Trading assets:

U.S. Treasury $ 1,964 3 2,337
U.S. Government sponsored enterprises 398 432
Foreign bonds 1,606 167
Equity securities 9,065 15,795
Precious metals 3,372 3,907
Derivatives, net 2,303 1,405
Total trading assets $ 18,708 $ 24,043
Trading liabilities:
Securities sold, not yet purchased $ 9207 $ 1,103
Payables for precious metals 340 46
Derivatives, net 2,519 1,874
Total trading liabilities $ 3,766 $ 3,023

At June 30, 2022 and December 31, 2021, the fair value of derivatives included in trading assets is net of $3,410 million and
$1,419 million, respectively, relating to amounts recognized for the obligation to return cash collateral received under master
netting agreements with derivative counterparties.

At June 30, 2022 and December 31, 2021, the fair value of derivatives included in trading liabilities is net of $1,671 million and
$1,296 million, respectively, relating to amounts recognized for the right to reclaim cash collateral paid under master netting
agreements with derivative counterparties.

See Note 10, "Derivative Financial Instruments," for further information on our trading derivatives and related collateral.

Dividend income on equity securities held for trading, which is recorded in interest income in the consolidated statement of
income, totaled $42 million and $90 million during the three and six months ended June 30, 2022, respectively, compared with
$38 million and $64 million during the three and six months ended June 30, 2021, respectively. Trading security positions are
held as economic hedges of derivative products issued to our clients.

13
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5. Securities

Our securities available-for-sale and securities held-to-maturity portfolios consisted of the following:

3 Allowance
Amortized for Credit Unrealized Unrealized Fair
June 30, 2022 Cost Losses Gains Losses Value

(in millions)

Securities available-for-sale:

U.S. Treasury $ 8,791 §$ — 3 46 $  (201) $ 8,636
U.S. Government sponsored enterprises:

Mortgage-backed securities 6,825 — — (747) 6,078
Collateralized mortgage obligations 1,630 — — (227) 1,403
Direct agency obligations 1,830 — 4 45) 1,789
U.S. Government agency issued or guaranteed:
Mortgage-backed securities 8,053 — 8 (641) 7,420
Collateralized mortgage obligations 3,394 — — (376) 3,018
Direct agency obligations 248 — 3 C)) 247
Asset-backed securities collateralized by:
Home equity 17 — — 6)) 16
Other 106 ()] — ) 97
Foreign debt securities" 2,364 — 3 ©) 2,358
Total available-for-sale securities $ 33258 $ 2) $ 64 $ (2,258) $ 31,062

Securities held-to-maturity:

U.S. Government sponsored enterprises:

Mortgage-backed securities $ 903 $ — 3 — 3 26) $ 877
Collateralized mortgage obligations 521 — 10 (11) 520
U.S. Government agency issued or guaranteed:

Mortgage-backed securities 937 — — (51) 886
Collateralized mortgage obligations 2,296 — 2 (78) 2,220
Obligations of U.S. states and political subdivisions 8 _ — — 8

Asset-backed securities collateralized by residential
mortgages 1 — — — 1
Total held-to-maturity securities $ 4,666 $ — 9 12 $ (166) $ 4,512

14
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3 Allowance
Amortized for Credit Unrealized Unrealized Fair
December 31, 2021 Cost Losses Gains Losses Value

(in millions)

Securities available-for-sale:

U.S. Treasury $ 9,490 $ — 3 144 $ (72) $ 9,562
U.S. Government sponsored enterprises:

Mortgage-backed securities 7,365 — 114 (115) 7,364
Collateralized mortgage obligations 1,787 — 8 (48) 1,747
Direct agency obligations 1,775 — 16 4) 1,787
U.S. Government agency issued or guaranteed:
Mortgage-backed securities 8,489 — 7 (66) 8,430
Collateralized mortgage obligations 3,730 — 7 (49) 3,688
Direct agency obligations 282 — 6 — 288
Asset-backed securities collateralized by:
Home equity 20 ) — — 19
Other 107 — — (6) 101
Foreign debt securities'” 2,311 — 3 2) 2,312
Total available-for-sale securities $35356 $ (1) $ 305 $ 362) $ 35,298
Securities held-to-maturity:
U.S. Government sponsored enterprises:
Mortgage-backed securities $ 684 § — 3 21§ — $ 705
Collateralized mortgage obligations 492 — 26 — 518
U.S. Government agency issued or guaranteed:
Mortgage-backed securities 1,104 — 24 — 1,128
Collateralized mortgage obligations 2,915 — 85 €)) 2,999
Obligations of U.S. states and political subdivisions 8 _ _ — I
Asset-backed securities collateralized by residential
mortgages 1 (1) 1 — 1
Total held-to-maturity securities $ 5204 $ @) 157 $ () § 5359

M Foreign debt securities represent public sector entity, bank or corporate debt.

Securities Available-for-Sale The following provides additional information about our portfolio of securities available-for-
sale:

Allowance for credit losses On a quarterly basis, we perform an assessment to determine whether there have been any events or
economic circumstances to indicate that a debt security available-for-sale in an unrealized loss position has suffered impairment
due to credit factors. A debt security available-for-sale is considered impaired if its fair value is less than its amortized cost
basis at the reporting date. If impaired, we assess whether the impairment is due to credit factors.

If we intend to sell the debt security or if it is more-likely-than-not that we will be required to sell the debt security before the
recovery of its amortized cost basis, the impairment is recognized and the unrealized loss is recorded as a direct write-down of
the security's amortized cost basis with an offsetting entry to earnings. If we do not intend to sell the debt security or believe we
will not be required to sell the debt security before the recovery of its amortized cost basis, the impairment is assessed to
determine if a credit loss component exists. We use a discounted cash flow method to determine the credit loss component. In
the event a credit loss exists, an allowance for credit losses is recorded in earnings for the credit loss component of the
impairment while the remaining portion of the impairment attributable to factors other than credit loss is recognized, net of tax,
in other comprehensive income (loss). The amount of impairment recognized due to credit factors is limited to the excess of the
amortized cost basis over the fair value of the security available-for-sale.

In determining whether a credit loss component exists, we consider a series of factors which include:

*  The extent to which the fair value is less than the amortized cost basis;
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*  The credit protection features embedded within the instrument, which includes but is not limited to credit subordination
positions, payment structure, overcollateralization, protective triggers and financial guarantees provided by third parties;

* Changes in the near term prospects of the issuer or the underlying collateral of a security such as changes in default
rates, loss severities given default and significant changes in prepayment assumptions;

*  The level of excess cash flows generated from the underlying collateral supporting the principal and interest payments
of the debt securities; and

* Any adverse change to the credit conditions of the issuer, the monoline insurer or the security such as credit
downgrades by external rating agencies or changes to internal ratings.

