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We may offer from time to time notes that may pay a rate of interest during the term of the notes and at maturity will pay an amount in cash,
securities, commodities, other property or a combination thereof. The specific terms of any such notes that we offer will be included in the
applicable underlying supplement or product supplement, if any, and the applicable pricing supplement. We sometimes refer herein to the
applicable underlying supplement or product supplement, if any, and pricing supplement collectively as the “pricing supplement.” If any terms
described in the applicable pricing supplement are inconsistent with those described herein or in the accompanying prospectus, the terms

described in the applicable pricing supplement will supersede. The notes will have the following general terms:

Payment at Maturity

The applicable pricing supplement will specify the amount that
you will receive on the maturity date.

Interest Rate and Interest Payments

The notes may have a fixed or floating interest rate or may pay no
interest, in each case as specified in the applicable pricing
supplement. Any interest on the notes will be paid on the dates set
forth in the applicable pricing supplement.

Ranking

The notes will be our direct unsecured obligations and will rank on
a parity with all of our other unsecured and unsubordinated debt,
except such obligations as are preferred by operation of law.

Reference Asset

The principal, interest or any other amounts payable on the notes
may be based on price movements in, performance of, or other
events relating to, one or more particular indices, securities,
currencies, interest rates, consumer prices, or commodities or
commodity futures, or baskets comprised of any of those
instruments or measures, or other instruments or measures,
including the occurrence or nonoccurrence of any event or
circumstance, or a combination thereof. The applicable pricing
supplement will specify the Reference Asset relating to the notes.

Maturity

The applicable pricing supplement will specify the maturity date.

Denominations

Unless otherwise stated in the applicable pricing supplement, the
notes will be issued in minimum denominations of $1,000 (or the
specified currency equivalent), increased in multiples of $1,000 (or
the specified currency equivalent); provided, however, that any
purchaser of notes domiciled in a member state of the European
Union shall be required either to be a qualified investor for
purposes of the Prospectus Directive or to purchase and, while
holding any such notes, hold no less than $200,000 (or the
specified currency equivalent) of such notes.

Currencies

The applicable pricing supplement will specify whether the notes
will be denominated in U.S. dollars or some other currency.

Exchangeable

The notes may be optionally or mandatorily exchangeable for
securities of an entity that is affiliated or not affiliated with us, for
a basket or index of those securities, or for the cash value of those
securities in each case, as specified in the applicable pricing
supplement.

Other Terms

As specified under “Description of the Notes” and in the applicable

pricing supplement.

INVESTMENT IN THE NOTES INVOLVES CERTAIN RISKS. SEE “RISK FACTORS” BEGINNING ON PAGE S-1.

Unless otherwise specified in the applicable pricing supplement, the notes will not be listed on any securities exchange.

The notes are not deposit liabilities or other obligations of a bank and are not insured by the Federal Deposit Insurance Corporation or any other
governmental agency of the United States or any other jurisdiction. The notes are not secured.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these notes or
passed upon the adequacy or accuracy of this prospectus supplement or the accompanying prospectus. Any representation to the
contrary is a criminal offense.

Each of HSBC Securities (USA) Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated has agreed to use reasonable efforts to solicit
offers to purchase these notes as our agent to the extent it is named in the applicable pricing supplement. Certain other agents to be named in the
applicable pricing supplement may also be used to solicit such offers on a reasonable efforts basis. The agents may also purchase these notes as
principal at prices to be agreed upon at the time of sale. The agents may resell any notes they purchase as principal at prevailing market prices, or
at other prices, as the agents determine.

In this prospectus supplement, “us,” “we,” “our” and “HSBC USA” refer to HSBC USA Inc.

HSBC BofA Merrill Lynch
March 5, 2015



TABLE OF CONTENTS
PROSPECTUS SUPPLEMENT

Page
RISK FACTOTS ...ttt ettt ettt S-1
Pricing SUPPIEIMENL .....ouiiiiiiiiiie ettt ettt ettt e st e s st e sateenbeenbeebeenbeesteesneesnneens S-8
DESCIIPUON OF INOTES ... viiutieiieiieiieeieete et et et e st e e b e esbeeteesteestaessseesseesseesseesssessseasseasseessansseesseesseesseenses S-10
Use of Proceeds and HEdZING .......cccueeiieiieiiiiieiiecie ettt sttt e st e e enneesseensaenes S-33
Certain ERISA COnSIAETAtIONS.....c..ceviriirieiiriieienie ettt ettt ettt ettt st ettt sbe e nae e S-34
U.S. Federal Income Tax ConsSIderations...........cc.ccveeeiririenieieieieinienestenseeereeteie et seeseee e ee S-37
Supplemental Plan of Distribution (Conflicts of INtErest).........cccueviiriiiiieiieiierieriese e S-59
PROSPECTUS
ADOUL thiS PTOSPECIUS ...ttt ettt ettt ettt et et et esaeesaeesateeateenbeeseesneesneeennes 1
RISK FACLOTS ...ttt ettt ettt et et e et e e et e et e et e e bt e sbeesseeentesneesneeenbeeaseesneesneeennes 2
Where You Can Find More INfOrmation ............oceeiiiiiiiiiiie et 3
Special Note Regarding Forward-Looking Statements .............ccccueeuieiiieriienienie e 4
HISBC USA INC. ittt b bbbttt b e bttt b et ettt e e ene e 6
USE OF PrOCEEAS ...ttt ettt ettt ettt e ste e et e et e nt e et e e beesteesatesaseenbeenseenneesneeennes 7
Description Of DEDt SECUTTHIES ......eeuvieriieriieiiieiie ittt ettt et e ettt et et esaeeeieeeseeenbeesseesteeseesneesseeennes 8
Description of Preferred StOCK ..........i it 19
DesCTIPioN OF WAITANES .....ecueiiiiiiiiieiieieet ettt ettt et nb ettt et bt et e b b et e bt eieenee e 25
Description of PUrchase CONtIACES .........ccieiiiiieiieiie ettt ettt ettt st ste et eneeeneeeneeenes 29
DeSCTIPHION OF UIIES ...ttt ettt et rb ettt et bt oo b sb et nbe i enee e 32
BOOK-ENtrY PrOCEAUIES ...ccvieiiiiiieiit ettt ettt sttt et et e st e e e e e e ebeesneeenneenneenee 35
Limitations on Issuances in Bearer FOIM ...........cociiiiiiiiiiiiiicece e 40
U.S. Federal Income Tax Considerations Relating to Debt Securities. ......c.coovecverereerienineerieneneeieene 40
Plan of Distribution (Conflicts 0f INTETESt).........eviiiiiieiieiieieie et 49
Notice t0 Canadian INVESLOTS .....c.eiiiiiiieiieiieiee ettt ettt ettt et e st e saeeseeeeabeenbeeneenseenseenseans 52
NOLICE 10 EEA INVESTOTS ....ecutietietieitieeiie ettt ettt ettt ettt et e st e st e s ateeaaeesteebeesbeesseesaeesnsesnseenseenseenseans 53
INOLICE 0 UK TNVESTOTS ...ttt ettt ettt ettt ettt e s aeeseee et e eabe e bt e bt esaeesseesnseenseenseenseans 54
UK FIinancial PrOmMOTION .......cc.uiiiiiiiiiieiie ettt ettt ettt et et e st e eateeeaeenbe e bt enbeesneeenseenseenseens 54
Certain ERISA MALETS ...cueiiiieiieiiesiieetie sttt ettt ettt et e et ettt et et et e sbeesaeeeaaeenseenteenseenseeseesseesnees 55
Le@AL OPINIONS ..ttt ettt ettt ettt et ettt et et e s bt e s aeeeateesteeabe e bt e sseeeseeeneeenseenseenseenseenseesaeesneeenseenns 57
2514 01C) 4 1 OO OO OPO S UPUUPPURPPRROPRIN 58



RISK FACTORS

Your investment in the notes will involve certain risks. In addition to the risk factors relating to
your notes that are set forth below, we urge you to read any risk factors that may be set forth under “Risk
Factors” or a similar section in any applicable underlying supplement, product supplement or pricing
supplement. Investing in the notes is not equivalent to investing directly in any Reference Asset. You
should understand the risks of investing in the notes and should reach an investment decision only after
careful consideration, with your advisers, of the suitability of an investment in the notes in light of your
particular financial circumstances and the information set forth in the accompanying prospectus, this
prospectus supplement, any applicable underlying supplement or product supplement, and the applicable
pricing supplement. You will be subject to significant risks not associated with conventional fixed-rate or
floating-rate debt securities. You should not purchase the notes unless you understand and can bear these
investment risks.

Risks Relating to Our Business

Investing in the notes involves risk. Please see the “Risk Factors” section in our most recent
Annual Report on Form 10-K and in each of our subsequent Quarterly Reports on Form 10-Q, all of
which are incorporated by reference in this prospectus supplement. Before making an investment
decision, you should carefully consider these risks as well as other information contained or incorporated
by reference in this prospectus supplement, including information contained in our filings with the
Securities and Exchange Commission after the date of this prospectus supplement. The applicable pricing
supplement may contain a discussion of additional risks applicable to an investment in us and the
particular type of notes we are offering under that pricing supplement.

Risks Relating to All Note Issuances

The notes are subject to our credit risk.

The notes are senior unsecured debt obligations of HSBC USA Inc., and are not, either directly or
indirectly, an obligation of any third party. Any payment to be made on the notes depends on our ability
to satisfy our obligations as they become due. As a result, our actual and perceived creditworthiness may
affect the market value of the notes and, in the event that we were to default in our obligations, you may
not receive the amounts owed to you under the terms of the notes.

Unless the terms of your notes specify the return of principal or a minimum return, you may lose
your entire investment, and there can be no assurance of the receipt of any amount at maturity.

Unless the terms of your notes specify the return of principal or a minimum return, you may lose
your entire investment, and there can be no assurance of the receipt of any amount at maturity. The
payment at maturity may be based on changes in the value of the instrument or instruments comprising
the Reference Asset, which fluctuate and cannot be predicted. Although historical data with respect to the
Reference Asset or any instrument comprising the Reference Asset may be available, the historical
performance of the Reference Asset or any of the instruments comprising the Reference Asset should not
be taken as an indication of future performance. No assurance can be given, and none is intended to be
given, that any return will be achieved on the notes.
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There may not be any secondary market for your notes.

Upon issuance, the notes will not have an established trading market. We cannot assure you that
a trading market for the notes will develop or, if one develops, that it will be maintained. Although we
may apply to list certain issuances of notes on a national securities exchange, we are under no obligation
to do so. In addition, in the event that we apply for listing, we may not meet the relevant requirements.
We do not expect to announce, prior to the pricing of the notes, whether we will meet such requirements.
Even if there is a secondary market, it may not provide significant liquidity. While we anticipate that the
agents will act as market makers for the notes, the agents are not required to do so. If the notes are not
listed on any securities exchange and the agents were to cease acting as market makers, it is likely that
there would be no secondary market for the notes. You therefore must be willing and able to hold the
notes until maturity.

You may be required to pay fees in connection with your investment in the notes.

You may be required to pay an additional amount per note (as specified in the applicable pricing
supplement) as a commission for services rendered by any of our agents in connection with your initial
purchase of the notes. In addition, to the extent you request that our agent execute a secondary market-
making transaction for any of your notes (and the agent agrees to do so), we and our agents may receive a
fee in connection with such secondary market-making transaction in addition to any bid-ask spread. To
the extent that the applicable pricing supplement allows you to redeem the notes prior to maturity, you
may be required to pay a fee in connection with your early redemption of the notes. As a consequence of
these fees, you may receive, by executing a market-making transaction or an early redemption, less than
the full performance of the Reference Asset to which the notes are linked.

Investors’ yield may be lower than the yield on a standard debt security of comparable maturity.

Periodic payments of interest on the notes, if any, may be lower than interest payments you would
receive by investing in a conventional fixed-rate or floating-rate debt security having the same maturity
date and issuance date as the notes. The effective yield to maturity of the notes may be less than that
which would be payable on such a conventional fixed-rate or floating-rate debt security. Even
considering a minimum return or fixed repayment of principal (if either is specified in the applicable
pricing supplement), any such return at maturity may not compensate the holder of the notes for any
opportunity cost implied by inflation and other factors relating to the time value of money.

You must rely on your own evaluation of the merits of an investment in the notes.

In connection with your purchase of the notes, we urge you to consult your own financial, tax and
legal advisors as to the risks entailed by an investment in notes and to investigate the Reference Asset and
not rely on our views in any respect. You should make such investigation as you deem appropriate as to
the merits of an investment in the notes.

The price at which you will be able to sell your notes prior to maturity will depend on a number
of factors, and may be substantially less than the amount you had originally invested.

If you wish to liquidate your investment in the notes prior to maturity, your only alternative
would be to sell the notes. At that time, there may be an illiquid market for your notes or no market at all.
Even if you were able to sell your notes, there are many factors outside of our control that may affect the
value that you could realize from such a sale. We believe that the value of your notes will be affected by
the value and volatility of the instrument or instruments comprising the Reference Asset, whether or not
the trading level or price of the Reference Asset is greater than or equal to the initial level, changes in
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interest rates, the supply of and demand for the notes and a number of other factors. Some of these
factors are interrelated in complex ways; as a result, the effect of any one factor may be offset or
magnified by the effect of another factor. The price, if any, at which you will be able to sell your notes
prior to maturity may be substantially less than the amount you originally invested if, at such time, the
trading level or price of the Reference Asset is less than, equal to or not sufficiently above the initial
level. The following paragraphs describe the manner in which we expect the trading value of the notes
will be affected in the event of a change in a specific factor, assuming all other conditions remain
constant.

o Reference Asset performance. We expect that the value of the notes prior to maturity will
depend substantially on the relationship between the trading level or price of the Reference
Asset and its initial level or initial price. If you decide to sell your notes when the trading
level or price differs from the initial level or initial price, you may nonetheless receive
substantially less than the amount that would be payable at maturity based on that trading
level or price because of expectations that the trading level or price will continue to fluctuate
until the date or dates that the performance of the notes is determined.

o JVolatility of the Reference Asset. Volatility is the term used to describe the size and
frequency of market fluctuations. If the volatility of the Reference Asset increases or
decreases, the trading value of the notes may be adversely affected.

o [nterest rates. We expect that the trading value of the notes will be affected by changes in
interest rates. In general, if interest rates increase, the value of the notes may decrease, and if
interest rates decrease, the value of the notes may increase. Interest rates also may affect the
economy and, in turn, the value of the Reference Asset, which would affect the value of the
notes.

e Qur credit ratings, financial condition and results of operations. Actual or anticipated
changes in our current credit ratings as well as our financial condition or results of operations
may significantly affect the trading value of the notes. However, because the return on the
notes is dependent upon factors in addition to our ability to pay our obligations under the
notes, such as the trading level or price of the Reference Asset, an improvement in our credit
ratings, financial condition or results of operations is not expected to have a positive effect on
the trading value of the notes.

o Time remaining to maturity. A “time premium” results from expectations concerning the
value of the Reference Asset during the period prior to the maturity of the notes. As the time
remaining to the maturity of the notes decreases, this time premium will likely decrease,
potentially adversely affecting the trading value of the notes. As the time remaining to
maturity decreases, the trading value of the notes may be less sensitive to the price volatility
of the instrument or instruments comprising the Reference Asset.

e Dividend yield, if any. The value of the notes also may be affected by the dividend yields, if
any, on the instrument or instruments comprising the Reference Asset. In general, because
the payment at maturity does not incorporate the value of dividend payments, an increase in
dividend yields is likely to reduce the trading value of the notes. Conversely, a decrease in
dividend yields is likely to increase the trading value of the notes.

e Economic and other conditions generally. The general economic conditions of the capital
markets in the United States, as well as geopolitical conditions and other financial, political,
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regulatory, and judicial events that affect stock markets generally, may affect the value of the
Reference Asset and the value of the notes. If the Reference Asset includes foreign assets,
the value of your notes may also be affected by similar events in those foreign markets.

e FEvents affecting or involving the Reference Asset. Economic, financial, regulatory,
geographic, judicial, political and other developments that affect the level or price of the
instrument or instruments comprising a Reference Asset, and real or anticipated changes in
those factors, also may affect the trading value of the notes. For example, earnings results of
the instrument or instruments comprising a Reference Asset that is or relates to one or more
equity securities, and real or anticipated changes in those conditions or results, may affect the
trading value of the notes. Reference Assets relating to equity securities also may be affected
by mergers and acquisitions, which can contribute to volatility of the Reference Asset. As a
result of a merger or acquisition involving the Reference Asset, the Reference Asset may be
replaced with a surviving or acquiring entity’s securities. The surviving or acquiring entity’s
securities may not have the same characteristics as the company or companies previously
comprising the Reference Asset.

o Exchange rate movements and volatility. 1f the Reference Asset includes any non-U.S. asset,
changes in, and the volatility of, the exchange rates between the U.S. dollar and the relevant
non-U.S. currency or currencies could have a negative impact on the value of the notes.

e Agent’s commission and cost of hedging. The original issue price of the notes includes the
agent’s commission and the cost of hedging our obligations under the notes. Such cost
includes our affiliates’ expected cost of providing such hedge and the profit our affiliate
expects to realize in consideration for assuming the risks inherent in providing such hedge.
As a result, assuming no change in market conditions or any other relevant factors, the price,
if any, at which the agent will be willing to purchase notes from you in secondary market
transactions will likely be lower than the original issue price and, accordingly, you may need
to be able and willing to hold the notes to maturity. In addition, any such prices may differ
from values determined by pricing models used by the agent as a result of such compensation
or other transaction costs.

We want you to understand that the effect of one of the factors specified above, such as an
increase in interest rates, may offset some or all of any change in the value of the notes attributable to
another factor, such as an increase in the value of the Reference Asset.

The notes are not insured against loss by any third parties; you can depend only on our earnings
and assets for payment and interest, if any, on the notes.

The notes will be solely our obligations, and no other entity will have any obligation, contingent
or otherwise, to make any payments in respect of the notes. In addition, because we are a holding
company whose primary assets consist of shares of stock or other equity interests in our subsidiaries,
almost all of our income is derived from those subsidiaries. Our subsidiaries will have no obligation to
pay any amount in respect of the notes or to make any funds available for payment of the notes.
Accordingly, we will be dependent on dividends and other distributions or loans from our subsidiaries to
generate the funds necessary to meet our obligations with respect to the notes, including the payment of
principal and any interest. The notes also will be effectively subordinated to the claims of creditors of our
subsidiaries with respect to their assets. If funds from dividends, other distributions or loans from our
subsidiaries are not adequate, we may be unable to make payments of principal or interest, if any, in
respect of the notes and you could lose all or a part of your investment.
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The amount you receive at maturity may be delayed or reduced upon the occurrence of an event

of default.

If the calculation agent determines that the notes have become immediately due and payable
following an Event of Default (as defined in the prospectus) with respect to the notes, you may not be
entitled to the entire principal amount of the notes, but only to that portion of the principal amount
specified in the applicable pricing supplement, together with accrued but unpaid interest, if any. For more
information, see “Description of Debt Securities—Events of Default” and “—Events of Default;
Defaults” in the prospectus.

Trading and other transactions by us or our affiliates could affect the trading level or price
and/or level of the Reference Asset, the trading value of the notes or the amount you may receive at
maturity.

In connection with our normal business practices or in connection with hedging our obligations
under the notes, we and our affiliates may from time to time buy or sell the instrument or instruments
comprising a Reference Asset, similar instruments, other securities of an issuer of an instrument
comprising a Reference Asset or derivative instruments relating to such an instrument or instruments.
These trading activities may occur in our proprietary accounts, in facilitating transactions, including block
trades, for our other customers and in accounts under our management. These trading activities also
could affect the price of an instrument comprising any Reference Asset in a manner that would decrease
the trading value of the notes prior to maturity or the amount you would receive at maturity. To the
extent that we or any of our affiliates have a hedge position in an instrument or instruments comprising
the Reference Asset, or in a derivative or synthetic instrument related to such an instrument, we or any of
our affiliates may liquidate a portion of such holdings at or about the time of the maturity of the notes.
This liquidation activity may affect the amount payable at maturity in a manner that would be adverse to
your investment in the notes. Depending on, among other things, future market conditions, the aggregate
amount and the composition of such hedge positions are likely to vary over time.

In addition, we or any of our affiliates may purchase or otherwise acquire a long or short position
in the notes. We or any of our affiliates may hold or resell any such position in the notes.

Research reports and other transactions may create conflicts of interest between you and us.

We or one or more of our affiliates have published, and may in the future publish, research
reports relating to the instrument or instruments comprising certain Reference Assets or to the issuers of
certain such instruments. The views expressed in this research may be modified from time to time
without notice and may express opinions or provide recommendations that are inconsistent with
purchasing or holding the notes. Any of these activities may affect the trading level or price of an
instrument comprising the Reference Asset and, therefore, the value of the notes. Moreover, other
professionals who deal in these markets may at any time have views that differ significantly from ours. In
connection with your purchase of the notes, you should investigate the Reference Asset and not rely on
our views (or the views of our affiliates) with respect to future movements in the Reference Asset.

We or any of our affiliates also may issue, underwrite or assist unaffiliated entities in the issuance
or underwriting of other securities or financial instruments with returns indexed to the instrument or
instruments comprising the Reference Asset. By introducing competing products into the marketplace in
this manner, we or our affiliates could adversely affect the value of the notes.
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We and our affiliates, at present or in the future, may engage in business relating to the sponsor or
issuer of any instrument or instruments comprising the Reference Asset, including making loans to,
equity investments in, or providing investment banking, asset management or other advisory services to
such a sponsor or issuer. In connection with these activities, we may receive information pertinent to the
Reference Asset that we will not divulge to you.

Our trading, hedging and other business activities, and those of the agents, may create conflicts
of interest with you.

We, the agents, or one or more of our respective affiliates may engage in trading activities related
to a Reference Asset that are not for your account or on your behalf. We, the agents, or one or more of
our respective affiliates also may issue or underwrite other financial instruments with returns based upon
the applicable Reference Asset. These trading and other business activities may present a conflict of
interest between your interest in the notes and the interests we, the agents, and our respective affiliates
may have in our proprietary accounts, in facilitating transactions, including block trades, for our or their
other customers, and in accounts under our or their management. These trading and other business
activities, if they influence the value of the Reference Asset or secondary trading in your notes, could be
adverse to your interests as a beneficial owner of the notes.

We, the agents, and our respective affiliates expect to enter into arrangements or adjust or close
out existing transactions to hedge our obligations under the notes. We, the agents, or our respective
affiliates also may enter into hedging transactions relating to other notes or instruments that we or they
issue, some of which may have returns calculated in a manner related to that of a particular issue of the
notes. We may enter into such hedging arrangements with one or more of our subsidiaries or affiliates, or
with one or more of the agents or their affiliates. Such a party may enter into additional hedging
transactions with other parties relating to the notes and the applicable Reference Asset. This hedging
activity is expected to result in a profit to those engaging in the hedging activity, which could be more or
less than initially expected, but could also result in a loss. We, the agents, and our respective affiliates
will price these hedging transactions with the intent to realize a profit, regardless of whether the value of
the notes increases or decreases. Any profit in connection with such hedging activities will be in addition
to any other compensation that we, the agents, and our respective affiliates receive for the sale of the
notes, which creates an additional incentive to sell the notes to you.

Risks Relating to Floating-Rate Notes Linked to LIBOR.

LIBOR may be volatile and will be affected by a number of factors.

LIBOR is subject to volatility due to a variety of factors, including but not limited to:
e interest and yield rates in the market,

e changes in, or perceptions, about the future level of LIBOR,

e general economic conditions,

e policies of the Federal Reserve Board regarding interest rates,

e supply and demand among banks in London for U.S. dollar-denominated deposits with
relevant term,

e sentiment regarding underlying strength in the U.S. and global economies,
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e expectations regarding the level of price inflation,

e sentiment regarding credit quality in the U.S. and global credit markets,
e central bank policy regarding interest rates,

e inflation and expectations concerning inflation,

e performance of capital markets,

e geopolitical conditions and economic, financial, political, regulatory or judicial events that
affect markets generally and that may affect LIBOR, and

e the time remaining to the maturity of the notes.

The impact of any of the factors set forth above may enhance or offset some or any of the
changes resulting from another factor or factors. Decreases in LIBOR may reduce the return on the notes.

1t is unclear how changes in the method for determining LIBOR may affect the value of the notes.

As a result of concerns about the accuracy of the calculation of the daily LIBOR, a number of
British Bankers’ Association (the “BBA”) member banks entered into settlements with their regulators
and law enforcement agencies with respect to alleged manipulation of LIBOR, and there are ongoing
investigations by regulators and governmental authorities in various jurisdictions. Following a review of
LIBOR conducted at the request of the U.K. Government, on September 28, 2012, recommendations for
reforming the setting and governing of LIBOR were released (the “Wheatley Review”). The Wheatley
Review made a number of recommendations for changes with respect to LIBOR, including the
introduction of statutory regulation of LIBOR, the transfer of responsibility for LIBOR from the BBA to
an independent administrator, changes to the method of compilation of lending rates and new regulatory
oversight and enforcement mechanisms for rate-setting and a reduction in the number of currencies and
tenors for which LIBOR is published. Based on the Wheatley Review and on a subsequent public and
governmental consultation process, on March 25, 2013, the U.K. Financial Services Authority published
final rules for the U.K. Financial Conduct Authority’s regulation and supervision of LIBOR (the “FCA
Rules”). In particular, the FCA Rules include requirements that (1) an independent LIBOR administrator
monitor and survey LIBOR submissions to identify breaches of practice standards and/or potentially
manipulative behavior, and (2) firms submitting data to LIBOR establish and maintain a clear conflicts of
interest policy and appropriate systems and controls. The FCA Rules took effect on April 2, 2013. In
addition, ICE Benchmark Administrator Limited (the “ICE Administrator”) has been appointed as the
independent LIBOR Administrator, effective February 1, 2014.

It is not possible to predict the effect of the FCA Rules, any changes in the methods pursuant to
which LIBOR rates are determined and any other reforms to LIBOR that will be enacted in the U.K. and
elsewhere, which may adversely affect the trading market for LIBOR-based instruments, such as the
notes.

Please note, this prospectus supplement, the accompanying prospectus and the applicable pricing

supplement do not describe all the risks of an investment in the notes. We urge you to consult your own
financial and legal advisors as to the risks entailed by an investment in the notes.
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PRICING SUPPLEMENT

The pricing supplement for each offering of notes will contain the specific information and terms
for that offering. The pricing supplement, or any applicable underlying supplement or product
supplement, also may add, update or change information contained in this prospectus supplement and the
accompanying prospectus. If any information in the pricing supplement, or any applicable underlying
supplement or product supplement, is inconsistent with this prospectus supplement or the accompanying
prospectus, you should rely on the information in the pricing supplement or the applicable underlying
supplement or product supplement, as the case may be. Similarly, if any information in the pricing
supplement is inconsistent with an applicable underlying supplement or product supplement, you should
rely on the information in the pricing supplement. We also may prepare free writing prospectuses that
describe particular issuances of notes. Any free writing prospectus should also be read in connection with
this prospectus supplement, the accompanying prospectus, and any applicable underlying supplement or
product supplement. For purposes of this prospectus supplement, any references to an applicable pricing
supplement also may refer to a free writing prospectus, unless the context otherwise requires. It is
important that you consider all of the information in the pricing supplement, any applicable underlying
supplement or product supplement, this prospectus supplement and the prospectus when making your
investment decision.

A pricing supplement will specify the following terms of any issuance of notes to the extent
applicable:

e the initial public offering price if other than 100%,
e Reference Asset,

e aggregate principal amount,

e pricing date,

e original issue date,

e observation date(s),

e maturity date and any terms related to any extension of the maturity date not otherwise set
forth in this prospectus supplement,

e agent’s discount,

e coupon rate, if any,

e interest payment dates, if any,
e initial level,

e closing level,

e minimum return, if any,

e payment at maturity,

e CUSIP,
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e the currency in which the notes will be denominated and currency in which the interest will
be payable if not U.S. dollars,

e and any other applicable terms.

S-9



DESCRIPTION OF NOTES

You should carefully read the general terms and provisions of our debt securities in “Description
of Debt Securities” in the accompanying prospectus. This section supplements that description. The
applicable pricing supplement will specify the particular terms for each issuance of notes and may
supplement, modify or replace any of the information in this section and in “Description of Debt
Securities” in the accompanying prospectus. Please note that the information about the price to the public
and net proceeds to us on the front cover of the applicable pricing supplement relates only to the initial
sale of the notes. If you have purchased the notes in a purchase/resale transaction after the initial sale,
information about the price and date of sale to you will be provided in a separate confirmation of sale.

Ranking

The notes will constitute direct unsecured obligations of HSBC USA and will rank on a parity
with all of the other unsecured and unsubordinated indebtedness of HSBC USA, present and future,
except such obligations as are preferred by operation of law. The notes will be issued under a senior debt
indenture, dated as of March 31, 2009 (as amended or supplemented, the “Senior Indenture”), by and
between HSBC USA and Wells Fargo Bank, National Association, as trustee (the “trustee”).

The notes are not deposit liabilities or other obligations of a bank and are not insured by the
Federal Deposit Insurance Corporation or any other governmental agency of the United States or any
other jurisdiction.

Denominations

Unless otherwise stated in the applicable pricing supplement, the notes will be issued in minimum
denominations of $1,000 (or the specified currency equivalent), increased in multiples of $1,000 (or the
specified currency equivalent); provided, however, that any purchaser of notes domiciled in a member
state of the European Union shall be required either to be a qualified investor for purposes of the
Prospectus Directive or to purchase and, while holding any such notes, hold no less than $200,000 (or the
specified currency equivalent) of such notes.

Definitions
We have defined some of the terms that we use frequently in this prospectus supplement below:

A “business day” means any day, other than a Saturday or Sunday, (i) that is neither a legal
holiday nor a day on which banking institutions are authorized or required by law or regulation to close
(a) for all notes, in the City of New York or (b) for notes denominated in a specified currency other than
U.S. dollars or euro, in the principal financial center of the country of the specified currency; (ii) for
LIBOR notes only, a London banking day (as defined below); and (iii) for EURIBOR notes or notes
denominated in euro, a day that is also a TARGET Settlement Day.

“Clearstream, Luxembourg” means Clearstream Banking, société anonyme.

“Depositary” means The Depository Trust Company, New York, New York; provided, however,
that if the applicable pricing supplement indicates that the notes are eligible for clearance directly through
Euroclear or Clearstream, Luxembourg, “Depositary” means Euroclear and Clearstream, Luxembourg.

“Euroclear” means Euroclear Bank S.A./N.V., as operator of the Euroclear System. “ICSD”
means Euroclear and Clearstream, Luxembourg.
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An “interest payment date” for any note means a date on which, under the terms of that note,
regularly scheduled interest is payable.

“London banking day” means any day on which dealings in deposits in the relevant index
currency are transacted in the London interbank market.

The “record date” for any interest payment date is the date 15 calendar days prior to that interest
payment date, whether or not that date is a business day, unless another date is specified in the applicable
pricing supplement; provided, however, that if the applicable pricing supplement indicates that the notes
are eligible for clearance directly though Euroclear or Clearstream, Luxembourg, the “record date” for
any interest payment date, while such note is in global registered form, is the “clearing system business
day” prior to the interest payment date, where “clearing system business day” means the day on which
each ICSD for which such note is being held is open for business.

“TARGET Settlement Day” means any day on which the Trans-European Automated Real-time
Gross Settlement Express Transfer System or any successor (“TARGET”) is open.

References in this prospectus supplement to “U.S. dollar,” or “U.S.$” or “$” are to the currency
of the United States of America. References in this prospectus supplement to “euro” and “A” are to the
currency introduced at the commencement of the third state of the European Economic and Monetary
Union pursuant to the Treaty establishing the European Community, as amended from time to time.

Payment at Maturity

The amount that you will receive on the maturity date and its calculation, along with illustrative
examples, will be described in the applicable pricing supplement.

Forms of Notes

We will offer the notes on a continuing basis and will issue notes only in fully registered form
either as book-entry notes or as certificated notes. References to “holders” mean those who own notes
registered in their own names, on the books that we or the trustee maintain for this purpose, but not those
who own beneficial interests in notes registered in street name or in notes issued in book-entry form
through one or more depositaries.

Book-Entry Notes. Unless indicated otherwise in the applicable pricing supplement, for notes in
book-entry form, one Master Global Note will represent all issues of notes in this series. Except as set
forth in the prospectus under “Book-Entry Procedures,” you may not exchange book-entry notes or
interests in book-entry notes for certificated notes. For more information about the Master Global Note,
see “Book-Entry Procedures” in the accompanying prospectus.