At June 30, 2022 and December 31, 2021, the allowance for credit losses on securities available-for-sale was $2 million and
$1 million, respectively.

Securities in an unrealized loss position for which no allowance for credit losses has been recognized The following table
summarizes gross unrealized losses and related fair values for securities available-for-sale by major security type at June 30,
2022 and December 31, 2021 classified as to the length of time the losses have existed:

One Year or Less Greater Than One Year
Number Gross Aggregate Number Gross Aggregate
of Unrealized Fair Value of Unrealized Fair Value
Securities Losses of Investment Securities Losses of Investment

(dollars are in millions)

At June 30, 2022

U.S. Treasury 28 § (105 $ 4,456 15 3 96) $ 1,338
U.S. Government sponsored enterprises 252 (460) 5,338 55 (559) 3,306
U.S. Government agency issued or guaranteed 119 (842) 8,718 23 179) 1,407
Asset-backed securities 3 1) 16 3 ™) 97
Foreign debt securities 4 “@ 356 2 Q) 107
Securities available-for-sale 406 $ (1,412) $ 18,884 98 $§ (846) § 6,255
At December 31, 2021

U.S. Treasury 11 $ (28) $ 1,784 9 % 44 S 856
U.S. Government sponsored enterprises 63 (155) 6,224 14 (12) 354
U.S. Government agency issued or guaranteed 59 91) 8,972 15 (24) 769
Asset-backed securities — — — 3 (6) 101
Foreign debt securities 8 2) 1,188 — — —
Securities available-for-sale 141 $§ (276) $ 18,168 41 § (86) $ 2,080

Gross unrealized losses increased as compared with December 31, 2021 due primarily to increasing yields on U.S. Government
agency mortgage-backed, U.S. Government sponsored mortgage-backed and U.S. Treasury securities.

Although the fair value of a particular security may be below its amortized cost, it does not necessarily result in a credit loss and
hence an allowance for credit losses. The decline in fair value may be caused by, among other things, the illiquidity of the
market. We have reviewed the securities in an unrealized loss position for which no allowance for credit losses has been
recognized in accordance with our accounting policies, discussed further above. At June 30, 2022, we do not consider any of
these securities to be impaired due to credit factors as we expect to recover their amortized cost basis and we neither intend nor
expect to be required to sell these securities prior to recovery, even if that equates to holding them until their individual
maturities. However, impairments due to credit factors may occur in future periods if the credit quality of the securities
deteriorates.

Securities Held-to-Maturity The following provides additional information about our portfolio of securities held-to-maturity:

Allowance for credit losses We exclude from our calculation of lifetime expected credit losses ("ECL") securities for which we
expect that non-payment of the amortized cost basis will be zero ("Zero Expected Credit Loss Exception"). Due to the
composition of our portfolio of securities held-to-maturity, substantially all of our portfolio qualifies for the Zero Expected
Credit Loss Exception and has been excluded from our lifetime ECL calculation. At June 30, 2022 and December 31, 2021, the
allowance for credit losses on securities held-to-maturity was nil and $1 million, respectively.

At June 30, 2022 and December 31, 2021, none of our securities held-to-maturity were past due or in nonaccrual status.
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Credit risk profile Securities are assigned a credit rating based on the estimated probability of default. The credit ratings are
used as a credit quality indicator to monitor our securities held-to-maturity portfolio. We utilize Standard and Poor's ("S&P") as
the primary source of our credit ratings. If S&P ratings are not available, ratings by Moody's and Fitch are used in that order.
Investment grade includes securities with credit ratings of at least BBB- or above. At June 30, 2022 and December 31, 2021, all
of our securities held-to-maturity were investment grade.

Other securities gains, net The following table summarizes realized gains and losses on investment securities transactions
attributable to available-for-sale securities:
Three Months Ended Six Months Ended

June 30, June 30,
2022 2021 2022 2021
(in millions)
Gross realized gains $ 10 $ 39 §$ 30 $ 88
Gross realized losses 1) (21) 1) (41)
Net realized gains $ 9 18 $§ 29 $§ 47

Contractual Maturities and Yields The following table summarizes the amortized cost and fair values of securities available-
for-sale and securities held-to-maturity at June 30, 2022 by contractual maturity. Expected maturities differ from contractual
maturities because borrowers have the right to prepay obligations without prepayment penalties in certain cases. The table
below also reflects the distribution of maturities of debt securities held at June 30, 2022, together with the approximate yield of
the portfolio. The yields shown are calculated by dividing annualized interest income, including the accretion of discounts and
the amortization of premiums, by the amortized cost of securities outstanding at June 30, 2022.

After One After Five
Within But Within But Within After Ten
One Year Five Years Ten Years Years

Amount Yield Amount Yield Amount Yield Amount Yield

(dollars are in millions)

Available-for-sale:

U.S. Treasury $ 248 200% $ 3,815 148% $ 1,532 1.42% $ 3,196 249 %

U.S. Government sponsored enterprises 1499 1.42 1,772 1.71 1,491 2.19 6,873 1.69

U.S. Government agency issued or

guaranteed 71 26 21 1.01 3 3.96 11,600 2.25

Asset-backed securities S - 106 4.14 17 144

Foreign debt securities 1,615 .31 749 77 - -
Total amortized cost $ 2,083 59% $ 6357 146% $ 3,132 1.88% $ 21,686 2.11 %
Total fair value $ 2,080 $ 6,244 $ 3,022 $ 19,716

Held-to-maturity:
U.S. Government sponsored enterprises § 17 281% $ 97 239% $ 609 283% § 701 337%
U.S. Government agency issued or

guaranteed B — —_ - 8 6.18 3,225 2.54
Obligations of U.S. states and political
subdivisions 4 3.24 2 3.57 2 436 - —
Asset-backed securities — — — — — — 1 7.68
Total amortized cost $ 21 2.89% $ 99 243% $ 619 288% $ 3,927 2.69%
Total fair value $ 21 $ 97 $ 603 $ 3,791

Equity Securities Equity securities that are not classified as trading and are included in other assets consisted of the following:

June 30, December 31,
2022 2021

(in millions)

Equity securities carried at fair value $ 276 $ 282

Equity securities without readily determinable fair values 15 16

On a quarterly basis, we perform an assessment to determine whether any equity securities without readily determinable fair
values are impaired. In the event an equity security is deemed impaired, the security is written down to fair value with
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impairment recorded in earnings. During the first quarter of 2022, we determined that certain equity securities without readily
determinable fair values were impaired and, as a result, we recorded an impairment loss of $3 million as a component of other
income (loss) in the consolidated statement of income compared with recording an impairment loss of $3 million during the
second quarter of 2021.