Each global note certificate representing book-entry notes will be deposited with, or on behalf of,
the Depositary and registered in the name of the Depositary or nominee of the Depositary. These
certificates name the Depositary or its nominee as the owner of the notes. The Depositary maintains a
computerized system that will reflect the interests held by its participants in the global notes. An
investor’s beneficial interest will be reflected in the records of the Depositary’s direct or indirect
participants through an account maintained by the investor with its broker/dealer, bank, trust company or
other representative. A further description of the Depositary’s procedures for global notes representing
book-entry notes is set forth in the prospectus under “Book-Entry Procedures.” The Depositary has
confirmed to us, the agents and the trustee that it intends to follow these procedures.
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Certificated Notes. If we issue notes in certificated form, the certificate will name the investor
or the investor’s nominee as the owner of the note. The person named in the note register will be
considered the owner of the note for all purposes. For example, if we need to ask the holders of the notes
to vote on a proposed amendment to the notes, the person named in the note register will be asked to cast
any vote regarding that note. If you have chosen to have some other entity hold the certificates for you,
that entity will be considered the owner of your note in our records and will be entitled to cast the vote
regarding your note. You may not exchange certificated notes for book-entry notes or interests in book-
entry notes.

Interest and Principal Payments

Payments, Exchanges and Transfers. Holders may present notes for payment of principal,
premium, if any, and interest, if any, register the transfer of the notes and exchange the notes at the
corporate offices of HSBC Bank USA, N.A., as our current agent for payment, transfer and exchange of
the notes pursuant to a Paying Agent and Securities Registrar Agreement, dated June 1, 2009, between us
and HSBC Bank USA, N.A. We refer to HSBC Bank USA, N.A., acting in this capacity, as the paying
agent. However, beneficial owners of notes represented by global notes may transfer and exchange their
notes only in the manner and to the extent set forth under “Book-Entry Procedures” in the prospectus.

We will not be required to:

e register the transfer or exchange of any note if the holder has exercised the holder’s right, if
any, to require us to repurchase the note, in whole or in part, except the portion of the note
not required to be repurchased;

e register the transfer or exchange of notes to be redeemed for a period of 15 calendar days
preceding the mailing of the relevant notice of redemption; or

e register the transfer or exchange of any registered note selected for redemption in whole or in
part, except the unredeemed or unpaid portion of that registered note being redeemed in part.

No service charge will be made for any registration or transfer or exchange of notes, but we may
require payment of a sum sufficient to cover any tax or other governmental charge payable in connection
with the registration of transfer or exchange of notes.

Although we anticipate making payments of principal, premium, if any, and interest, if any, on
most notes in U.S. dollars, some notes may be payable in foreign currencies as specified in the applicable
pricing supplement. Currently, few facilities exist in the United States to convert between U.S. dollars
and foreign currencies. In addition, most U.S. banks do not offer non-U.S. dollar denominated checking
or savings account facilities. Accordingly, unless alternative arrangements are made, we will pay
principal, premium, if any, and interest, if any, on notes that are payable in a foreign currency to an
account at a bank outside the United States, which, in the case of a note payable in euro, will be made by
credit or transfer to a euro account specified by the payee in a country for which the euro is the lawful
currency.

Recipients of Interest Payments. The paying agent will pay interest on the interest payment
date to the person in whose name the note is registered at the close of business on the applicable record
date. However, upon maturity, redemption or repayment, the paying agent will pay any interest due to the
person to whom it pays the principal of the note. The paying agent will make the payment of interest on
the date of maturity, redemption or repayment, whether or not that date is an interest payment date. The
paying agent will make the initial interest payment on a note on the first interest payment date falling after
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the date of issuance, unless the date of issuance is less than 15 calendar days before an interest payment
date. In that case, the paying agent will pay interest on the next succeeding interest payment date to the
holder of record on the record date corresponding to the succeeding interest payment date.

Book-Entry Notes. The paying agent will make payments of principal, premium, if any, and
interest, if any, to the account of the Depositary or its nominee, as holder of book-entry notes, by wire
transfer of immediately available funds. We expect that the Depositary, upon receipt of any payment,
will immediately credit its participants’ accounts in amounts proportionate to their respective beneficial
interests in the book-entry notes as shown on the records of the Depositary. We also expect that
payments by the Depositary’s participants to owners of beneficial interests in the book-entry notes will be
governed by standing customer instructions and customary practices and will be the responsibility of
those participants.

Certificated Notes. Except as indicated below for payments of interest at maturity, redemption
or repayment, the paying agent will make U.S. dollar payments of interest either:

e by check mailed to the address of the person entitled to payment as shown on the note
register; or

e for a holder of at least $10,000,000 in aggregate principal amount of certificated notes having
the same interest payment date, by wire transfer of immediately available funds, if the holder
has given written notice to the paying agent not later than 15 calendar days prior to the
applicable interest payment date. U.S. dollar payments of principal, premium, if any, and
interest, if any, upon maturity, redemption or repayment on a note will be made in
immediately available funds against presentation and surrender of the note.

Payment Procedures for Book-Entry Notes Denominated in a Foreign Currency. Book-
entry notes payable in a specified currency other than U.S. dollars will provide that a beneficial owner of
interests in those notes may elect to receive all or a portion of the payments of principal, premium, if any,
or interest, if any, in U.S. dollars. In those cases, the Depositary will elect to receive all payments with
respect to the beneficial owner’s interest in the notes in U.S. dollars, unless the beneficial owner takes the
following steps:

e The beneficial owner must give complete instructions to the direct or indirect participant
through which it holds the book-entry notes of its election to receive those payments in the
specified currency other than U.S. dollars by wire transfer to an account specified by the
beneficial owner with a bank located outside the United States. In the case of a note payable
in euro, the account must be a euro account in a country for which the euro is the lawful
currency.

e The participant must notify the Depositary of the beneficial owner’s election on or prior to
the third business day after the applicable record date, for payments of interest, and on or
prior to the twelfth business day prior to the maturity date or any redemption or repayment
date, for payment of principal or premium.

e The Depositary will notify the paying agent of the beneficial owner’s election on or prior to
the fifth business day after the applicable record date, for payments of interest, and on or
prior to the tenth business day prior to the maturity date or any redemption or repayment date,
for payment of principal or premium.
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Beneficial owners should consult their participants in order to ascertain the deadline for giving
instructions to participants in order to ensure that timely notice will be delivered to the Depositary.

If the applicable pricing supplement indicates that the notes are eligible for clearance directly
through Euroclear or Clearstream, Luxembourg, any book-entry notes payable in a specified currency
other than U.S. dollars will be paid in such specified currency, unless otherwise indicated in such pricing
supplement.

Payment Procedures for Certificated Notes Denominated in a Foreign Currency. For
certificated notes payable in a specified currency other than U.S. dollars, the notes may provide that the
holder may elect to receive all or a portion of the payments on those notes in U.S. dollars. To do so, the
holder must send a written request to the paying agent:

e for payments of interest, on or prior to the fifth business day after the applicable record date;
or

e for payments of principal or premium, at least ten business days prior to the maturity date or
any redemption or repayment date.

To revoke this election for all or a portion of the payments on the certificated notes, the holder
must send written notice to the paying agent at least five business days prior to the applicable record date,
for payment of interest; or at least ten calendar days prior to the maturity date or any redemption or
repayment date, for payments of principal. If the holder does not elect to be paid in U.S. dollars, the
paying agent will pay the principal, premium, if any, or interest, if any, on the certificated notes:

e by wire transfer of immediately available funds in the specified currency to the holder’s
account at a bank located outside the United States, and in the case of a note payable in euro,
in a country for which the euro is the lawful currency, if the paying agent has received the
holder’s written wire transfer instructions not less than 15 calendar days prior to the
applicable payment date; or

e Dby check payable in the specified currency mailed to the address of the person entitled to
payment that is specified in the note register, if the holder has not provided wire instructions.
However, the paying agent will pay only the principal of the certificated notes, any premium
and interest, if any, due at maturity, or on any redemption or repayment date, upon surrender
of the certificated notes at the office or agency of the paying agent.

Determination of Exchange Rate for Payments in U.S. Dollars for Notes Denominated in a
Foreign Currency. The exchange rate agent identified in the relevant pricing supplement will convert
the specified currency into U.S. dollars for holders who elect to receive payments in U.S. dollars and for
beneficial owners of book-entry notes that do not follow the procedures we have described immediately
above. The conversion will be based on the highest bid quotation in the City of New York received by
the exchange rate agent at approximately 11:00 a.m., New York City time, on the second business day
preceding the applicable payment date from three recognized foreign exchange dealers for the purchase
by the quoting dealer:

o ofthe specified currency for U.S. dollars for settlement on the payment date;

e in the aggregate amount of the specified currency payable to those holders or beneficial
owners of notes; and
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e at which the applicable dealer commits to execute a contract.

One of the dealers providing quotations may be the exchange rate agent unless the exchange rate
agent is our affiliate. If those bid quotations are not available, payments will be made in the specified
currency. The holders or beneficial owners of notes will pay all currency exchange costs by deductions
from the amounts payable on the notes.

Unavailability of Foreign Currency. The relevant specified currency may not be available to us
for making payments of principal of, premium, if any, or interest, if any, on any note. This could occur
due to the imposition of exchange controls or other circumstances beyond our control or if the specified
currency is no longer used by the government of the country issuing that currency or by public institutions
within the international banking community for the settlement of transactions. If the specified currency is
unavailable, we may satisfy our obligations to holders of the notes by making those payments on the date
of payment in U.S. dollars on the basis of the noon dollar buying rate in the City of New York for cable
transfers of the currency or currencies in which a payment on any note was to be made, published by the
Federal Reserve Bank of New York, which we refer to as the “market exchange rate.” If that rate of
exchange is not then available or is not published for a particular payment currency, the market exchange
rate will be based on the highest bid quotation in the City of New York received by the exchange rate
agent at approximately 11:00 a.m., New York City time, on the second business day preceding the
applicable payment date from three recognized foreign exchange dealers for the purchase by the quoting
dealer:

e of the specified currency for U.S. dollars for settlement on the payment date;

e in the aggregate amount of the specified currency payable to those holders or beneficial
owners of notes; and

e at which the applicable dealer commits to execute a contract.

One of the dealers providing quotations may be the exchange rate agent unless the exchange rate
agent is our affiliate. If those bid quotations are not available, the exchange rate agent will determine the
market exchange rate at its sole discretion.

These provisions do not apply in the event that a specified currency is unavailable because it has
been replaced by the euro. If the euro has been substituted for a specified currency, we may at our option,
or will, if required by applicable law, without the consent of the holders of the affected notes, pay the
principal of, premium, if any, or interest, if any, on any note denominated in the specified currency in
euro instead of the specified currency, in conformity with legally applicable measures taken pursuant to,
or by virtue of, the Treaty establishing the European Community, as amended by the Treaty on European
Union. Any payment made in U.S. dollars or in euro as described above where the required payment is in
an unavailable specified currency will not constitute an event of default.

Fixed-Rate Notes

Each fixed-rate note will bear interest from the date of issuance at the annual rate stated on its
face until the principal is paid or made available for payment.

How Interest Is Calculated. Interest on fixed-rate notes will be computed on the basis of a 360-
day year of twelve 30-day months.
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How Interest Accrues. Interest on fixed-rate notes will accrue from and including the most
recent interest payment date to which interest has been paid or duly provided for, or, if no interest has
been paid or duly provided for, from and including the issue date or any other date specified in a pricing
supplement on which interest begins to accrue. Interest will accrue to but excluding the next interest
payment date, or, if earlier, the date on which the principal has been paid or duly made available for
payment, except as described below under “—If a Payment Date Is Not a Business Day.”

When Interest Is Paid. Payments of interest on fixed-rate notes will be made on the interest
payment dates specified in the applicable pricing supplement. However, if the first interest payment date
is less than 15 days after the date of issuance, interest will not be paid on the first interest payment date,
but will be paid on the second interest payment date.

Amount of Interest Payable. Interest payments for fixed-rate notes will include accrued interest
from and including the date of issue or from and including the last date in respect of which interest has
been paid, as the case may be, to but excluding the relevant interest payment date, maturity date or date of
earlier redemption or repayment, as the case may be.

If a Payment Date Is Not a Business Day. If any scheduled interest payment date is not a
business day, we will pay interest on the next business day, but interest on that payment will not accrue
during the period from and after the scheduled interest payment date. If the scheduled maturity date or
date of redemption or repayment is not a business day, we may pay interest, if any, and principal and
premium, if any, on the next succeeding business day, but interest on that payment will not accrue during
the period from and after the scheduled maturity date or date of redemption or repayment.

Floating-Rate Notes

Each floating-rate note will mature on the date specified in the applicable pricing supplement and
will bear interest at a floating rate determined by reference to an interest rate or interest rate formula,
which we refer to as the “base rate.” The base rate may be one or more of the following (each as defined
herein):

the CMS rate,

o the CMT rate,

e the commercial paper rate,

e the eleventh district cost of funds rate,
e FEURIBOR,

e the federal funds (effective) rate,

e the federal funds (open) rate,

e LIBOR,

e the prime rate,

e the treasury rate, or

e any other rate or interest rate formula specified in the applicable pricing supplement and in
the floating-rate note.
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Formula for Interest Rates. The interest rate on each floating-rate note will be calculated by
reference to:

e the specified base rate based on the index maturity,
e plus or minus the spread, if any, and/or

e multiplied by the spread multiplier, if any.

For any floating-rate note, “index maturity” means the period of maturity of the instrument or
obligation from which the base rate is calculated and will be specified in the applicable pricing
supplement. The “spread” is the number of basis points (one one-hundredth of a percentage point)
specified in the applicable pricing supplement to be added to or subtracted from the base rate for a
floating-rate note. The “spread multiplier” is the percentage specified in the applicable pricing
supplement to be applied to the base rate for a floating-rate note. The interest rate on any inverse
floating-rate note will also be calculated by reference to a fixed rate.

Limitations on Interest Rate. If set forth in the applicable pricing supplement, a floating-rate
note may also have either or both of the following limitations on the interest rate:

e a maximum limitation (or “ceiling” or “cap”) on the rate of interest which may accrue during
any interest period, which we refer to as the “maximum interest rate”’; and/or

e a minimum limitation (or “floor”) on the rate of interest that may accrue during any interest
period, which we refer to as the “minimum interest rate.”

In addition, the interest rate on a floating-rate note may not be higher than the maximum rate
permitted by New York law, as that rate may be modified by United States law of general application.
Under current New York law, the maximum rate of interest, subject to some exceptions, for any loan in
an amount less than $250,000 is 16% and for any loan in the amount of $250,000 or more but less than
$2,500,000 is 25% per annum on a simple interest basis. These limits do not apply to loans of $2,500,000
or more.

How Floating Interest Rates Are Reset. The interest rate in effect from the date of issue (or
any other date specified in a pricing supplement on which interest begins to accrue) to the first interest
reset date for a floating-rate note will be the initial interest rate specified in the applicable pricing
supplement. We refer to this rate as the “initial interest rate.” The interest rate on each floating-rate note
may be reset daily, weekly, monthly, quarterly, semiannually or annually, as provided in the applicable
pricing supplement. This period is the “interest reset period” and the first day of each interest reset period
is the “interest reset date.”

Unless otherwise specified in the applicable pricing supplement, if an interest reset date for any
floating rate note falls on a day that is not a business day, it will be postponed to the following business
day, except that, in the case of (i) a LIBOR note, (ii) EURIBOR note or (iii) a federal funds rate note, if
that business day is in the next calendar month, the interest reset date will instead be the immediately
preceding business day. If an auction of direct obligations of U.S. Treasury bills falls on a day that is an
interest reset date for treasury rate notes, the interest reset date will be the immediately following business
day.
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The rate of interest that goes into effect on any interest reset date will be determined by the
calculation agent by reference to a particular date called an “interest determination date”. Unless
otherwise specified in the applicable pricing supplement:

e For federal funds (open) rate notes, the interest determination date relating to a particular
interest reset date will be the same day as the interest reset date.

e For prime rate notes and federal funds (effective) rate notes, the interest determination date
relating to a particular interest reset date will be the first business day preceding the interest
reset date.

e For commercial paper rate notes, the interest determination date relating to a particular
interest reset date will be the second business day preceding the interest reset date.

e For CMS and CMT rate notes, the interest determination date relating to a particular interest
reset date will be the second U.S. Government Securities Business Day before that interest
reset date.

e For EURIBOR notes, the interest determination date relating to a particular interest reset date
will be the second TARGET Settlement Day before the interest reset date.

e For LIBOR notes, the interest determination date relating to a particular interest reset date
will be the second London banking day before the interest reset date, unless the index
currency is pounds sterling, in which case the interest determination date will be the interest
reset date.

e For treasury rate notes, the interest determination date for a particular interest reset date will
be the day of the week in which the interest reset date falls on which treasury securities would
normally be auctioned. Treasury securities are normally sold at auction on Monday of each
week unless that day is a legal holiday. In that case the auction is normally held on the
following Tuesday, except that the auction may be held on the preceding Friday. If, as the
result of a legal holiday, an auction is held on the preceding Friday, that Friday will be the
treasury rate interest determination date pertaining to the interest reset date falling in the next
week.

e For cleventh district cost of funds rate notes, the interest determination date relating to a
particular interest reset date will be the last working day, in the first calendar month before
that interest reset date, on which the Federal Home Loan Bank of San Francisco publishes the
monthly average cost of funds paid by a member institutions of the Eleventh Federal Home
Loan Bank District for the second calendar month before that interest reset date.

The interest rate in effect for the ten calendar days immediately prior to maturity, redemption or
repayment will be the one in effect on the tenth calendar day preceding the maturity, redemption or
repayment date. In the detailed descriptions of the various base rates which follow, the “calculation date”
pertaining to an interest determination date means the earlier of (i) the tenth calendar day after that
interest determination date, or, if that day is not a business day, the next succeeding business day, and (ii)
the business day immediately preceding the applicable interest payment date or maturity date or, for any
principal amount to be redeemed or repaid, any redemption or repayment date.

“U.S. Government Securities Business Day” means any day that is not a Saturday, a Sunday or a
day on which The Securities Industry and Financial Markets Association’s U.S. holiday schedule
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recommends that the fixed income departments of its members be closed for the entire day for purposes
of trading in U.S. government securities.

How Interest Is Calculated. Interest on floating-rate notes will accrue from and including the
most recent interest payment date to which interest has been paid or duly provided for, or, if no interest
has been paid or duly provided for, from and including the issue date or any other date specified in a
pricing supplement on which interest begins to accrue. Interest will accrue to but excluding the next
interest payment date or, if earlier, the date on which the principal has been paid or duly made available
for payment, except as described below under “—If a Payment Date Is Not a Business Day.” Unless
specified otherwise in the applicable pricing supplement, the calculation agent for any issue of floating-
rate notes will be HSBC Bank USA, National Association, an affiliate of HSBC. Upon the request of the
holder of any floating-rate note, the calculation agent will provide the interest rate then in effect and, if
determined, the interest rate that will become effective on the next interest reset date for that floating-rate
note.

For a floating-rate note, accrued interest will be calculated by multiplying the principal amount of
the floating-rate note by an accrued interest factor. Unless otherwise specified in the applicable pricing
supplement, this accrued interest factor will be computed by adding the interest factors calculated for each
day in the period for which interest is being paid. The interest factor for each day is computed by
dividing the interest rate applicable to that day: by 360 in the case of CMS rate notes, commercial paper
rate notes, eleventh district cost of funds rate notes, EURIBOR notes, federal funds rate notes, prime rate
notes, and LIBOR notes (except for LIBOR notes denominated in pounds sterling); and by 365 (or the
actual number of days in the year) in the case of CMT rate notes, treasury rate notes, and LIBOR notes
denominated in pounds sterling.

For these calculations, the interest rate in effect on any interest reset date will be the applicable
rate as reset on that date. The interest rate applicable to any other day is the interest rate from the
immediately preceding interest reset date or, if none, the initial interest rate.

All percentages used in or resulting from any calculation of the rate of interest on a floating-rate
note will be rounded, if necessary, to the nearest one hundred-thousandth of a percentage point (with
0.000005% rounded up to 0.00001%), and all U.S. dollar amounts used in or resulting from these
calculations on floating-rate notes will be rounded to the nearest cent (with one-half cent rounded
upward). All Japanese Yen amounts used in or resulting from these calculations will be rounded
downward to the next lower whole Japanese Yen amount. All amounts denominated in any other
currency used in or resulting from these calculations will be rounded to the nearest two decimal places in
that currency with 0.005 rounded upward to 0.01.

When Interest Is Paid. We will pay interest on floating-rate notes on the interest payment dates
specified in the applicable pricing supplement. However, if the first interest payment date is less than 15
days after the date of issuance, interest will not be paid on the first interest payment date, but will be paid
on the second interest payment date.

If a Payment Date Is Not a Business Day. If any scheduled interest payment date, other than
the maturity date or any earlier redemption or repayment date, for any floating-rate note falls on a day that
is not a business day, it will be postponed to the following business day, except that, in the case of a
LIBOR note, if that business day would fall in the next calendar month, the interest payment date will be
the immediately preceding business day. If the scheduled maturity date or any earlier redemption or
repayment date of a floating-rate note falls on a day that is not a business day, the payment of principal,
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premium, if any, and interest, if any, will be made on the next succeeding business day, but interest on
that payment will not accrue during the period from and after the maturity, redemption or repayment date.

CMS Rate Notes

CMS rate notes will bear interest at the interest rates specified in the CMS rate notes and in the
applicable pricing supplement. That interest rate will be based on the CMS rate and any spread and/or
spread multiplier and will be subject to the minimum interest rate and the maximum interest rate, if any.

Unless otherwise set forth in the applicable pricing supplement, the “CMS rate” means, on any
day during an interest payment period, the rate for U.S. dollar swaps with the index maturity as provided
in the applicable pricing supplement, expressed as a percentage, which such rate appears on Reuters
screen “ISDAFIX1” page as of 11:00 a.m., New York City time, on the related interest determination
date. The following procedures will be used if the CMS rate cannot be determined as described above:

e [fthat information is no longer displayed on the relevant page, or if not displayed by 11:00
a.m., New York City time, on the applicable interest determination date, then the CMS rate
will be a percentage determined on the basis of the mid-market, semi-annual swap rate
quotations provided by five leading swap dealers in the New York City interbank market at
approximately 11:00 a.m., New York City time, on the applicable interest determination date.
For this purpose, the semi-annual swap rate means the mean of the bid and offered rates for
the semi-annual fixed leg, calculated on a 30/360 day count basis, of a fixed-for-floating U.S.
dollar interest rate swap transaction with a term equal to the maturity of the notes designated
in the applicable pricing supplement commencing on that interest determination date, in a
Representative Amount with an acknowledged dealer of good credit in the swap market,
where the floating leg, calculated on an Actual/360 day count basis, is equivalent to “USD-
LIBOR-BBA” with an index maturity of three months. The calculation agent will select the
five swap dealers after consultation with us and will request the principal New York City
office of each of those dealers to provide a quotation of its rate. If at least three quotations
are provided, the CMS rate for that interest reset date will be the arithmetic mean of the
quotations, eliminating the highest (or, in the event of equality, one of the highest) and the
lowest quotation (or, in the event of equality, one of the lowest).

e If fewer than three leading swap dealers selected by the calculation agent are providing
quotations as described above, the CMS rate will remain the CMS rate in effect on that
interest determination date or, if that interest determination date is the first interest
determination date, the CMS rate will be the initial interest rate.

“Representative Amount” means an amount that, in the calculation agent’s judgment, is
representative for a single transaction in the relevant market at the relevant time.

CMT Rate Notes

CMT rate notes will bear interest at the interest rates specified in the CMT rate notes and in the
applicable pricing supplement. That interest rate will be based on the CMT rate and any spread and/or
spread multiplier and will be subject to the minimum interest rate and the maximum interest rate, if any.

Unless otherwise set forth in the applicable pricing supplement, the “CMT rate” means the rate as
set forth in H.15(519) (as defined below), opposite the caption “Treasury constant maturities” for the
Designated CMT Index Maturity, as that rate is published on the Designated CMT Reuters page, for:
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above:

e that interest determination date, if the Designated CMT Reuters page (as defined below) is
FRBCMT; and

e the week or the month, as applicable, ended immediately preceding the week or month in
which the related interest reset date occurs, if the Designated CMT Reuters page is
FEDCMT.

The following procedures will be followed if the CMT rate cannot be determined as described

e If the applicable CMT rate is FRBCMT and that rate is not displayed on the relevant
Designated CMT Reuters page by 3:30 p.m., New York City time, on the related interest
determination date, then the CMT rate for the related interest reset date will be a percentage
equal to the yield for U.S. Treasury securities at “constant maturity” for the Designated CMT
Index Maturity on the related interest reset date as set forth in H.15(519) under the caption
“Treasury constant maturities”.

e Ifthe applicable CMT rate is FEDCMT and that rate is not displayed on the relevant
Designated CMT Reuters page by 3:30 p.m., New York City time, on the related interest reset
date, then the CMT rate for the related interest reset date will be a percentage equal to the
one-week average yield for U.S. Treasury securities at “constant maturity” for the Designated
CMT Index Maturity and for the week preceding the related interest reset date as set forth in
H.15(519) opposite the caption “Treasury constant maturities”.

e If'the applicable rate described above is FRBCMT and that rate does not appear in H.15(519),
then the CMT rate for the related interest reset date will be the rate for the Designated CMT
Index Maturity as may then be published by either the Board of Governors of the Federal
Reserve System or the U.S. Department of the Treasury that the calculation agent determines
to be comparable to the rate that would otherwise have been published in H.15(519).

e If'the applicable rate described above is FEDCMT and that rate does not appear in H.15(519),
then the CMT rate for the related interest reset date will be the one-week or one-month, as
applicable, average yield for U.S. Treasury securities at “constant maturity” for the
Designated CMT Index Maturity as otherwise announced by the Federal Reserve Bank of
New York for the week or month, as applicable, preceding that interest reset date.

e Ifnone of the Board of Governors of the Federal Reserve System, the U.S. Department of the
Treasury or the Federal Reserve Bank of New York publishes a yield on U.S. Treasury
securities at a “constant maturity” for the Designated CMT Index Maturity, as described in
the two preceding paragraphs, then the applicable CMT rate on the related interest reset date
will be calculated by the calculation agent and will be a yield-to-maturity based on the
arithmetic mean of the secondary market bid prices at approximately 3:30 p.m., New York
City time, on the related interest determination date, of three leading primary U.S.
government securities dealers in New York City. The calculation agent will select five such
securities dealers, and will eliminate the highest quotation (or, in the event of equality, one of
the highest) and the lowest quotation (or, in the event of equality, one of the lowest), for U.S.
Treasury securities with an original maturity equal to the Designated CMT Index Maturity, a
remaining term to maturity of no more than one year shorter than that Designated CMT Index
Maturity and in a principal amount equal to the Representative Amount.
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e If fewer than five but more than two such prices are provided as requested, the CMT rate for
the related interest reset date will be based on the arithmetic mean of the bid prices obtained
and neither the highest nor the lowest of those quotations will be eliminated.

e Ifthe calculation agent cannot obtain three U.S. Treasury securities quotations of the kind
requested in the prior two paragraphs, the calculation agent will determine the applicable
CMT rate to be the yield to maturity based on the arithmetic mean of the secondary market
bid prices for U.S. Treasury securities, at approximately 3:30 p.m., New York City time, on
the related interest determination date of three leading primary U.S. government securities
dealers in New York City. In selecting these bid prices, the calculation agent will request
quotations from at least five of those securities dealers and will disregard the highest
quotation (or if there is equality, one of the highest) and the lowest quotation (or if there is
equality, one of the lowest) for U.S. Treasury securities with an original maturity greater than
the Designated CMT Index Maturity, a remaining term to maturity closest to the Designated
CMT Index Maturity and in a Representative Amount.

e If fewer than five but more than two of the leading primary U.S. government securities
dealers provide quotes as described in the prior paragraph, then the applicable CMT rate will
be based on the arithmetic mean of the bid prices obtained, and neither the highest nor the
lowest of those quotations will be eliminated.

e If two bid prices with an original maturity as described above have remaining terms to
maturity equally close to the Designated CMT Maturity Index, the quotes for the U.S.
Treasury security with the shorter original term to maturity will be used.

e If fewer than three leading primary U.S. government securities reference dealers selected by
the calculation agent provide quotes as described above, the CMT rate will remain the CMT
rate for the immediately preceding interest reset period, or, if there was no interest reset
period, the rate of interest payable will be the initial interest rate.

“Designated CMT Reuters page” means the display on Thomson Reuters, or any successor
service (“Reuters”), on the page designated in the applicable pricing supplement or any other page as may
replace that page on that service for the purpose of displaying Treasury constant maturities as reported in
H.15(519). If no page is specified in the applicable pricing supplement the Designated CMT Reuters
page will be FEDCMT, for the most recent week.

“H.15(519)” means the weekly statistical release designated as such, or any successor
publication, published by the Board of Governors of the Federal Reserve System, available through the
world-wide-web site of the Board of Governors of the Federal Reserve System at
http://www.federalreserve.gov/releases/H15/current/ or any successor site or publication. We make no
representation or warranty as to the accuracy or completeness of the information displayed on that
website, and that information is not incorporated by reference herein and should not be considered a part
of this prospectus supplement.

“Designated CMT Index Maturity” means the original period to maturity of the U.S. Treasury
securities, which is either 1, 2, 3, 5, 7, 10, 20 or 30 years, specified in the applicable pricing supplement
for which the CMT rate will be calculated. If no maturity is specified in the applicable pricing
supplement the Designated CMT Index Maturity will be two years.
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Commercial Paper Rate Notes

Commercial paper rate notes will bear interest at the interest rates specified in the commercial
paper rate notes and in the applicable pricing supplement. Those interest rates will be based on the
commercial paper rate and any spread and/or spread multiplier and will be subject to the minimum
interest rate and the maximum interest rate, if any.

Unless otherwise set forth in the applicable pricing supplement, the “commercial paper rate”
means, for any interest determination date, the money market yield, calculated as described below, of the
rate on that date for commercial paper having the index maturity specified in the applicable pricing
supplement, as that rate is published in H.15(519), under the heading “Commercial Paper—
Nonfinancial”. The following procedures will be followed if the commercial paper rate cannot be
determined as described above:

e If'the above rate is not published by 3:00 p.m., New York City time, on the calculation date,
then the commercial paper rate will be the money market yield of the rate on that interest
determination date for commercial paper of the index maturity specified in the applicable
pricing supplement as published in the H.15 Daily Update or another recognized electronic
source used for the purpose of displaying the applicable rate, under the heading “Commercial
Paper—Nonfinancial.”

e Ifby 3:00 p.m., New York City time, on that calculation date the rate is not yet published in
either H.15(519) or the H.15 Daily Update or other recognized electronic source used for the
purpose of displaying the applicable rate, then the calculation agent will determine the
commercial paper rate to be the money market yield of the arithmetic mean of the offered
rates as of 11:00 a.m., New York City time, on that interest determination date of three
leading dealers of U.S. dollar commercial paper in The City of New York, which may include
the agents and their affiliates, selected by the calculation agent, after consultation with us, for
commercial paper of the index maturity specified in the applicable pricing supplement, placed
for an industrial issuer whose bond rating is “AA” or the equivalent by a nationally
recognized rating agency.

e If fewer than three dealers selected by the calculation agent are quoting offered rates as set
forth above, the commercial paper rate for that interest determination date will remain the
commercial paper rate for the immediately preceding interest reset period, or, if there was no
interest reset period, the rate of interest payable will be the initial interest rate.

The “money market yield” will be a yield calculated in accordance with the following formula:

ket yield = (D x 360) x 100
money market yield = -0 D x M)

where, “D” refers to the applicable per annum rate for commercial paper quoted on a bank discount basis

and expressed as a decimal and “M” refers to the actual number of days in the interest payment period for
which interest is being calculated.

S-23



Eleventh District Cost of Funds Notes

Eleventh district cost of funds rate notes will bear interest at the interest rates specified in the
eleventh district cost of funds rate notes and in the applicable pricing supplement. Those interest rates
will be based on the eleventh district cost of funds rate and any spread and/or spread multiplier and will
be subject to the minimum interest rate and the maximum interest rate, if any.