Also included in other assets were investments in Federal Home Loan Bank ("FHLB") stock and Federal Reserve Bank stock of
$107 million and $528 million, respectively, at June 30, 2022 and $110 million and $558 million, respectively, at December 31,
2021.

6. Loans

Loans consisted of the following:

June 30, December 31,
2022 2021

(in millions)

Commercial loans:

Real estate, including construction $ 8791 § 8,234
Business and corporate banking 16,108 13,958
Global banking!” 12,963 11,109
Other commercial:
Affiliates® 3,457 2,793
Other 3,376 3,702
Total other commercial 6,833 6,495
Total commercial 44,695 39,796
Consumer loans:
Residential mortgages™ 16,475 15,469
Home equity mortgages"’ 351 325
Credit cards 204 204
Other consumer 73 70
Total consumer 17,103 16,068
Total loans $ 61,798 $ 55864

Represents large multinational firms including globally focused U.S. corporate and financial institutions, U.S. dollar lending to multinational banking
clients managed by HSBC on a global basis and complex large business clients supported by Global Banking and Markets relationship managers.

@ See Note 14, "Related Party Transactions," for additional information regarding loans to HSBC affiliates.

@ Consumer mortgage loans at June 30, 2022 include certain loans that were transferred from held for sale to held for investment during the second quarter

0f 2022. See Note 8, "Loans Held for Sale," for additional information.

Net deferred origination costs totaled $24 million and $40 million at June 30, 2022 and December 31, 2021, respectively. At
June 30, 2022 and December 31, 2021, we had a net unamortized premium (discount) on our loans of $(7) million and $5
million, respectively.
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Aging Analysis of Past Due Loans The following table summarizes the past due status of our loans at June 30, 2022 and
December 31, 2021. The aging of past due amounts is determined based on the contractual delinquency status of payments
under the loan. An account is generally considered to be contractually delinquent when payments have not been made in
accordance with the loan terms. Delinquency status is affected by customer account management policies and practices such as
re-age, which results in the re-setting of the contractual delinquency status to current.

Past Due Total Past Due
30-89Days 90+ Days 30 Days or More Current”  Total Loans

(in millions)

At June 30, 2022
Commercial loans:
Real estate, including construction $ 33 $ 76 $ 109 $ 8,682 $ 8,791
Business and corporate banking 60 16 76 16,032 16,108
Global banking — 3 3 12,960 12,963
Other commercial 351 — 351 6,482 6,833
Total commercial 444 95 539 44,156 44,695
Consumer loans:
Residential mortgages® 151 86 237 16,238 16,475
Home equity mortgages” 2 3 5 346 351
Credit cards 1 1 2 202 204
Other consumer — — — 73 73
Total consumer 154 90 244 16,859 17,103
Total loans $ 598 $§ 185 $§ 783 $ 61,015 §$ 61,798
At December 31, 2021 -
Commercial loans:
Real estate, including construction $ 38§ — 3 38§ 8,196 $ 8,234
Business and corporate banking 112 17 129 13,829 13,958
Global banking — 27 27 11,082 11,109
Other commercial 47 — 47 6,448 6,495
Total commercial 197 44 241 39,555 39,796
Consumer loans:
Residential mortgages 138 63 201 15,268 15,469
Home equity mortgages 2 1 3 322 325
Credit cards 5 2 7 197 204
Other consumer 1 — 1 69 70
Total consumer 146 66 212 15,856 16,068
Total loans $ 343 ' § 110 $ 453 $ 55411 $ 55,864

(" Loans less than 30 days past due are presented as current.

@ Consumer mortgage past due loans at June 30, 2022 include certain loans that were transferred from held for sale to held for investment during the

second quarter of 2022, which collectively included $50 million of consumer mortgage loans which were past due 30 days or more at the time of transfer.
See Note 8, "Loans Held for Sale," for additional information.
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Nonperforming Loans Nonperforming loans, including nonaccrual loans and accruing loans contractually 90 days or more
past due, consisted of the following:

Accruing Nonaccrual
Loans Loans With
Contractually No Allowance
Nonaccrual Past Due 90 For Credit
Loans Days or More Losses

(in millions)

At June 30, 2022
Commercial:
Real estate, including construction $ 94 $ — 3 18
Business and corporate banking 122 1 64
Global banking 92 — 70
Total commercial 308 1 152
Consumer:
Residential mortgages @@ 198 — 64
Home equity mortgages'" > 9 — 5
Credit cards — 1 —
Total consumer 207 1 69
Total nonperforming loans $ 515 § 2 8 221
At December 31, 2021
Commercial:
Real estate, including construction $ 140 $ — 20
Business and corporate banking 134 1 69
Global banking 105 — 63
Total commercial 379 1 152
Consumer:
Residential mortgages"®® 229 — 55
Home equity mortgages'"® 9 — 4
Credit cards — 2 —
Total consumer 238 2 59
Total nonperforming loans $ 617 § 3 5 211

M At June 30, 2022 and December 31, 2021, nonaccrual consumer mortgage loans include $95 million and $86 million, respectively, of loans that are
carried at the lower of amortized cost or fair value of the collateral less cost to sell.

@ Nonaccrual consumer mortgage loans include all loans which are 90 or more days contractually delinquent as well as loans discharged under Chapter 7
bankruptcy and not re-affirmed and second lien loans where the first lien loan that we own or service is 90 or more days contractually delinquent.

® " Nonaccrual consumer mortgage loans for all periods does not include guaranteed loans purchased from the Government National Mortgage Association.
Repayment of these loans is predominantly insured by the Federal Housing Administration and as such, these loans have different risk characteristics
from the rest of our consumer loan portfolio.

@ Consumer mortgage nonperforming loans at June 30, 2022 include certain loans that were transferred from held for sale to held for investment during the
second quarter of 2022, which collectively included $63 million of consumer mortgage nonperforming loans at the time of transfer. See Note 8, "Loans
Held for Sale," for additional information.

Interest income that was recorded on nonaccrual loans and included in interest income totaled $2 million and $5 million during

the three and six months ended June 30, 2022, respectively, compared with $10 million and $25 million during the three and six

months ended June 30, 2021, respectively.

Collateral-Dependent Loans Loans for which the repayment is expected to be provided substantially through the operation or
sale of the collateral and the borrower is experiencing financial difficulty are considered to be collateral-dependent loans.
Collateral can have a significant financial effect in mitigating our exposure to credit risk.