Unless otherwise set forth in the applicable pricing supplement, the “eleventh district cost of
funds rate” means, for any interest determination date, the rate on the applicable interest determination
date equal to the monthly weighted average cost of funds for the calendar month preceding the interest
determination date as displayed under the caption “11™ DIST COFI” on Reuters page COFI/ARMS.
“Reuters page COFI/ARMS” means the display page designated as page COFI/ARMS on Reuters, or any
successor page, for the purpose of displaying the monthly weighted average cost of funds paid by member
institutions of the Eleventh Federal Home Loan Bank District. The following procedures will be
followed if the eleventh district cost of funds rate cannot be determined as described above:

e [fthe above rate is not displayed by 3:00 p.m., New York City time, on the calculation date
for the applicable interest determination date, the eleventh district cost of funds rate will be
the eleventh district cost of funds rate index (as defined below) on the applicable interest
determination date.

e Ifthe Federal Home Loan Bank of San Francisco fails to announce the rate for the calendar
month next preceding the applicable interest determination date, then the eleventh district
cost of funds rate for the new interest reset period will be the same as for the immediately
preceding period. If there was no such interest reset period, the eleventh district cost of funds
rate index will be the initial interest rate.

The “eleventh district cost of funds rate index” means the monthly weighted average cost of
funds paid by member institutions of the Eleventh Federal Home Loan Bank District that the Federal
Home Loan Bank of San Francisco most recently announced as the cost of funds for the calendar month
immediately preceding the date of the announcement.

EURIBOR Notes

EURIBOR notes will bear interest at the interest rates specified in the EURIBOR notes and in the
applicable pricing supplement. Those interest rates will be based on the EURIBOR and any spread and/or
spread multiplier and will be subject to the minimum interest rate and the maximum interest rate, if any.

Unless otherwise set forth in the applicable pricing supplement, “EURIBOR” means, for any
interest determination date, the rate for deposits in euros as sponsored, calculated and published jointly by
the European Banking Federation and ACI—The Financial Market Association, or any company
established by the joint sponsors for purposes of establishing, compiling and publishing those rates, for
the index maturity specified in the applicable pricing supplement as that rate appears on the display on
Reuters on page EURIBORO1 or any successor page on that service, which is commonly referred to as
“Reuters page EURIBORO01”, as of 11:00 a.m., Brussels time. The following procedures will be followed
if the rate cannot be determined as described above:

e If'the above rate does not appear on Reuters page EURIBORO1 as of 11:00 a.m., Brussels
time, the calculation agent will request the principal Euro-zone office of each of four major
banks in the Euro-zone interbank market, as selected by the calculation agent, after
consultation with us, to provide the calculation agent with its offered rate for deposits in
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euros, at approximately 11:00 a.m., Brussels time, on the interest determination date, to prime
banks in the Euro-zone interbank market for the index maturity specified in the applicable
pricing supplement commencing on the applicable interest reset date, and in a principal
amount not less than the equivalent of US$1 million in euro that is representative of a single
transaction in euro, in that market at that time. If two or more quotations are provided,
EURIBOR will be the arithmetic mean of those quotations.

e If fewer than two quotations are provided as described above, EURIBOR will be the
arithmetic mean of the rates quoted by four major banks in the Euro-zone interbank market,
as selected by the calculation agent, after consultation with us, at approximately 11:00 a.m.,
Brussels time, on the applicable interest reset date for loans in euro to leading European
banks for a period of time equivalent to the index maturity specified in the applicable pricing
supplement commencing on that interest reset date in a principal amount not less than the
equivalent of US$1 million in euro that is representative of a single transaction in euro, in that
market at that time.

e If fewer than three banks so selected by the calculation agent are quoting as set forth above,
EURIBOR for that interest determination date will remain EURIBOR for the immediately
preceding interest reset period, or, if there was no interest reset period, the rate of interest
payable will be the initial interest rate.

“Euro-zone” means the region comprising member states of the European Union that have
adopted the single currency in accordance with the relevant treaty of the European Union, as amended.

Federal Funds (Effective) Rate Notes

Federal funds (effective) rate notes will bear interest at the interest rates specified in the federal
funds (effective) rate notes and in the applicable pricing supplement. Those interest rates will be based on
the federal funds (effective) rate and any spread and/or spread multiplier and will be subject to the
minimum interest rate and the maximum interest rate, if any.

Unless otherwise set forth in the applicable pricing supplement, the “federal funds (effective)
rate” means, for any interest determination date, the rate on that date for federal funds as published in
H.15(519) opposite the heading “Federal funds (effective)” as displayed on Reuters on page
FEDFUNDSI or any successor page on that service, which is commonly referred to as “Reuters Page
FEDFUNDSI1,” under the caption “EFFECT.” The following procedures will be followed if the federal
funds (effective) rate cannot be determined as described above:

e Ifthe above rate does not appear on Reuters page FEDFUNDSI or is not yet published by
3:00 p.m., New York City time, on the calculation date, the federal funds (effective) rate will
be the rate on that interest determination date as published in the H.15 Daily Update, or other
recognized electronic source used for the purpose of displaying the applicable rate, opposite
the heading “Federal funds (effective)”

e [fthe above rate is not yet published in either H.15(519) or the H.15 Daily Update by 3:00
p.m., New York City time, on the calculation date, the calculation agent will determine the
federal funds (effective) rate to be the arithmetic mean of the rates for the last transaction in
overnight U.S. dollar federal funds by each of three leading brokers of U.S. dollar federal
funds transactions in the City of New York, which may include the agents and their affiliates,
selected by the calculation agent, after consultation with us, prior to 9:00 a.m., New York
City time, on that interest determination date.
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e If fewer than three brokers selected by the calculation agent are quoting as set forth above,
the federal funds rate for that interest determination date will remain the federal funds
(effective) rate for the immediately preceding interest reset period, or, if there was no interest
reset period, the rate of interest payable will be the initial interest rate.

Federal Funds (Open) Rate Notes

Federal funds (open) rate notes will bear interest at the interest rates specified in the federal funds
(open) rate notes and in the applicable pricing supplement. Those interest rates will be based on the
federal funds (open) rate and any spread and/or spread multiplier and will be subject to the minimum
interest rate and the maximum interest rate, if any.

Unless otherwise set forth in the applicable pricing supplement, the “federal funds (open) rate”
means, for any interest determination date, the rate on that date for federal funds opposite the caption
“Open,” as displayed Reuters on page 5 or any successor page on that service, which is commonly
referred to as “Reuters Page 5.” The following procedures will be followed if the federal funds (open) rate
cannot be determined as described above:

e Ifthe above rate does not appear on Reuters page 5 or is not yet published by 3:00 p.m., New
York City time, on the calculation date, the federal funds (open) rate will be the rate on that
interest determination date as published on Bloomberg, L.P. (“Bloomberg”) on FFPREBON
Index page, which is the Fed Funds Opening Rate as reported by Prebon Yamane (or a
successor) on Bloomberg.

e If'the above rate is not yet published on either Reuters page 5 or FFPREBON Index on
Bloomberg, or other recognized electronic source used for the purpose of displaying the
applicable rate, by 3:00 p.m., New York City time, on the calculation date, the calculation
agent will determine the federal funds (open) rate to be the arithmetic mean of the rates for
the last transaction in overnight U.S. dollar federal funds by each of three leading brokers of
U.S. dollar federal funds transactions in The City of New York, which may include the agents
and their affiliates, selected by the calculation agent, after consultation with us, prior to 9:00
a.m., New York City time, on that interest determination date.

o If fewer than three brokers selected by the calculation agent are quoting as set forth above,
the federal funds rate for that interest determination date will remain the federal funds (open)
rate for the immediately preceding interest reset period, or, if there was no interest reset
period, the rate of interest payable will be the initial interest rate.

LIBOR Notes

LIBOR notes will bear interest at the interest rates specified in the LIBOR notes and in the
applicable pricing supplement. That interest rate will be based on London Interbank Offered Rate, which
is commonly referred to as “LIBOR,” and any spread and/or spread multiplier and will be subject to the
minimum interest rate and the maximum interest rate, if any. “LIBOR” means, for any interest
determination date, the offered rate that appears on the Designated LIBOR page at approximately 11:00
a.m., London time, on that interest determination date, for deposits having the index maturity and index
currency specified in the applicable pricing supplement, commencing on the relevant interest reset date.

e Ifthe rate described above does not so appear on the Designated LIBOR page, then the
calculation agent will request the principal London offices of each of four major reference
banks in the London interbank market, as selected by the calculation agent after consultation
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with us, to provide the calculation agent with its offered quotation for deposits in the index
currency for the period of the index maturity specified in the applicable pricing supplement to
prime banks in the London interbank market at approximately 11:00 a.m., London time, on
that interest determination date, commencing on the related interest reset date and in a
Representative Amount. If at least two quotations are provided, LIBOR determined on that
interest determination date will be the arithmetic mean of those quotations.

e If fewer than two quotations are so provided, LIBOR will be determined for the applicable
interest reset date as the arithmetic mean of the rates quoted at approximately 11:00 a.m., or
some other time specified in the applicable pricing supplement, in the applicable principal
financial center for the country of the index currency on that interest reset date, by three
major banks in that principal financial center selected by the calculation agent, after
consultation with us, for loans in the index currency to leading European banks, having the
index maturity specified in the applicable pricing supplement and in a Representative
Amount.

e If the banks so selected by the calculation agent are not quoting as set forth above, LIBOR for
that interest determination date will remain LIBOR for the immediately preceding interest
reset period, or, if there was no interest reset period, the rate of interest payable will be the
initial interest rate.

The “index currency” means the currency specified in the applicable pricing supplement as the
currency for which LIBOR will be calculated, or, if the euro is substituted for that currency, the index
currency will be the euro. If that currency is not specified in the applicable pricing supplement, then the
index currency will be U.S. dollars.

If the index maturity is not specified in the applicable pricing supplement, then the index maturity
will be three months.

“Designated LIBOR Page” means the display on Reuters on page LIBOR0O1 or LIBORO02, as
specified in the applicable pricing supplement, or any other page as may replace that page on that service,
for the purpose of displaying the London interbank rates of major banks for the applicable index currency.

“Principal financial center” means the capital city of the country to which the Index Currency, if
applicable, relates, except, in each case, that with respect to United States dollars, Australian dollars,
Canadian dollars, euro, New Zealand dollars, South African rand and Swiss francs, the “principal
financial center” shall be New York City, Sydney, Toronto, London, Wellington, Johannesburg and
Zurich, respectively.

Prime Rate Notes

Prime rate notes will bear interest at the interest rates specified in the prime rate notes and in the
applicable pricing supplement. Those interest rates will be based on the prime rate and any spread and/or
spread multiplier and will be subject to the minimum interest rate and the maximum interest rate, if any.

Unless otherwise set forth in the applicable pricing supplement, the “prime rate” means, for any
interest determination date, the rate on that date as published in H.15(519) opposite the heading “Bank
prime loan”. The following procedures will be followed if the prime rate cannot be determined as
described above:
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If the above rate is not published by 3:00 p.m., New York City time, on the calculation date,
then the prime rate will be the rate on that interest determination date as published in H.15
Daily Update opposite the heading “Bank prime loan.”

If the rate is not published in either H.15(519) or the H.15 Daily Update by 3:00 p.m., New
York City time, on the calculation date, then the calculation agent will determine the prime
rate to be the arithmetic mean of the rates of interest publicly announced by each of the
various banks that appear on the Reuters page USPRIMEI, as defined below, as each such
bank’s prime rate or base lending rate as in effect for that interest determination date.

If fewer than four rates appear on the Reuters page USPRIME]1 by 3:00 p.m., New York City
time, for that interest determination date, the calculation agent will determine the prime rate
to be the arithmetic mean of the prime rates quoted on the basis of the actual number of days
in the year divided by 360 as of the close of business on that interest determination date by at
least three major banks in The City of New York, which may include affiliates of the agents,
selected by the calculation agent, after consultation with us.

If fewer than three banks selected by the calculation agent are quoting as set forth above, the
prime rate for that interest determination date will remain the prime rate for the immediately
preceding interest reset period, or, if there was no interest reset period, the rate of interest
payable will be the initial interest rate.

“Reuters page USPRIME1” means the display designated as page “USPRIME1” on Reuters, or
any successor page on that service for the purpose of displaying prime rates or base lending rates of major

U.S. banks.

Treasury Rate Notes

Treasury rate notes will bear interest at the interest rates specified in the treasury rate notes and in
the applicable pricing supplement. Those interest rates will be based on the treasury rate and any spread
and/or spread multiplier and will be subject to the minimum interest rate and the maximum interest rate, if

any.

Unless otherwise set forth in the applicable pricing supplement, the “Treasury rate” means:

the rate from the auction held on the applicable interest determination date, which we refer to
as the “auction”, of direct obligations of the United States, which are commonly referred to as
“Treasury Bills”, having the index maturity specified in the applicable pricing supplement as
that rate appears under the caption “INVEST RATE” on the display on Reuters on page
USAUCTIONI10 or any successor page on that service, which we refer to as “Reuters page
USAUCTION10”, or page USAUCTIONI11 or any successor page on that service, which we
refer to as “Reuters page USAUCTION117; or

if the rate described in the prior paragraph is not published by 3:00 p.m., New York City
time, on the related calculation date, the bond equivalent yield of the auction rate of the
applicable Treasury Bills, announced by the U.S. Department of the Treasury; or

if the rate referred to in the prior paragraph is not announced by the U.S. Department of the
Treasury, or if the auction is not held, the bond equivalent yield of the rate on the applicable
interest determination date of Treasury Bills having the index maturity specified in the
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applicable pricing supplement published in H.15(519) under the caption “U.S. government
securities/ Treasury bills/ secondary market”; or

e if the rate referred to in the prior paragraph is not so published by 3:00 p.m., New York City
time, on the related calculation date, the rate on the applicable interest determination date of
the applicable Treasury Bills as published in H.15 Daily Update, or other recognized
electronic source used for the purpose of displaying the applicable rate, under the caption
“U.S. government securities/Treasury bills/secondary market”; or

e if the rate referred to in the prior paragraph is not so published by 3:00 p.m., New York City
time, on the related calculation date, the rate on the applicable interest determination date
calculated by the calculation agent as the bond equivalent yield of the arithmetic mean of the
secondary market bid rates, as of approximately 3:30 p.m., New York City time, on the
applicable interest determination date, of three primary U.S. government securities dealers,
which may include the agents and their affiliates, selected by the calculation agent, for the
issue of Treasury Bills with a remaining maturity closest to the index maturity specified in the
applicable pricing supplement; or

o if the dealers selected by the calculation agent are not quoting as set forth above, the Treasury
rate for that interest determination date will remain the Treasury rate for the immediately
preceding interest reset period, or, if there was no interest reset period, the rate of interest
payable will be the initial interest rate.

The “bond equivalent yield” means a yield calculated in accordance with the following formula
and expressed as a percentage:

. . (D XN)
bond equivalent yield = x 100

360 — (D x M)

where, “D” refers to the applicable per annum rate for Treasury Bills quoted on a bank discount basis,
“N” refers to 365 or 366, as applicable, and “M” refers to the actual number of days in the interest
payment period for which interest is being calculated.

Currency-Linked Notes

We may issue notes with the principal amount payable on any principal payment date and/or the
amount of interest payable on any interest payment date to be determined by reference to the value of one
or more currencies as compared to the value of one or more other currencies, which we refer to as
“currency-linked notes.” The applicable pricing supplement will specify the following:

e information as to the one or more currencies to which the principal amount payable on any
principal payment date or the amount of interest payable on any interest payment date is
linked or indexed;

e the currency in which the face amount of the currency-linked note is denominated, which we
refer to as the “denominated currency”;

e the currency in which principal on the currency-linked note will be paid, which we refer to as
the “payment currency”’;
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e the interest rate per annum and the dates on which we will make interest payments;

e specific historic exchange rate information and any currency risks relating to the specific
currencies selected; and

e additional tax considerations, if any.

The denominated currency and the payment currency may be the same currency or different
currencies. Interest on currency-linked notes will be paid in the denominated currency.

Notes Linked to Commodities, Interest Rates, Consumer Prices, Single Securities, Baskets of
Securities, Indices and other Quantitative Measures

We may issue notes for which the principal amount payable on the maturity date and/or the
amount of interest payable on any interest payment date is determined by reference to one or more
commodities, interest rates, consumer prices, single debt or equity securities, baskets of debt or equity
securities or an index or indices of such securities, quantitative measures associated with an occurrence or
non-occurrence of a particular event, extent of an occurrence or non-occurrence of a particular event, or
contingency associated with a commercial, financial or economic consequence, or economic or financial
indices or measures of economic or financial value or risk. These notes may include additional terms
which will be specified in the applicable pricing supplement.

Reopened Issues

Under certain limited circumstances, and at our sole discretion, we may “reopen” certain
issuances of notes. These further issuances, if any, will be consolidated to form a single series with the
notes and will have the same CUSIP number and will trade interchangeably with the notes immediately
upon settlement. Any additional issuances will increase the aggregate principal amount of the
outstanding notes of this series, plus the aggregate principal amount of any notes bearing the same CUSIP
number that are issued pursuant to (i) any 30-day option we grant to the agents, and (ii) any future
issuances of notes bearing the same CUSIP number. The price of any additional offering will be
determined at the time of pricing of such offering.

If appropriate, we will treat any additional offerings of notes as part of the same issue as the notes
for U.S. federal income tax purposes. If an additional offering of notes is treated as part of the same
issuance of notes for purposes of the regulations governing original issue discount on debt instruments,
we will treat the additional offerings of notes as having the same issue date, the same issue price and, with
respect to holders, the same adjusted issue price as the notes. Consequently, the “issue price” of any
additional offering of notes for U.S. federal income tax purposes will be the first price at which a
substantial amount of the notes were sold to the public (excluding sales to bond houses, brokers, or
similar persons or organizations acting in the capacity of underwriters, placement agents, or wholesalers).
If we treat any additional offerings of notes as part of the same issuance as the notes for U.S. federal
income tax purposes, we will disclose the treatment of any relevant accrued interest that is not otherwise
described under “U.S. Federal Income Tax Considerations” herein.

Redemptions and Repurchases of Notes

Optional Redemption. The applicable pricing supplement will indicate the terms of our option
to redeem the notes, if any. We will mail a notice of redemption to each holder or, in the case of global
notes, to the Depositary, as holder of the global notes, by first class mail, postage prepaid, at least 30 days
and not more than 60 days prior to the date fixed for redemption, or within the redemption notice period

S-30



designated in the applicable pricing supplement, to the address of each holder as that address appears in
the books maintained by the paying agent. Unless specified in the applicable pricing supplement, the
notes will not be subject to any sinking fund.

Repayment at Option of Holder. If applicable, the pricing supplement relating to each note will
indicate that the holder has the option to have us repay the note on a date or dates specified prior to its
maturity date. The repayment price will be determined as set forth in the applicable pricing supplement.
For notes issued with original issue discount, the pricing supplement will specify the amount payable
upon repayment.

Unless otherwise provided in the applicable pricing supplement, for us to repay a note, the paying
agent must receive the following at least 15 days but not more than 30 days prior to the repayment date:

e the note with the form entitled “Option to Elect Repayment” on the reverse of the note duly
completed; or

e atelegram, telex, facsimile transmission or a letter from a member of a national securities
exchange, or the Financial Industry Regulatory Authority, Inc. or a commercial bank or trust
company in the United States setting forth the name of the holder of the note, the principal
amount of the note, the principal amount of the note to be repaid, the certificate number or a
description of the tenor and terms of the note, a statement that the option to elect repayment is
being exercised and a guarantee that the note to be repaid, together with the duly completed
form entitled “Option to Elect Repayment” on the reverse of the note, will be received by the
paying agent not later than the fifth business day after the date of that telegram, telex,
facsimile transmission or letter. However, the telegram, telex, facsimile transmission or letter
will only be effective if that note and form duly completed are received by the paying agent
by the fifth business day after the date of that telegram, telex, facsimile transmission or letter.

Exercise of the repayment option by the holder of a note will be irrevocable. Unless otherwise
provided in the applicable pricing supplement, the holder may exercise the repayment option for less than
the entire principal amount of the note but, in that event, the principal amount of the note remaining
outstanding after repayment must be an authorized denomination.

Special Requirements for Optional Repayment of Global Notes. If a note is represented by a
global note, the Depositary or the Depositary’s nominee will be the holder of the note and therefore will
be the only entity that can exercise a right to repayment. In order to ensure that the Depositary’s nominee
will timely exercise a right to repayment of a particular note, the beneficial owner of the note must
instruct the broker or other direct or indirect participant through which it holds an interest in the note to
notify the Depositary of its desire to exercise a right to repayment. Different firms have different cut-off
times for accepting instructions from their customers and, accordingly, each beneficial owner should
consult the broker or other direct or indirect participant through which it holds an interest in a note in
order to ascertain the cut-off time by which an instruction must be given in order for timely notice to be
delivered to the Depositary.

Open Market Purchases. We may purchase notes at any price in the open market or otherwise.

Notes so purchased by us may, at our discretion, be held or resold or surrendered to the relevant trustee
for cancellation.
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Replacement of Notes

Upon payment by the holder of expenses that we or the trustee may incur, we may, in our
discretion replace any notes that become mutilated, destroyed, lost or stolen or are apparently destroyed,
lost or stolen. The mutilated notes must be surrendered to the trustee or the paying agent or satisfactory
evidence of the destruction, loss or theft of the notes must be delivered to us, the paying agent and the
trustee. At the expense of the holder, an indemnity that is satisfactory to us, the principal paying agent
and the trustee may be required before a replacement note will be issued.

Calculation Agent and Calculations

The calculation agent will make all determinations regarding the value of the notes at maturity,
the amount payable in respect of your notes, including any interest payment, antidilution adjustments,
market disruption events, business days, the default amount and any other calculations or determinations
to be made by the calculation agent, as specified herein, in the applicable pricing supplement or in the
prospectus. All determinations made by the calculation agent will be at the sole discretion of the
calculation agent and will be conclusive for all purposes and binding on the beneficial owners of the
Notes, absent manifest error and provided the calculation agent shall be required to act in good faith in
making any determination. Ifthe calculation agent uses its discretion to make a determination, the
calculation agent will notify the indenture trustee, who will provide notice to the registered holders of the
Notes. We may appoint a different calculation agent from time to time.
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USE OF PROCEEDS AND HEDGING

The net proceeds we receive from the sale of the notes will be used for general corporate
purposes and, in part, in connection with hedging our obligations under the notes through one or more of
our subsidiaries. The cost of hedging includes the projected profit that our affiliates expect to realize in
consideration for assuming the risks inherent in managing the hedging transactions. Because hedging our
obligations entails risk and may be influenced by market forces beyond our or our affiliates’ control, such
hedging may result in a profit that is more or less than initially projected, or could result in a loss.

On or prior to the pricing date, we, through our affiliates or others, expect to hedge our
anticipated exposure in connection with the notes by taking positions in the instrument or instruments
comprising the Reference Asset, in option or futures contracts relating to such instrument or instruments
listed on major securities or futures markets, in other types of derivative instruments relating to such
instrument or instruments, or in any other available securities, commodities or instruments that we may
wish to use in connection with such hedging. Such purchase activity could affect the initial level of the
Reference Asset, and, accordingly, the level at which the Reference Asset must close to surpass the initial
level. In addition, through our affiliates, we are likely to modify our hedge position throughout the life of
the notes, by purchasing and selling the instrument or instruments comprising the Reference Asset,
options or futures contracts relating to such instrument or instruments listed on major securities or futures
markets, other types of derivative instruments relating to such instrument or instruments or positions in
any other available securities, commodities or instruments that we may wish to use in connection with
such hedging activities. We cannot give any assurance that our hedging activities will not affect the price
of the instrument or instruments comprising the Reference Asset and, therefore, adversely affect the value
of the notes or the payment that you will receive at maturity or upon any acceleration of the notes.

S-33



CERTAIN ERISA CONSIDERATIONS

The Employee Retirement Income Security Act of 1974, as amended (“ERISA”), imposes certain
restrictions on employee benefit plans (“ERISA Plans”) that are subject to ERISA and on persons who are
fiduciaries with respect to such ERISA Plans. In accordance with the ERISA’s general fiduciary
requirements, a fiduciary with respect to any such ERISA Plan who is considering the purchase of notes
on behalf of such ERISA Plan should determine whether such purchase is permitted under the governing
ERISA Plan documents and is prudent and appropriate for the ERISA Plan in view of its overall
investment policy and the composition and diversification of its portfolio. Other provisions of ERISA
and Section 4975 of the Internal Revenue Code of 1986, as amended (the “Code”) prohibit certain
transactions between an ERISA Plan or other plan subject to Section 4975 of the Code (such plans and
ERISA Plans, “Plans”) and persons who have certain specified relationships to the Plan (“parties in
interest” within the meaning of ERISA or “disqualified persons” within the meaning of Section 4975 of
the Code). Thus, a Plan fiduciary considering the purchase of notes should consider whether such a
purchase might constitute or result in a prohibited transaction under ERISA or Section 4975 of the Code.

The Issuer or dealers selling notes may each be considered a “party in interest” or a “disqualified
person” with respect to many Plans. The issuer and several of its subsidiaries are each considered a
“disqualified person” under the Code or “party in interest” under ERISA with respect to many Plans,
although the issuer is not a “disqualified person” with respect to an individual retirement account or
“IRA” simply because the IRA is established with HSBC Securities (USA) Inc. or because HSBC
Securities (USA) Inc. provides brokerage to the IRA, and the issuer cannot be a “party in interest” to any
IRA other than certain employer-sponsored IRAs as only employer-sponsored IRAs are covered by
ERISA.

The purchase of notes by a Plan that is subject to the fiduciary responsibility provisions of ERISA
or the prohibited transaction provisions of Section 4975 of the Code (including individual retirement
accounts and other plans described in Section 4975(c)(1) of the Code) and with respect to which the
Issuer or the dealers selling notes is a party in interest or a disqualified person may constitute or result in a
prohibited transaction under ERISA or Section 4975 of the Code, unless such notes are acquired pursuant
to and in accordance with an applicable statutory or administrative exemption. Administrative
exemptions include Prohibited Transaction Class Exemption (“PTCE”) 84-14 (an exemption for certain
transactions determined by an independent qualified professional asset manager), PTCE 90-1 (an
exemption for certain transactions involving insurance company pooled separate accounts), PTCE 91-38
(an exemption for certain transactions involving bank collective investment finds), PTCE 95-60 (an
exemption for certain transactions involving life insurance general accounts) or PTCE 96-23 (an
exemption for certain transactions determined by in house investment managers).

It should also be noted that the Pension Protection Act of 2006 contains a statutory exemption
from the prohibited transaction provisions of Section 406 of ERISA and Section 4975 of the Code for
transactions involving certain parties in interest or disqualified persons who are such merely because they
are a service provider to a Plan, or because they are related to a service provider. Generally, the
exemption would be applicable if the party to the transaction with the Plan is a party in interest or a
disqualified person to the Plan but is not (i) an employer, (ii) a fiduciary who has or exercises any
discretionary authority or control with respect to the investment of the Plan assets involved in the
transaction, (iii) a fiduciary who renders investment advice (within the meaning of ERISA and Section
4975 of the Code) with respect to those assets, or (iv) an affiliate of (i), (ii) or (iii). Any Plan fiduciary
relying on this statutory exemption (Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code)
and purchasing notes on behalf of a Plan will be deemed to represent that (x) the fiduciary has made a
good faith determination that the Plan is paying no more than, and is receiving no less than, adequate
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consideration in connection with the transaction and (y) neither the Issuer nor any affiliates of the Issuer
directly or indirectly exercises any discretionary authority or control or renders investment advice (as
defined above) with respect to the assets of the Plan which such fiduciary is using to purchase the notes,
both of which are necessary preconditions to utilizing this exemption. Any purchaser that is a Plan is
encouraged to consult with counsel regarding the application of the foregoing exemptions or any other
statutory or administrative exemption.

Certain employee benefit plans, such as governmental plans (as defined in Section 3(32) of
ERISA) and, if no election has been made under Section 410(d) of the Code, church plans (as defined in
Section 3(33) of ERISA), are not subject to Section 406 of ERISA or Section 4975 of the Code.
However, such plans may be subject to the provisions of applicable federal, state or local or other laws,
rules or regulations (“Similar Law”) substantially similar to the foregoing provisions of ERISA or the
Code. Fiduciaries of such plans (“Similar Law Plans”) should consider applicable Similar Law when
investing in the notes.

By its purchase of any offered note, the purchaser or transferee thereof will be deemed to
represent, on each day from the date on which the purchaser or transferee acquires the offered note
through and including the date on which the purchaser or transferee disposes of its interest in such offered
note, either that (a) it is not a Plan, a Similar Law Plan or an entity whose underlying assets include the
assets of any Plan or Similar Law Plan or (b) its purchase, holding and disposition of such note will not
result in a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or
a non-exempt violation of Similar Law. Each purchaser and holder of the notes has exclusive
responsibility for ensuring that its purchase, holding and/or disposition of the notes does not violate the
fiduciary or prohibited transaction rules of ERISA, the Code or any Similar Laws.

In addition, any purchaser that is a Plan or is acquiring the notes on behalf of a Plan, including
any fiduciary purchasing on behalf of a Plan, will be deemed to have represented, in its corporate and its
fiduciary capacity, by its purchase and holding of the offered securities that (a) neither we, the
underwriter the trustees nor any of their respective affiliates or agents (collectively the “Seller”) is a
“fiduciary” (under Section 3(21) of ERISA, or under any final or proposed regulations thereunder, or with
respect to any Similar Law Plan) with respect to the acquisition, holding or disposition of the offered
securities, or as a result of any exercise by the Seller of any rights in connection with the offered
securities, (b) no advice provided by the Seller has formed a primary basis for any investment decision by
or on behalf of such purchaser in connection with the offered securities and the transactions contemplated
with respect to such securities, and (c) such purchaser recognizes and agrees that any communication
from the Seller to the purchaser with respect to the offered securities is not intended by the Seller to be
impartial investment advice and is rendered in its capacity as a seller of such offered securities and not a
fiduciary to such purchaser.

The sale of notes to a Plan or a Similar Law Plan is in no respect a representation by the Issuer or
any of its affiliates that such an investment meets all relevant legal requirements with respect to
investments by Plans or Similar Law Plans generally or any particular Plan or Similar Law Plan, or that
such an investment is appropriate for a Plan or a Similar Law Plan generally or any particular Plan or
Similar Law Plan.

Any person proposing to acquire any notes on behalf of a Plan or Similar Law Plan should

consult with counsel regarding the applicability of the prohibited transaction rules and the applicable
exemptions thereto and all other relevant considerations.
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The above discussion may be modified or supplemented with respect to a particular offering of
notes, including the addition of further ERISA restrictions on purchase and transfer set forth in any
applicable product supplement or pricing supplement.
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U.S. FEDERAL INCOME TAX CONSIDERATIONS

Subject to the assumptions and limitations described below, the following summary describes the
U.S. federal income tax considerations as of the date hereof of the acquisition, ownership and disposition
of the notes to beneficial owners (“holders™) purchasing notes. This summary does not discuss the tax
consequences of holding warrants, preferred stock, depositary shares, purchase contracts or units. Holders
intending to purchase notes should carefully examine the applicable pricing supplement and consult their
own tax advisors as suggested by such pricing supplement.

For purposes of this summary, a “U.S. holder” is a beneficial owner of a note that is, for U.S.
federal income tax purposes:

e an individual who is a citizen or a resident of the United States;

e a corporation (or other entity that is treated as a corporation for federal tax purposes) that is
created or organized in or under the laws of the United States or any State thereof (including
the District of Columbia);

e an estate whose income is subject to U.S. federal income taxation regardless of its source; or

e atrustifa court within the United States is able to exercise primary supervision over its
administration, and one or more United States persons, for U.S. federal income tax purposes,
have the authority to control all of its substantial decisions.

For purposes of this summary, a “non-U.S. holder” is a beneficial owner of a note that is, for U.S.
federal income tax purposes:

e anonresident alien individual;
e a foreign corporation;
e an estate whose income is not subject to U.S. federal income tax on a net income basis; or

e atrust if no court within the United States is able to exercise primary jurisdiction over its
administration or if United States persons do not have the authority to control all of its
substantial decisions.

An individual may, subject to certain exceptions, be deemed to be a resident of the United States
for U.S. federal income tax purposes by reason of being present in the United States for at least 31 days in
the calendar year and for an aggregate of at least 183 days during a three year period ending in the current
calendar year (counting for such purposes all of the days present in the current year, one third of the days
present in the immediately preceding year, and one sixth of the days present in the second preceding

year).