Collateral-dependent residential mortgage loans are carried at the lower of amortized cost or fair value of the collateral less
costs to sell, with any excess in the carrying amount of the loan generally charged off at the time foreclosure is initiated or when
settlement is reached with the borrower, but not to exceed the end of the month in which the account becomes six months
contractually delinquent. Collateral values are based on broker price opinions or appraisals which are updated at least every 180
days less estimated costs to sell. During the quarterly period between updates, real estate price trends are reviewed on a
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geographic basis and incorporated as necessary. At June 30, 2022 and December 31, 2021, we had collateral-dependent
residential mortgage loans totaling $238 million and $214 million, respectively.

For collateral-dependent commercial loans, the allowance for expected credit losses is individually assessed based on the fair
value of the collateral. Various types of collateral are used, including real estate, inventory, equipment, accounts receivable,
securities and cash, among others. For commercial real estate loans, collateral values are generally based on appraisals which
are updated based on management judgment under the specific circumstances on a case-by-case basis. In situations where an
appraisal is not used, borrower-specific factors such as operating results, cash flows and debt service ratios are reviewed along
with relevant market data of comparable properties in order to create a 10-year cash flow model to be discounted at appropriate
rates to present value. The collateral value for securities is based on their quoted market prices or broker quotes. The collateral
value for other financial assets is generally based on appraisals or is estimated using a discounted cash flow analysis.
Commercial loan balances are charged off at the time all or a portion of the balance is deemed uncollectible. At June 30, 2022
and December 31, 2021, we had collateral-dependent commercial loans totaling $246 million and $347 million, respectively.

Troubled debt restructurings (""TDR Loans') TDR Loans represent loans for which the original contractual terms have been
modified to provide for terms that are less than what we would be willing to accept for new loans with comparable risk because
of deterioration in the borrower's financial condition.

Modifications for consumer or commercial loans may include changes to one or more terms of the loan, including, but not
limited to, a change in interest rate, extension of the amortization period, reduction in payment amount and partial forgiveness
or deferment of principal, accrued interest or other loan covenants. A substantial amount of our modifications involve interest
rate reductions on consumer loans, which lower the amount of interest income we are contractually entitled to receive in future
periods. Through lowering the interest rate and other loan term changes, we believe we are able to increase the amount of cash
flow that will ultimately be collected from the loan, given the borrower's financial condition. Once a consumer loan is classified
as a TDR Loan, it continues to be reported as such until it is paid off or charged-off. For commercial loans, if subsequent
performance is in accordance with the new terms and the loan is upgraded, it is possible the loan will no longer be reported as a
TDR Loan at the earliest one year after the restructuring. During the three and six months ended June 30, 2022 and 2021, there
were no commercial loans that met these criteria and were removed from TDR Loan classification.

The following table summarizes our TDR Loans at June 30, 2022 and December 31, 2021:

June 30, December 31,
2022 2021

(in millions)

Commercial loans:

Business and corporate banking $ 112  $ 38
Global banking 3 25
Total commercial” 115 63
Consumer loans:
Residential mortgages®® 137 125
Home equity mortgages?® 13 9
Credit cards 2 3
Total consumer 152 137
Total TDR Loans® $ 267 $ 200

@ Additional commitments to lend to commercial borrowers whose loans have been modified in TDR Loans totaled $13 million at both June 30, 2022 and
December 31, 2021.

At June 30, 2022 and December 31, 2021, the carrying value of consumer mortgage TDR Loans includes $102 million and $104 million, respectively, of
loans that are recorded at the lower of amortized cost or fair value of the collateral less cost to sell.

@)

®  Consumer mortgage TDR Loans at June 30, 2022 include certain loans that were transferred from held for sale to held for investment during the second
quarter of 2022, which collectively included $24 million of consumer mortgage TDR Loans at the time of transfer. See Note 8, "Loans Held for Sale," for
additional information.

@ At June 30, 2022 and December 31, 2021, the carrying value of TDR Loans includes $67 million and $115 million, respectively, of loans which are
classified as nonaccrual.
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The following table presents information about loans which were modified during the three and six months ended June 30, 2022
and 2021 and as a result of this action became classified as TDR Loans:

Three Months Ended Six Months Ended

June 30, June 30,
2022 2021 2022 2021
(in millions)
Commercial loans:
Business and corporate banking $8 9 %$ — 8 1010 § 26
Global banking — — — 15
Total commercial 99 — 101 41
Consumer loans:
Residential mortgages 5 16 12 32
Home equity mortgages 2 1 2 1
Credit cards 1 — 3 1
Total consumer 8 17 17 34
Total $ 107 $ 17 § 118 § 75

The weighted-average contractual rate reduction for consumer loans which became classified as TDR Loans during the three
and six months ended June 30, 2022 was 0.14 percent and 0.24 percent, respectively, compared with 2.09 percent and 2.07
percent during the three and six months ended June 30, 2021, respectively. The weighted-average contractual rate reduction for
commercial loans was not significant in either the number of loans or rate.

The following table presents consumer loans which were classified as TDR Loans during the previous 12 months which
subsequently became 60 days or greater contractually delinquent during the three and six months ended June 30, 2022 and
2021:

Three Months Ended Six Months Ended

June 30, June 30,
2022 2021 2022 2021
(in millions)
Consumer loans:
Residential mortgages $ —$ — 8 — 3
Total consumer $ —3$ —8$ — 3

During the three and six months ended June 30, 2022 and 2021, there were no commercial TDR Loans which were classified as
TDR Loans during the previous 12 months which subsequently became 90 days or greater contractually delinquent.
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Commercial Loan Credit Quality Indicators The following credit quality indicators are utilized to monitor our commercial
loan portfolio:

Criticized loans Criticized loan classifications presented in the table below are determined by the assignment of various
criticized facility grades based on the risk rating standards of our regulator. The following facility grades are deemed to be
criticized:

Special Mention - generally includes loans that are protected by collateral and/or the credit worthiness of the customer, but are
potentially weak based upon economic or market circumstances which, if not checked or corrected, could weaken our credit
position at some future date.

Substandard - includes loans that are inadequately protected by the underlying collateral and/or general credit worthiness of the
customer. These loans present a distinct possibility that we will sustain some loss if the deficiencies are not corrected.

Doubtful - includes loans that have all the weaknesses exhibited by substandard loans, with the added characteristic that the
weaknesses make collection or liquidation in full of the recorded loan highly improbable. However, although the possibility of
loss is extremely high, certain factors exist which may strengthen the credit at some future date, and therefore the decision to
charge-off the loan is deferred. Loans graded as doubtful are required to be placed in nonaccrual status.

The following table summarizes our criticized commercial loans, including a disaggregation of the loans by year of origination
as of June 30, 2022 and December 31, 2021:

Revolving
Loans
Converted Total at
Revolving to Term Jun. 30,
2022 2021 2020 2019 2018 Prior Loans Loans 2022
(in millions)
Real estate, including construction:
Special mention $ 107 $ 812 $ 59 $§ 23 $§ — § 229 § — 3 3 % 1,443
Substandard — — 36 314 768 1,025 20 1 2,174
Doubtful — — — 76 — 11 — — 87
Total real estate, including construction 107 812 95 623 768 1,265 20 14 3,704
Business and corporate banking:
Special mention 34 43 64 — 29 142 230 12 554
Substandard — — 9 13 13 157 538 17 747
Doubtful — — 17 — 15 1 26 — 59
Total business and corporate banking 34 43 90 13 57 300 794 29 1,360
Global banking:
Special mention — — — — — 123 146 — 269
Substandard — — 224 17 — 3 254 — 498
Doubtful — — — — — — 23 — 23
Total global banking — — 224 17 — 126 423 — 790
Other commercial:
Substandard _ _ _ _ _ 3 9 _ 12
Total other commercial — — — — — 3 9 _ 12
Total commercial:
Special mention 141 855 123 233 29 494 376 15 2,266
Substandard — — 269 344 781 1,188 821 28 3,431
Doubtful — — 17 76 15 12 49 — 169
Total commercial $ 141 $ 85 $§ 409 $§ 653 $ 825 § 1,694 $ 1246 $ 43 $ 5,866
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Revolving
Loans
Converted Total at
Revolving to Term Dec. 31,
2021 2020 2019 2018 2017 Prior Loans Loans 2021
(in millions)
Real estate, including construction:
Special mention $ — 3 — $ 350 $ 487 § 9 $ 259 $ — 3 — % 1,186
Substandard — 1 272 263 308 461 20 11 1,336
Doubtful — — 80 2 — 53 — — 135
Total real estate, including construction _ 1 702 752 398 773 20 11 2,657
Business and corporate banking:
Special mention — 1 91 60 26 274 173 — 625
Substandard — 18 36 9 3 226 424 8 724
Doubtful — — — 20 — 28 16 — 64
Total business and corporate banking — 19 127 89 29 528 613 8 1,413
Global banking:
Special mention 8 — — — — 8 47 _ 63
Substandard — — — — — 54 232 — 286
Doubtful — — — — — — 31 — 31
Total global banking 8 _ _ _ _ 62 310 _ 380
Other commercial:
Special mention — _ _ _ _ 7 _ _ 7
Substandard — — — — — — 40 _ 40
Total other commercial _ — _ — _ 7 40 _ 47
Total commercial:
Special mention 8 1 441 547 116 548 220 — 1,881
Substandard — 19 308 272 311 741 716 19 2,386
Doubtful — — 80 22 — 81 47 — 230
Total commercial $ 8 $ 20 $ 829 $ 841 $ 427 $ 1370 S 983 § 19 $ 4497

24



HSBC USA Inc.

Nonperforming The following table summarizes the nonperforming status of our commercial loan portfolio, including a
disaggregation of the loans by year of origination as of June 30, 2022 and December 31, 2021:

Revolving
Loans
Converted Total at
Revolving to Term Jun. 30,
2022 2021 2020 2019 2018 Prior Loans Loans 2022
(in millions)
Real estate, including construction:
Performing loans $ 1,126 $ 1,085 $ 623 $ 2,103 $ 1912 $ 1,789 $ 4 S 15 $ 8,697
Nonaccrual loans _ _ _ 76 2 16 — _ 94
Total real estate, including construction 1,126 1,085 623 2,179 1,914 1,805 44 15 8,791
Business and corporate banking:
Performing loans 484 1,270 557 657 214 4,742 7,810 251 15,985
Nonaccrual loans — _ 17 _ 19 47 39 _ 122
Accruing loans contractually past
due 90 days or more — — — — — _ 1 _ 1
Total business and corporate banking 484 1,270 574 657 233 4,789 7,850 251 16,108
Global banking:
Performing loans 2,390 553 566 178 114 4,526 4,544 — 12,871
Nonaccrual loans — — — — — 35 57 — 92
Total global banking 2,390 553 566 178 114 4,561 4,601 — 12,963
Other commercial:
Performing loans 68 158 597 415 178 1,047 4,370 — 6,833
Total other commercial 68 158 597 415 178 1,047 4,370 — 6,833
Total commercial:
Performing loans 4,068 3,066 2,343 3,353 2,418 12,104 16,768 266 44,386
Nonaccrual loans — — 17 76 21 98 96 — 308
Accruing loans contractually past
due 90 days or more — — — — — — 1 — 1
Total commercial $ 4,068 $ 3,066 $ 2360 $ 3429 $ 2,439 §$ 12,202 $ 16,865 $ 266 $ 44,695
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Revolving
Loans
Converted Total at
Revolving to Term Dec. 31,
2021 2020 2019 2018 2017 Prior Loans Loans 2021
(in millions)
Real estate, including construction:
Performing loans $ 969 $ 651 $ 2436 $ 2,076 $ 593 $ 1,307 $ 46 S 16 $ 8,094
Nonaccrual loans — 2 80 40 — 18 — — 140
Total real estate, including construction 969 653 2,516 2,116 593 1,325 46 16 8,234
Business and corporate banking:
Performing loans 1,630 709 594 190 187 4,756 5,540 217 13,823
Nonaccrual loans — 4 14 30 51 1 34 — 134
Accruing loans contractually past
due 90 days or more — — — — — — 1 _ 1
Total business and corporate banking 1,630 713 608 220 238 4,757 5,575 217 13,958
Global banking:
Performing loans 547 540 203 80 243 4,580 4811 — 11,004
Nonaccrual loans — — — — — 40 65 — 105
Total global banking 547 540 203 80 243 4,620 4,876 — 11,109
Other commercial:
Performing loans 589 552 451 174 110 1,045 3,574 — 6,495
Total other commercial 589 552 451 174 110 1,045 3,574 — 6,495
Total commercial:
Performing loans 3,735 2,452 3,684 2,520 1,133 11,688 13,971 233 39,416
Nonaccrual loans — 6 94 70 51 59 99 — 379
Accruing loans contractually past
due 90 days or more — — — — — — 1 _ 1
Total commercial $ 3735 $ 2458 $ 3,778 § 2590 $ 1,184 $ 11,747 § 14,071 $ 233 $ 39,796
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Credit risk profile Commercial loans are assigned a credit rating based on the estimated probability of default. Investment
grade includes loans with credit ratings of at least BBB- or above or the equivalent based on our internal credit rating system.
The following table summarizes the credit risk profile of our commercial loan portfolio, including a disaggregation of the loans
by year of origination as of June 30, 2022 and December 31, 2021:

Revolving
Loans
Converted Total at
Revolving to Term Jun. 30,
2022 2021 2020 2019 2018 Prior Loans Loans 2022
(in millions)
Real estate, including construction:
Investment grade $ 73 8 45 $ 310 $ 496 S$ 719 $ 343 § 12§ — $ 1,998
Non-investment grade 1,053 1,040 313 1,683 1,195 1,462 32 15 6,793
Total real estate, including construction 1,126 1,085 623 2,179 1,914 1,805 44 15 8,791
Business and corporate banking:
Investment grade 263 724 302 352 37 2,391 3,849 54 7,972
Non-investment grade 221 546 272 305 196 2,398 4,001 197 8,136
Total business and corporate banking 484 1,270 574 657 233 4,789 7,850 251 16,108
Global banking:
Investment grade 2,165 547 340 150 85 3,455 3,968 — 10,710
Non-investment grade 225 6 226 28 29 1,106 633 — 2,253
Total global banking 2,390 553 566 178 114 4,561 4,601 — 12,963
Other commercial:
Investment grade 60 105 498 115 172 861 4,210 — 6,021
Non-investment grade 8 53 99 300 6 186 160 — 812
Total other commercial 68 158 597 415 178 1,047 4,370 — 6,833
Total commercial:
Investment grade 2,561 1,421 1,450 1,113 1,013 7,050 12,039 54 26,701
Non-investment grade 1,507 1,645 910 2,316 1,426 5,152 4,826 212 17,994
Total commercial $ 4068 $ 3,066 $ 2360 $ 3429 $ 2439 $12202 $ 16865 $ 266 $ 44,695
Revolving
Loans
Converted Total at
Revolving to Term Dec. 31,
2021 2020 2019 2018 2017 Prior Loans Loans 2021
(in millions)
Real estate, including construction:
Investment grade $ 1 $ 361 $ 491 $ 772§ 57 $ 248 § 12 8 — $ 1,942
Non-investment grade 968 292 2,025 1,344 536 1,077 34 16 6,292
Total real estate, including construction 969 653 2,516 2,116 593 1,325 46 16 8,234
Business and corporate banking:
Investment grade 881 254 240 52 43 2,122 2,498 55 6,145
Non-investment grade 749 459 368 168 195 2,635 3,077 162 7,813
Total business and corporate banking 1,630 713 608 220 238 4,757 5,575 217 13,958
Global banking:
Investment grade 530 539 189 64 235 3,910 4,240 — 9,707
Non-investment grade 17 1 14 16 8 710 636 — 1,402
Total global banking 547 540 203 80 243 4,620 4,876 — 11,109
Other commercial:
Investment grade 120 442 153 174 69 943 3,527 — 5,428
Non-investment grade 469 110 298 — 41 102 47 — 1,067
Total other commercial 589 552 451 174 110 1,045 3,574 — 6,495
Total commercial:
Investment grade 1,532 1,596 1,073 1,062 404 7,223 10,277 55 23,222
Non-investment grade 2,203 862 2,705 1,528 780 4,524 3,794 178 16,574
Total commercial $ 3,735 § 2458 $ 3,778 § 2590 $ 1,184 $ 11,747 $ 14,071 $ 233 $ 39,796
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Consumer Loan Credit Quality Indicators The following credit quality indicators are utilized to monitor our consumer loan
portfolio:

Delinquency The following table summarizes dollars of two-months-and-over contractual delinquency for our consumer loan
portfolio, including a disaggregation of the loans by year of origination as of June 30, 2022 and December 31, 2021:

Total at
Revolving Jun. 30,
2022 2021 2020 2019 2018 Prior Loans 2022
(in millions)
Residential mortgages'® $ — s 1 s 38 9§ 38 94§ — $ 110
Home equity mortgages"® — — — — — 3 _ 3
Credit cards — — — — — — 2 2
Total consumer $ — 3 13 3 8 9 $ 38 978 2§ 115
Total at
Revolving Dec. 31,
2021 2020 2019 2018 2017 Prior Loans 2021
(in millions)
Residential mortgages® $ 5% 23 1 3 13 8 8 $ 64§ — $ 103
Home equity mortgages(l)(z) — — — — — 1 _ 1
Credit cards — — — — — _ 3 3
Total consumer $ 58 2 3 118 13 $ 8 $ 65 $ 3.8 107

(M At June 30, 2022 and December 31, 2021, consumer mortgage loan delinquency includes $46 million and $24 million, respectively, of loans that are

carried at the lower of amortized cost or fair value of the collateral less cost to sell.

@ At June 30, 2022 and December 31, 2021, consumer mortgage loans include $10 million and $87 million, respectively, of loans that were in the process

of foreclosure.

Nonperforming The following table summarizes the nonperforming status of our consumer loan portfolio, including a
disaggregation of the loans by year of origination as of June 30, 2022 and December 31, 2021:

Total at
Revolving Jun. 30,
2022 2021 2020 2019 2018 Prior Loans 2022
(in millions)
Residential mortgages:
Performing loans $ 1,883 § 4372 $ 3,050 $ 1348 § 772 § 4,852 $ —  $16,277
Nonaccrual loans — 4 9 17 15 153 — 198
Total residential mortgages 1,883 4,376 3,059 1,365 787 5,005 — 16,475
Home equity mortgages:
Performing loans 19 16 34 32 18 223 — 342
Nonaccrual loans — — — — — 9 — 9
Total home equity mortgages 19 16 34 32 18 232 — 351
Credit cards:
Performing loans — — — — — — 203 203
Accruing loans contractually past due 90 days or more — — — — — — 1 1
Total credit cards — — — — — — 204 204
Other consumer:
Performing loans 5 6 7 5 2 44 4 73
Total other consumer 5 6 7 5 2 44 4 73
Total consumer:
Performing loans 1,907 4,394 3,091 1,385 792 5,119 207 16,895
Nonaccrual loans — 4 9 17 15 162 — 207
Accruing loans contractually past due 90 days or more — — — — — — 1 1
Total consumer $ 1907 § 4398 $ 3,100 $§ 1,402 §$ 807 $ 5281 § 208 $ 17,103
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Total at
Revolving Dec. 31,
2021 2020 2019 2018 2017 Prior Loans 2021
(in millions)
Residential mortgages:
Performing loans $ 449 $ 3296 $ 1481 $§ 81 $§ 955 § 4,161 $ — $ 15,240
Nonaccrual loans 2 9 15 21 14 168 — 229
Total residential mortgages 4,498 3,305 1,496 872 969 4,329 — 15,469
Home equity mortgages:
Performing loans 15 30 30 18 17 206 — 316
Nonaccrual loans — — — — — 9 — 9
Total home equity mortgages 15 30 30 18 17 215 — 325
Credit cards:
Performing loans — — — — — — 202 202
Accruing loans contractually past due 90 days or more — — — — — — 2 2
Total credit cards — — — — — — 204 204
Other consumer:
Performing loans 8 8 5 1 1 45 2 70
Total other consumer 8 8 5 1 1 45 2 70
Total consumer:
Performing loans 4,519 3,334 1,516 870 973 4,412 204 15,828
Nonaccrual loans 2 9 15 21 14 177 — 238
Accruing loans contractually past due 90 days or more — — — — _ _ 2 2
Total consumer $ 4521 § 3343 $ 1,531 $ 891 § 987 § 4589 $ 206 $ 16,068