This summary is based on interpretations of the Internal Revenue Code of 1986, as amended (the
“Code™), regulations issued thereunder, and rulings and decisions currently in effect (or in some cases
proposed), all of which are subject to change. Any such change may be applied retroactively and may
adversely affect the U.S. federal income tax consequences described herein. This summary addresses only
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holders that purchase notes at initial issuance, and own notes as capital assets and not as part of a
“straddle,” “hedge,” “synthetic security,” or a “conversion transaction” for U.S. federal income tax
purposes or as part of some other integrated investment. This summary does not discuss all of the tax
consequences that may be relevant to particular investors or to investors subject to special treatment under
the U.S. federal income tax laws (such as banks, thrifts or other financial institutions; insurance
companies; securities dealers or brokers, or traders in securities electing mark-to-market treatment;
regulated investment companies or real estate investment trusts; small business investment companies; S
corporations; investors that hold their notes through a partnership or other entity treated as a partnership
for federal tax purposes; investors whose functional currency is not the U.S. dollar; certain former citizens
or residents of the United States; non-U.S. persons that may qualify for the benefits of a U.S. income tax
treaty; persons subject to the alternative minimum tax; retirement plans or other tax-exempt entities, or
persons holding the notes in tax-deferred or tax-advantaged accounts; or “controlled foreign corporations”
or “passive foreign investment companies” for U.S. federal income tax purposes). This summary also
does not address the tax consequences to shareholders, or other equity holders in, or beneficiaries of, a
holder, or any state, local or non-U.S. tax consequences of the purchase, ownership or disposition of the
notes. Persons considering the purchase of notes should consult their own tax advisors concerning the
application of U.S. federal income tax laws to their particular situations as well as any consequences of
the purchase, beneficial ownership and disposition of notes arising under the laws of any other taxing
jurisdiction.

In the case of notes linked to a Reference Asset, we will not attempt to ascertain whether a
Reference Asset or any of the entities whose stock is included in, or owned by, a Reference Asset, as the
case may be, would be treated as a passive foreign investment company (“PFIC”) or United States real
property holding corporation (“USRPHC”), both as defined for U.S. federal income tax purposes. If a
Reference Asset or one or more of the entities whose stock is included in, or owned by, a Reference
Asset, as the case may be, were so treated, certain adverse U.S. federal income tax consequences might
apply. You should refer to information filed with the SEC and other authorities by a Reference Asset or
entities whose stock is included in, or owned by, a Reference Asset, as the case may be, and consult your
tax advisor regarding the possible consequences to you if a Reference Asset or one or more of the entities
whose stock is included in, or owned by, a Reference Asset, as the case may be, is or becomes a PFIC or
USRPHC.

The applicable pricing supplement may contain a further discussion of the special U.S. federal
income tax consequences applicable to certain notes. The summary of the U.S. federal income tax
considerations contained in the applicable pricing supplement supersedes the following summary to the
extent it is inconsistent therewith.

PROSPECTIVE PURCHASERS OF NOTES SHOULD CONSULT THEIR TAX ADVISORS
AS TO THE FEDERAL, STATE, LOCAL, AND OTHER TAX CONSEQUENCES TO THEM OF THE
PURCHASE, OWNERSHIP AND DISPOSITION OF NOTES.

Tax Treatment of U.S. Holders

U.S. Federal Income Tax Treatment of the Notes as Indebtedness for U.S. Federal Income Tax
Purposes

Unless otherwise indicated in the applicable pricing supplement, we intend to treat the notes as
indebtedness for U.S. federal income tax purposes and except as provided below under “—Certain Notes
Treated as a Put Option and a Deposit or an Executory Contract,” the balance of this summary assumes
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that the notes are treated as indebtedness for U.S. federal income tax purposes. However, the treatment of
a note as indebtedness for U.S. federal income tax purposes depends on a number of factors, and if the
notes are not properly treated as indebtedness for U.S. federal income tax purposes, the U.S. federal
income tax treatment of investors in notes may be different than that described below.

Taxation of Interest. The taxation of interest on a note depends on whether the interest is
“qualified stated interest” (as defined below). Interest that is qualified stated interest will generally be
includible in a U.S. holder’s income as ordinary interest income when actually or constructively received
(if such holder uses the cash method of accounting for U.S. federal income tax purposes) or when accrued
(if such holder uses an accrual method of accounting for U.S. federal income tax purposes). Interest that is
not qualified stated interest is includible in a U.S. holder’s income under the rules governing “original
issue discount” described below, regardless of such U.S. holder’s regular method of tax accounting.
Notwithstanding the foregoing, interest that is payable on a note with a maturity of one year or less from
its issue date, referred to as a “Short-Term Note,” is included in a U.S. holder’s income under the rules
described below under “—Short-Term Notes.” Unless otherwise indicated in the applicable pricing
supplement, interest on a note will be taxable to a U.S. holder as ordinary interest income at the time it
accrues or is received in accordance with the U.S. holder’s normal method of accounting for tax purposes.

Definition of Qualified Stated Interest. Interest on a note is “qualified stated interest” if the
interest is unconditionally payable, or will be constructively received under Section 451 of the Code, in
cash or in property (other than debt instruments issued by us) at least annually at a single fixed rate (in the
case of a note that bears interest at a fixed rate (a “Fixed Rate Note”)) or at a single “qualified floating
rate” or “objective rate” (in the case of a note that bears interest at a floating rate (a “Floating Rate Note™)
and that qualifies as a VRDI, as defined below). If a Floating Rate Note that qualifies as a VRDI provides
for interest other than at a single qualified floating rate or single objective rate, special rules apply to
determine the portion of such interest that constitutes qualified stated interest. See “—Notes that are
VRDIs” below.

Definition of Variable Rate Debt Instrument. The applicable pricing supplement will indicate
whether we intend to treat a note as a variable rate debt instrument that is subject to these special rules.

A Floating Rate Note will qualify as a variable rate debt instrument (“VRDI”) if all four of the
following conditions are met. First, the “issue price” (as defined under “—Taxation of Original Issue
Discount”, below) of the Floating Rate Note must not exceed the total noncontingent principal payments
by more than an amount equal to the lesser of (i) .015 multiplied by the product of the total noncontingent
principal payments and the number of complete years to maturity from the issue date (or, in the case of a
Floating Rate Note that provides for payment of any amount other than qualified stated interest before
maturity, its weighted average maturity) and (ii) 15% of the total noncontingent principal payments. A
Floating Rate Note that does not provide for contingent principal will satisfy this requirement as long as it
is not issued at a significant premium.

Second, except as provided in the preceding paragraph, the Floating Rate Note must not provide
for any principal payments that are contingent.

Third, the Floating Rate Note must provide for stated interest (compounded or paid at least
annually) at (i) one or more qualified floating rates, (ii) a single fixed rate and one or more qualified
floating rates, (iii) a single objective rate or (iv) a single fixed rate and a single objective rate that is a
“qualified inverse floating rate” (as defined below).
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Fourth, the Floating Rate Note must provide that a qualified floating rate or objective rate in
effect at any time during the term of the Floating Rate Note is set at the value of the rate on any day that is
no earlier than three months prior to the first day on which that value is in effect and no later than one
year following that first day.

Definition of a Qualified Floating Rate. Subject to certain exceptions, a variable rate of interest
on a Floating Rate Note is a “qualified floating rate” if variations in the value of the rate can reasonably
be expected to measure contemporaneous fluctuations in the cost of newly borrowed funds in the
currency in which the Floating Rate Note is denominated. This definition includes a variable rate equal to
(1) the product of an otherwise qualified floating rate and a fixed multiple that is greater than .65 but not
more than 1.35 or (ii) an otherwise qualified floating rate plus or minus a spread. If the variable rate
equals the product of an otherwise qualified floating rate and a single fixed multiple greater than 1.35 or
less than or equal to .65, however, such rate will generally be an objective rate. A variable rate will not be
considered a qualified floating rate if the variable rate is subject to a cap, floor, governor (i.e., a restriction
on the amount of increase or decrease in the stated interest rate) or similar restriction that is not fixed
throughout the term of the Floating Rate Note and is reasonably expected as of the issue date to cause the
yield on the Floating Rate Note to be significantly more or less than the expected yield determined
without the restriction.

Definition of an Objective Rate. Subject to certain exceptions, an “objective rate” is a rate
(other than a qualified floating rate) that is determined using a single fixed formula and that is based on
objective financial or economic information that is neither within our control (or a related party) nor
unique to our circumstances (or a related party). A rate is not an objective rate if it is reasonably expected
that the average value of the rate during the first half of the Floating Rate Note’s term will be either
significantly less than or significantly greater than the average value of the rate during the final half of the
term. The Internal Revenue Service (“IRS”) may designate rates other than those specified above that will
be treated as objective rates. As of the date hereof, no such other rates have been designated. An objective
rate is a “qualified inverse floating rate” if (i) the rate is equal to a fixed rate minus a qualified floating
rate and (ii) the variations in the rate can reasonably be expected to reflect inversely contemporaneous
variations in the cost of newly borrowed funds (disregarding any caps, floors, governors or similar
restrictions that would not, as described above, cause a rate to fail to be a qualified floating rate).

If interest on a Floating Rate Note is stated at a fixed rate for an initial period of one year or less,
followed by a variable rate that is either a qualified floating rate or an objective rate for a subsequent
period, and the value of the variable rate on the issue date is intended to approximate the fixed rate, the
fixed rate and the variable rate together constitute a single qualified floating rate or objective rate.

Taxation of Original Issue Discount. The applicable pricing supplement will indicate whether a
note may be issued with original issue discount. U.S. holders of notes issued with original issue discount
will be subject to special tax accounting rules, as described in greater detail below. Additional rules
applicable to notes having original issue discount that are denominated in or determined by reference to a
currency other than the U.S. dollar are described under “—Foreign Currency Notes” below. Original issue
discount is the excess, if any, of a note’s “stated redemption price at maturity” over the note’s “issue
price.” A note’s “stated redemption price at maturity” is the sum of all payments provided by the note
(whether designated as interest or as principal) other than payments of qualified stated interest. The “issue
price” of a note is the first price at which a substantial amount of the notes in the issuance that includes
the note is sold for money (excluding sales to bond houses, brokers or similar persons or organizations
acting in the capacity of underwriters, placement agents or wholesalers). If a note is issued as part of an
investment unit (e.g., together with a warrant), the issue price of the investment unit is determined in the
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same manner and allocated between the note and right (or rights) that comprise the unit based on their
relative fair market values.

Holders of notes with original issue discount (other than Short-Term Notes, as defined below)
generally will be required to include such original issue discount in income as it accrues in accordance
with the constant yield method described below, irrespective of the receipt of the related cash payments.
A U.S. holder’s tax basis in a note is increased by the amount of accrued original issue discount and
decreased by each payment other than a payment of qualified stated interest.

The amount of original issue discount with respect to a note will be treated as zero if the original
issue discount is less than an amount equal to .0025 multiplied by the product of the stated redemption
price at maturity and the number of complete years to maturity (or, in the case of a note that provides for
payment of any amount other than qualified stated interest prior to maturity, the weighted average
maturity of the note). If the amount of original issue discount is less than that amount, the original issue
discount that is not included in payments of stated interest is included in income as capital gain as
principal payments are made. The amount includible with respect to a principal payment equals the
product of the total amount of original issue discount and a fraction, the numerator of which is the amount
of such principal payment and the denominator of which is the stated principal amount of the note.

Inclusion of Original Issue Discount in Income—Fixed Rate Notes. In the case of a Fixed
Rate Note issued with original issue discount, the amount of original issue discount includible in the
income of a U.S. holder for any taxable year is determined under the constant yield method, as follows.
First, the “yield to maturity” of the Fixed Rate Note is computed. The yield to maturity is the discount
rate that, when used in computing the present value of all interest and principal payments to be made
under the Fixed Rate Note (including payments of qualified stated interest), produces an amount equal to
the issue price of the Fixed Rate Note. The yield to maturity is constant over the term of the Fixed Rate
Note and, when expressed as a percentage, must be calculated to at least two decimal places.

Second, the term of the Fixed Rate Note is divided into “accrual periods.” Accrual periods may
be of any length and may vary in length over the term of the Fixed Rate Note, provided that each accrual
period is no longer than one year and that each scheduled payment of principal or interest occurs either on
the final day of an accrual period or on the first day of an accrual period.

Third, the total amount of original issue discount on the Fixed Rate Note is allocated among
accrual periods. In general, the original issue discount allocable to an accrual period equals the product of
the “adjusted issue price” of the Fixed Rate Note at the beginning of the accrual period and the yield to
maturity of the Fixed Rate Note, less the amount of any qualified stated interest allocable to the accrual
period. The adjusted issue price of a Fixed Rate Note at the beginning of the first accrual period is its
issue price. Thereafter, the adjusted issue price of the Fixed Rate Note is its issue price, increased by the
amount of original issue discount previously includible in the gross income of any holder and decreased
by the amount of any payment previously made on the Fixed Rate Note other than a payment of qualified
stated interest. For purposes of computing the adjusted issue price of a Fixed Rate Note, the amount of
original issue discount previously includible in the gross income of any U.S. holder is determined without
regard to “premium” and “acquisition premium,” as those terms are defined below under “—Premium
and Acquisition Premium.”

Fourth, the “daily portions” of original issue discount are determined by allocating to each day in
an accrual period its ratable portion of the original issue discount allocable to the accrual period.
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A U.S. holder includes in income in any taxable year the daily portions of original issue discount
for each day during the taxable year that such holder held the Fixed Rate Note. Under the constant yield
method described above, U.S. holders generally will be required to include in income increasingly greater
amounts of original issue discount in successive accrual periods.

Taxation of Original Issue Discount on Floating Rate Notes and Indexed Notes. The taxation
of original issue discount on a Floating Rate Note or a note for which the principal amount payable at the
stated maturity, or the interest on the note, or both, may be determined by reference to currencies,
currency units, commodity prices, financial or non-financial indices or other factors (an “Indexed Note™)
will depend on whether the Floating Rate Note or Indexed Note is a VRDI, as that term is described
above under “—Definition of Variable Rate Debt Instrument.”

Notes that are VRDISs. In the case of a VRDI that provides for qualified stated interest (as
defined above) the amount of qualified stated interest and original issue discount, if any, includible in
income during a taxable year is determined under the rules applicable to Fixed Rate Notes (described
above) by assuming that the variable rate of interest is a fixed rate equal to (i) in the case of a qualified
floating rate or a qualified inverse floating rate, the value, as of the issue date, of the qualified floating
rate or qualified inverse floating rate, and (ii) in the case of an objective rate (other than a qualified
inverse floating rate), the rate that reflects the yield that is reasonably expected for the note. Qualified
stated interest allocable to an accrual period is increased (or decreased) if the interest actually paid during
an accrual period exceeds (or is less than) the interest assumed to be paid during the accrual period.

If a note that is a VRDI does not provide for qualified stated interest, the amount of interest and
original issue discount accruals are determined by constructing an equivalent fixed rate debt instrument,
as follows:

First, in the case of an instrument that provides for interest at a fixed rate, replace the fixed rate
by a qualified floating rate (or qualified inverse floating rate, if applicable) such that the fair market value
of the instrument as of the issue date would be approximately the same as the fair market value of an
otherwise identical debt instrument that provides for the qualified floating rate (or qualified inverse
floating rate) rather than the fixed rate.

Second, determine the fixed rate substitute for each variable rate provided by the note. The fixed
rate substitute for each qualified floating rate provided by the note is the value of that qualified floating
rate on the issue date. If the note provides for two or more qualified floating rates with different intervals
between interest adjustment dates, the fixed rate substitutes are based on intervals that are equal in length.
The fixed rate substitute for an objective rate that is a qualified inverse floating rate is the value of the
qualified inverse floating rate on the issue date. The fixed rate substitute for an objective rate (other than a
qualified inverse floating rate) is a fixed rate that reflects the yield that is reasonably expected for the
note.

Third, construct an equivalent fixed rate debt instrument that has terms that are identical to those
provided under the note, except that the equivalent fixed rate debt instrument provides for the fixed rate
substitutes determined in the second step, in lieu of the qualified floating rates or objective rate provided
by the note.

Fourth, determine the amount of qualified stated interest and original issue discount for the
equivalent fixed rate debt instrument under the rules described above for Fixed Rate Notes. These
amounts are taken into account as if the U.S. holder held the equivalent fixed rate debt instrument. See
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“—Taxation of Interest,” “—Taxation of Original Issue Discount” and “—Inclusion of Original Issue
Discount in Income—Fixed Rate Notes” above.

Fifth, make appropriate adjustments for the actual values of the variable rates. In this step,
qualified stated interest or original issue discount allocable to an accrual period is increased (or
decreased) if the interest actually accrued or paid during the accrual period exceeds (or is less than) the
interest assumed to be accrued or paid during the accrual period under the equivalent fixed rate debt
instrument. In general, this increase or decrease is an adjustment to qualified stated interest for the accrual
period if the equivalent fixed rate debt instrument constructed under the third step provides for qualified
stated interest and the increase or decrease is reflected in the amount actually paid during the accrual
period, and otherwise the increase or decrease is an adjustment to original issue discount, if any, for the
accrual period.