Troubled debt restructurings The following table summarizes TDR Loans in our consumer loan portfolio, including a
disaggregation of the loans by year of origination as of June 30, 2022 and December 31, 2021:

Total at
Revolving Jun. 30,
2022 2021 2020 2019 2018 Prior Loans 2022
(in millions)
Residential mortgages $ — $ — 3 15 8 S 38 125 § — $ 137
Home equity mortgages — — — — — 13 — 13
Credit cards — — — — — — 2 2
Total consumer $ — $ — 1 $ 8 S 3 § 138 § 2 3 152
Total at
Revolving Dec. 31,
2021 2020 2019 2018 2017 Prior Loans 2021
(in millions)
Residential mortgages $ — 3 1 $ 33 3 3 — 3 118  § — 3 125
Home equity mortgages — — — _ _ 9 _ 9
Credit cards — — — — — — 3 3
Total consumer $ — 1 $ 3 S 3 8 — 127 $ 3 S 137

Concentration of Credit Risk At June 30, 2022 and December 31, 2021, our loan portfolios included interest-only residential
mortgage and home equity mortgage loans totaling $3,992 million and $3,739 million, respectively. An interest-only residential
mortgage loan allows a customer to pay the interest-only portion of the monthly payment for a period of time which results in
lower payments during the initial loan period. However, subsequent events affecting a customer's financial position could affect
the ability of customers to repay the loan in the future when the principal payments are required which increases the credit risk
of this loan type.
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7. Allowance for Credit Losses

We utilize a minimum of four forward-looking economic scenarios to calculate lifetime ECL when estimating the allowance for
credit losses for in scope financial assets and the liability for off-balance sheet credit exposures. Three of the scenarios are
termed the "Consensus Economic Scenarios" and represent a 'most likely outcome' (the "Central scenario") and two less likely
'outer' scenarios, referred to as the "Upside scenario" and the "Downside scenario”. The fourth scenario, referred to as the
"Alternative Downside scenario", is designed to consider severe downside risks with more extreme economic outcomes than
those captured by the Consensus Economic Scenarios. Each scenario is assigned a weighting deemed appropriate for the
estimation of lifetime ECL, with the majority of the weighting typically placed on the Central scenario. At management's
discretion, changes may be made to the weighting assigned to the four scenarios or additional scenarios may be included in
order to consider current economic conditions.

Updates to Economic Scenarios and Other Changes During the Six Months Ended June 30, 2022 During the first quarter of
2022, in addition to the continued economic uncertainty caused by the coronavirus ("COVID-19") pandemic, the impact of the
Russia-Ukraine war created further uncertainty about the future economic environment. As a result, in addition to updating our
three Consensus Economic Scenarios and our Alternative Downside scenario, we developed and utilized a fifth scenario for
estimating lifetime ECL at March 31, 2022, referred to as the "Alternative Downside 2 scenario" to reflect the possibility that
the Russia-Ukraine war could last for a prolonged period. Each of the five scenarios were assigned weightings with the majority
of the weighting placed on the Central scenario, the second most weighting placed on the Alternative Downside 2 scenario,
lower equal weights placed on the Downside and Alternative Downside scenarios, and the lowest weighting placed on the
Upside scenario. This weighting was deemed appropriate for the estimation of lifetime ECL at that time.

During the second quarter of 2022, the impacts of the Russia-Ukraine war and the COVID-19 pandemic on general economic
conditions, especially inflation, energy prices and interest rates, continued to create uncertainty about the future economic
environment. As a result, we updated our economic scenarios to reflect management's current view of forecasted economic
conditions and utilized the five updated scenarios for estimating lifetime ECL at June 30, 2022. Each of the five scenarios were
assigned weightings with the majority of the weighting placed on the Central scenario, the second most weighting placed on the
Downside scenario, lower equal weights placed on the Alternative Downside and Alternative Downside 2 scenarios, and the
lowest weighting placed on the Upside scenario. This weighting was deemed appropriate for the estimation of lifetime ECL
under current conditions. The following discussion summarizes the Central, Upside, Downside, Alternative Downside and
Alternative Downside 2 scenarios at June 30, 2022. The economic assumptions described in this section have been formed
specifically for the purpose of calculating ECL.

In the Central scenario, U.S. Gross Domestic Product ("GDP") grows modestly in 2022, under the assumption that economic
activities remain stable while impacts from newly emerging risks, including those from high inflation, subside under
appropriate monetary policy actions. With modest economic growth, the unemployment rate remains low, while demand for
housing, combined with limited supply, continues to drive residential housing prices forward, and commercial real estate prices
also continue to appreciate. In the financial markets, growth in financial asset prices remains moderate, the Federal Reserve
Board ("FRB") continues to tackle inflation by raising its policy rate, and the 10-year U.S. Treasury yield remains elevated.

In the Upside scenario, the economy is assumed to grow at a faster pace than in the Central scenario. As a result, the
unemployment rate falls faster than in the Central scenario, and both commercial and residential real estate prices grow at faster
rates than in the Central scenario. In this scenario, the equity price index climbs with strong momentum, and overall optimism
allows the FRB to raise its policy rate faster than currently anticipated, which consequently drives the 10-year U.S. Treasury
yield to a level that is higher than in the Central scenario.

In the Downside scenario, the economy enters into a recession, with the unemployment rate reversing its downward trend and
remaining at a higher level. The residential housing market slowly loses its momentum due to weakness in the labor market,
and the commercial real estate market suffers a heavier deceleration than the residential housing market. In this scenario, the
equity price index goes through a moderate price correction by the middle of 2023, driven by an overall erosion of consumer
and business sentiments, which also results in a lower 10-year U.S. Treasury yield than in the Central scenario, and the federal
funds rate remains at the lowest level for the next two years.

In the Alternative Downside scenario, the Russia-Ukraine war becomes a protracted conflict and persistent inflationary
pressures lead the U.S. economy into a deep recession in late 2022, followed by a very anemic recovery starting in early 2024.
An extended period of economic contraction keeps the unemployment rate at an elevated level, which pressures residential
housing prices to depreciate substantially, while at the same time, contracting corporate activities and rising unemployment
pushes the commercial real estate market into a downturn. In this scenario, financial markets experience a major sell-off and
volatility in the financial markets remains extremely high over the next year, widening corporate credit spreads substantially,
and flight to safe haven assets pushes the 10-year U.S. Treasury yield lower.
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In the Alternative Downside 2 scenario, the FRB is unable to tame inflation using appropriate monetary policy actions and high
inflationary pressures lead to a period of economic stagnation. In this scenario, the Russia-Ukraine war intensifies, putting
upward pressure on inflation. The FRB aims to tackle inflation and embarks on a more aggressive rate hiking cycle, which
eventually proves futile and exacerbates the economic situation. Unemployment reverses its downward trend and starts to
accelerate in early 2024 while corrections in risky asset prices lead to a flight to quality in global asset markets.

The following table presents the forecasted key macroeconomic variables in our Central scenarios used for estimating lifetime
ECL at June 30, 2022, March 31, 2022 and December 31, 2021:
For the Quarter Ended
December 31, 2022 June 30, 2023 December 31, 2023

Unemployment rate (quarterly average):

Forecast at June 30, 2022 3.5 % 3.5 % 3.5%

Forecast at March 31, 2022 3.6 35 3.6

Forecast at December 31, 2021 4.0 3.8 3.7
GDP growth rate (year-over-year):

Forecast at June 30, 2022 1.5 1.8 2.0

Forecast at March 31, 2022 2.8 2.6 2.4

Forecast at December 31, 2021 2.8 2.3 2.5

In addition to the updates to the economic scenarios, we increased the management judgment allowance on our commercial
loan portfolio for risk factors associated with large loan and higher risk industry exposures, supply chain disruptions and energy
price uncertainty that are not fully captured in the models. We also increased the management judgment allowance on our
consumer loan portfolio for risk factors associated with economic uncertainty, including inflation, that are not fully captured in
the models.

While we believe that the assumptions used in our credit loss models are reasonable within the parameters for which the models
have been built and calibrated to operate, the severe projections of macro-economic variables during the COVID-19 pandemic
and subsequent recovery represent events outside the parameters for which the models have been built. As a result, adjustments
to model outputs to reflect consideration of management judgment are used with stringent governance in place to ensure an
appropriate lifetime ECL estimate.

The impacts of higher inflation, rising energy prices and increasing interest rates as well as the continuing impacts of the
Russia-Ukraine war and the COVID-19 pandemic on economic conditions will continue to evolve and impact our business and
our allowance for credit losses in future periods, the extent of which remains uncertain. We will continue to monitor these
situations closely and will continue to adapt our approach as necessary to reflect management's current view of forecasted
economic conditions.

Allowance for Credit Losses / Liability for Off-Balance Sheet Credit Exposures The following table summarizes our
allowance for credit losses and the liability for off-balance sheet credit exposures:
June 30, December 31,
2022 2021
(in millions)

Allowance for credit losses:

Loans $ 534 $ 447
Securities held-to-maturity'” — 1
Other financial assets measured at amortized cost'” 1 1
Securities available-for-sale!” 2 1
Total allowance for credit losses $ 537 $ 450
Liability for off-balance sheet credit exposures $ 89 $ 103

M See Note 5, "Securities,"” for additional information regarding the allowance for credit losses associated with our security portfolios.

@ Primarily includes accrued interest receivables and customer acceptances.
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The following table summarizes the changes in the allowance for credit losses on loans by product or line of business during the
three and six months ended June 30, 2022 and 2021:

Commercial Loans

Consumer Loans

Business
Real Estate, and Home
including Corporate Global Other Residential Equity Credit Other Total
Construction Banking Banking Comm'l Mortgages  Mortgages Cards Consumer Loans
(in millions)

Three Months Ended June 30, 2022
Allowance for credit losses — beginning of

period $ 122§ 197 § 120 $ 2 3 5 % 6 $ 15 § — 467
Provision charged (credited) to income 40 22 @) () m 1 5 1) 63

Charge-offs — 0)) — — — — — — 6}

Recoveries — — — — 2 — 2 1 5
Net (charge-offs) recoveries — €} — — 2 — 2 1 4
Allowance for credit losses — end of period § 162 $ 218 $ 118 $ 1 S 6 $ 7 $ 22 8 — 534
Three Months Ended June 30, 2021
Allowance for credit losses — beginning of

period $ 120 $ 321§ 222§ 7 $ 9 $ 21 $ 144§ 27 853
Provision charged (credited) to income" 3) (24) (79) [€)) 8 5) (76) 210 (201)

Charge-offs" — (14) (12) — © @ (70 M (114

Recoveries — 1 — — 4 1 2 1 9
Net (charge-offs) recoveries — (13) (12) — 5) @) (68) 6) (105)
Allowance for credit losses — end of period § 117 $ 284 % 131 $ 6 $ © 8 15 $ — § _ 547
Six Months Ended June 30, 2022
Allowance for credit losses — beginning of

period $ 73 $ 243§ 100 $ 4 S 8 8 5 8 14 § — 447
Provision charged (credited) to income 89 as) 27 3) 5) 1 4 1) 94

Charge-offs — ) ) — @ @ — — 20)

Recoveries — 2 — — 4 2 4 1 13
Net (charge-offs) recoveries — @) ) — 1 4 1 (@)
Allowance for credit losses — end of period § 162 $ 218 $ 118 $ 1 $ 6 $ 7 $ 22 3 — 534
Six Months Ended June 30, 2021
Allowance for credit losses — beginning of

period $ 145 $ 375 $ 287 $ 7 $ 9 $ 2 $ 161 $ 27 1,015
Provision charged (credited) to income" (28) (77) (144) (1) 6 ®) an an (346)

Charge-offs" — (16) (12) — (10) ) (88) (11) (139)

Recoveries — 2 — — 7 3 4 1 17
Net (charge-offs) recoveries — (14) (12) — 3) 1 84) (10) (122)
Allowance for credit losses — end of period § 117 $ 284 § 131 $ 6 $ ©) 3 15 $§ — 3 — 547
M For loans that are transferred to held for sale, the existing allowance for credit losses at the time of transfer is recognized as a charge-off to the extent fair

value is less than amortized cost and attributable to credit. Any remaining allowance for credit losses is released to the provision for credit losses.

During the second quarter of 2021, we made the decision to exit our mass market retail banking business which resulted in the transfer of certain loans to
held for sale. As a result of transferring these loans to held for sale, we recognized $56 million of the existing allowance for credit losses on consumer
loans as charge-offs, primarily related to non-performing credit cards, and released $100 million of the existing allowance for credit losses on consumer
loans as reductions to the provision for credit losses, primarily related to credit