Contingent Notes. Unless otherwise noted in the applicable pricing supplement, if any, Floating
Rate Notes that are not VRDIs (“Contingent Notes™) will be treated as “contingent payment debt
instruments” and will be taxable under the rules applicable thereto (the “Contingent Debt Regulations™)
for U.S. federal income tax purposes. As a result, the Contingent Notes will generally be subject to the
original issue discount provisions of the Code and the Treasury Regulations thereunder, and a U.S. holder
will be required to accrue interest income on the Contingent Notes as set forth below. The following
discussion assumes that a U.S. holder will purchase a Contingent Note for an amount equal to its issue
price, and that the issue price equals the principal amount thereof.

At the time the Contingent Notes are issued, we will be required to determine a “comparable
yield” for the Contingent Notes. The comparable yield is the yield at which we could issue a fixed rate
debt instrument with terms and conditions similar to those of the Contingent Note (including the level of
subordination, term, timing of payments and general market conditions, but not taking into consideration
the riskiness of the contingencies or the liquidity of the Contingent Note), but is not less than the
applicable federal rate (based on the overall maturity of the Contingent Note) announced monthly by the
IRS (the “AFR”) and in effect for the month in which the Contingent Note is issued. The comparable
yield may be greater than or less than the stated interest rate, if any, with respect to the Contingent Notes.
In certain cases where contingent payments with respect to Contingent Notes are not based on market
information and where Contingent Notes are marketed or sold in substantial part to tax-exempt investors
or other investors for whom the prescribed inclusion of interest is not expected to have a substantial effect
on their U.S. tax liability, the comparable yield for the Contingent Note, without proper evidence to the
contrary, is presumed to be the AFR.

Solely for purposes of determining the amount of interest income that a U.S. holder will be
required to accrue (and which we will be required to report on an IRS Form 1099), we will be required to
construct a “projected payment schedule” for the Contingent Notes, determined under the Contingent
Debt Regulations (the “Schedule”), representing a series of payments the amount and timing of which
would produce a yield to maturity on the Contingent Notes equal to the comparable yield. The Schedule is
determined as of the issue date and generally remains in place throughout the term of the Contingent
Notes. The Schedule includes each noncontingent payment and an amount for each contingent payment as
determined below. If a contingent payment is based on market information, the amount of the projected
payment is the forward price of the contingent payment. If a contingent payment is not based on market
information, the amount of the projected payment is the expected value if the contingent payment as of
the issue date. The Schedule must produce the comparable yield determined as set forth above. Otherwise,
the Schedule must be adjusted under the rules set forth in the Contingent Debt Regulations. The
applicable pricing supplement will either provide the Schedule, or investors can obtain the Schedule by
contacting Structured Equity Derivatives—Structuring HSBC Bank USA, National Association, 452 Fifth
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Avenue, 9th Floor, New York, NY 10018. Neither the comparable yield nor the projected payment
schedule constitutes a representation by us regarding the actual amounts, if any, that the Contingent Notes
will pay.

We are required to provide each U.S. holder of a Contingent Note with the Schedule described
above. If we do not create a Schedule or the Schedule is unreasonable, a U.S. holder must set its own
projected payment schedule and explicitly disclose the use of the schedule and the reason therefor. Unless
otherwise prescribed by the IRS, the U.S. holder must make the disclosure on a statement attached to the
U.S. holder’s timely filed U.S. federal income tax return for the taxable year in which the Contingent
Note was acquired. A U.S. holder of a Contingent Note, regardless of accounting method, will be required
to accrue as original issue discount the sum of the daily portions of interest on the Contingent Note for
each day in the taxable year on which the U.S. holder held the Contingent Note, calculated by reference to
the comparable yield and adjusted upward or downward to reflect the difference, if any, between the
actual and the projected amount of any contingent payments made on the Contingent Note as set forth
below. The daily portions of interest in respect of a Contingent Note are determined by allocating to each
day in an accrual period the ratable portion of interest on the Contingent Note that accrues in the accrual
period. The amount of interest on a Contingent Note that accrues in an accrual period is determined by
multiplying the comparable yield of the Contingent Note (adjusted for the length of the accrual period) by
the Contingent Note’s adjusted issue price at the beginning of the accrual period. The adjusted issue price
of a Contingent Note at the beginning of the first accrual period will equal its issue price and for any
accrual period after the first accrual period will be (i) the sum of the issue price of the Contingent Note
and any interest previously accrued on the Contingent Note by a U.S. holder, disregarding any positive or
negative adjustments (as discussed below), minus (ii) the amount of any noncontingent payment and
projected contingent payments on the Contingent Note for previous accrual periods.

A U.S. holder will be required to recognize additional interest income equal to the amount of any
net positive adjustment, i.e., the excess of actual payments over projected payments, in respect of a
Contingent Note for a taxable year. A net negative adjustment, i.e., the excess of projected payments over
actual payments, in respect of a Contingent Note for a taxable year will first reduce the amount of interest
in respect of the Contingent Note that a U.S. holder would otherwise be required to include in income in
the taxable year and, to the extent of any excess, will give rise to an ordinary loss equal to that portion of
this excess as does not exceed the excess of the amount of all previous interest inclusions under the
Contingent Note over the total amount of the U.S. holder’s net negative adjustments treated as ordinary
loss on the Contingent Note in prior taxable years. A net negative adjustment is not subject to the two
percent floor limitation imposed on miscellaneous deductions under Section 67 of the Code. Any net
negative adjustment in excess of the amounts described above will be carried forward to offset future
interest income in respect of the Contingent Note or to reduce the amount realized on a sale, exchange or
retirement of the Contingent Note. When a U.S. holder purchases a Contingent Note at a price other than
the adjusted issue price of the Note, the difference between the purchase price and the adjusted issue price
must be reasonably allocated to the daily portions of interest or projected payments with respect to the
Contingent Note over its remaining term and treated as a positive or negative adjustment, as the case may
be, with respect to each period to which it is allocated.

Upon a sale, exchange or retirement of a Contingent Note, a U.S. holder will generally recognize
taxable gain or loss equal to the difference between the amount realized on the sale, exchange or
retirement and the holder’s adjusted tax basis in the Contingent Note. If we deliver property, other than
cash, to a holder in retirement of a Contingent Note, the amount realized will equal the fair market value
of the property, determined at the time of retirement, plus the amount of cash, if any, received in lieu of
property. A U.S. holder’s adjusted tax basis in a Contingent Note generally will equal the cost of the
Contingent Note, increased by the amount of interest income previously accrued by the holder in respect
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of the Contingent Note, disregarding any positive or negative adjustments, and decreased by the amount
of any noncontingent payments and all prior projected contingent payments previously made in respect of
the Contingent Note. A U.S. holder generally will treat any gain as interest income, and any loss as
ordinary loss to the extent of the excess of previous interest inclusions over the total net negative
adjustments previously taken into account as ordinary losses, and the balance as capital loss.

Prospective investors should consult their own tax advisors with respect to the application of the
contingent payment debt instrument provisions to notes.

Other Rules. Certain notes having original issue discount may be redeemed prior to maturity.
Such notes may be subject to rules that differ from the general rules discussed above relating to the tax
treatment of original issue discount. Purchasers of such notes with a redemption feature should carefully
examine the applicable pricing supplement and should consult their tax advisors with respect to such
feature since the tax consequences with respect to interest and original issue discount will depend, in part,
on the particular terms and the particular features of the note.

Pre-Issuance Accrued Interest. If (i) a portion of the initial purchase price of a note is
attributable to pre-issuance accrued interest, (ii) the first stated interest payment on the note is to be made
within one year of the note’s issue date, and (iii) the payment will equal or exceed the amount of pre-
issuance accrued interest, then the U.S. holder may compute the issue price of the note by subtracting the
amount of the pre-issuance accrued interest. In that event, a portion of the first stated interest payment
will be treated as a return of the excluded pre-issuance accrued interest and not as an amount payable on
the note.

Notes Subject to Call or Put Options. For purposes of calculating the yield and maturity of a
note subject to an option, in general, a call option held by the issuer is presumed exercised if, upon
exercise, the yield on the note is less than it would have been had the option not been exercised, and a put
option held by a U.S. holder is presumed exercised if, upon exercise, the yield on the note is more than it
would have been had the option not been exercised. The effect of this rule generally may accelerate or
defer the inclusion of original issue discount in the income of a U.S. holder whose note is subject to a put
option or a call option, as compared to a note that does not have such an option. If any option that is
presumed to be exercised is not in fact exercised, the note is treated as reissued solely for purposes of the
original issue discount rules on the date of presumed exercise for an amount equal to its adjusted issue
price on that date. The deemed reissuance will have the effect of redetermining the note’s yield and
maturity for original issue discount purposes and any related subsequent accruals of original issue
discount.

Short-Term Notes. In the case of a note that matures one year or less from its date of issuance (a
“Short-Term Note”), a cash method U.S. holder generally is not required to accrue original issue discount
for U.S. federal income tax purposes unless such holder elects to do so. U.S. holders who make such an
election, U.S. holders who report income for U.S. federal income tax purposes on the accrual method and
certain other U.S. holders, including banks and dealers in securities, are required to include original issue
discount in income on such Short-Term Notes as it accrues on a straight-line basis, unless an election is
made to accrue the original issue discount according to a constant yield method based on daily
compounding. In the case of a U.S. holder who is not required, and does not elect, to include the original
issue discount in income currently, stated interest will generally be taxable at the time it is received and
any gain realized on the sale, exchange or other disposition of the Short-Term Note will be ordinary
income to the extent of the original issue discount accrued on a straight-line basis (or, if elected,
according to a constant yield method based on daily compounding) through the date of sale, exchange or
other disposition (generally reduced by prior payments of interest, if any). In addition, such holders will

S-45



be required to defer deductions for all or a portion of any interest paid on indebtedness incurred to
purchase or carry Short-Term Notes in an amount not exceeding the accrued original issue discount not
previously included in income.

Market Discount. If a U.S. holder acquires a note having a maturity date of more than one year
from the date of its issuance and has an initial tax basis in the note that is less than its “stated redemption
price at maturity” (or, in the case of a note with original issue discount, less than its “adjusted issue
price”), the amount of the difference will be treated as “market discount” for U.S. federal income tax
purposes, unless such difference is less than .0025 multiplied by the product of the stated redemption
price at maturity and the number of complete years to maturity (from the date of acquisition). Under the
market discount rules of the Code, a U.S. holder will be required to treat any principal payment (or, in the
case of a note having original issue discount, any payment that does not constitute a payment of qualified
stated interest) on, or any gain on the sale, exchange or other disposition of, a note as ordinary income to
the extent of the accrued market discount that has not previously been included in income. If such note is
disposed of in certain otherwise nontaxable transactions, accrued market discount will be includible as
ordinary income to the U.S. holder as if such holder had sold the note at its then fair market value. Market
discount generally accrues on a straight-line basis over the remaining term of a note except that, at the
election of the U.S. holder, market discount may accrue on a constant yield basis. A U.S. holder may not
be allowed to deduct immediately all or a portion of the interest expense on any indebtedness incurred or
continued to purchase or to carry such note. A U.S. holder may elect to include market discount in income
currently, as it accrues (either on a straight-line basis or, if the U.S. holder so elects, on a constant yield
basis), in which case the interest deferral rule set forth in the preceding sentence will not apply. An
election to include market discount in income currently will apply to all debt instruments acquired by the
U.S. holder on or after the first day of the first taxable year to which such election applies and may be
revoked only with the consent of the IRS.

Premium and Acquisition Premium. A U.S. holder that purchases a note having original issue
discount for an amount that is greater than its adjusted issue price but less than or equal to the sum of all
remaining amounts payable on the note other than payments of qualified stated interest will be considered
to have purchased such note at an “acquisition premium.” In such a case, the amount of original issue
discount otherwise includible in the U.S. holder’s income during an accrual period is reduced by a
fraction. The numerator of this fraction is the excess of the adjusted basis of the note immediately after its
acquisition by the U.S. holder over the adjusted issue price of the note. The denominator of this fraction is
the excess of the sum of all amounts payable on the note after the purchase date, other than payments of
qualified stated interest, over the note’s adjusted issue price. As an alternative to reducing the amount of
original issue discount otherwise includible in income by this fraction, the U.S. holder may elect to
compute original issue discount accruals by treating the purchase as a purchase at original issuance and
applying the constant yield method described above.

If a U.S. holder purchases a note for an amount in excess of the sum of all amounts payable on
the note after the date of acquisition (other than payments of qualified stated interest), such holder will be
considered to have purchased such note with “amortizable bond premium” equal in amount to such
excess, and generally will not be required to include any original issue discount in income. Generally, a
U.S. holder may elect to amortize such premium as an offset to qualified stated interest income, using a
constant yield method similar to that described above (see “—Taxation of Original Issue Discount™), over
the remaining term of the note (where such note is not redeemable prior to its maturity date). In the case
of notes that may be redeemed prior to maturity, the premium is calculated assuming that the issuer or
holder will exercise or not exercise its redemption rights in a manner that maximizes the U.S. holder’s
yield. A U.S. holder who elects to amortize bond premium must reduce such holder’s tax basis in the note
by the amount of the premium used to offset qualified stated interest income as set forth above. An
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election to amortize bond premium applies to all taxable debt obligations then owned and thereafter
acquired by such holder and may be revoked only with the consent of the IRS.

Election to Treat all Interest as Original Issue Discount. A U.S. holder may elect to include in
gross income its entire return on a note (i.e., in general, the excess of all payments to be received on the
note over the amount paid for the note by such holder) in accordance with a constant yield method based
on the compounding of interest. Such an election for a note with amortizable bond premium will result in
a deemed election to amortize bond premium for all of the U.S. holder’s debt instruments with
amortizable bond premium and may be revoked only with the permission of the IRS. Similarly, such an
election for a note with market discount will result in a deemed election to accrue market discount in
income currently for such note and for all other debt instruments acquired by the U.S. holder with market
discount on or after the first day of the taxable year to which such election first applies, and may be
revoked only with the permission of the IRS.

The application of the foregoing rules may be different in the case of Contingent Notes.
Accordingly, prospective purchasers of Contingent Notes should consult with their tax advisors with
respect to the application of the market discount, acquisition premium and amortizable bond premium
rules.

Reopenings. Treasury Regulations provide specific rules regarding whether additional debt
instruments issued in a reopening will be considered part of the same issue, with the same issue price and
yield to maturity, as the original debt instruments for U.S. federal income tax purposes. Except as
provided otherwise in an applicable pricing supplement, we expect that additional debt securities issued
by us in any reopening will be issued such that they will be considered part of the original issuance to
which they relate.

Sale, Exchange or Other Disposition of the Notes. Upon the sale, exchange or other disposition
of'a note, a U.S. holder generally will recognize taxable gain or loss equal to the difference between the
amount realized on the sale, exchange or other disposition (not including any amount attributable to
accrued but unpaid qualified stated interest) and such Holder’s adjusted tax basis in the note. To the
extent attributable to accrued but unpaid qualified stated interest, the amount realized by the U.S. holder
will be treated as a payment of interest. See “—Taxation of Interest” above. A U.S. holder’s adjusted tax
basis in a note will equal the cost of the note to such holder, increased by the amount of any market
discount, discount with respect to a Short-Term Note and original issue discount, in each case to the
extent previously included in income by such holder with respect to such note, and reduced by any
amortized bond premium, acquisition premium and principal payments received by such holder and, in
the case of a note having original issue discount, by the amounts of any other payments received included
in the stated redemption price at maturity, as described above.

Generally, gain or loss realized on the sale, exchange or other disposition of a note will be capital
gain or loss (except as provided under “—Contingent Notes,” “—Short-Term Notes” and “—Market
Discount” above and “—Foreign Currency Notes” below), and will be long-term capital gain or loss if at
the time of sale, exchange or other disposition the note has been held for more than one year. The excess
of net long-term capital gains over net short-term capital losses is taxed at a lower rate than ordinary
income for certain non-corporate taxpayers. The distinction between capital gain or loss and ordinary
income or loss is also relevant for purposes of, among other things, limitations on the deductibility of
capital losses.
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Amortizing Notes. Payments received pursuant to an amortizing note may consist of both a
principal and an interest component. The principal component will generally constitute a tax-free return
of capital that will reduce a U.S. holder’s adjusted tax basis in the note.

Foreign Currency Notes. The following summary relates to Notes that are denominated in, or
provide for payments determined by reference to, a currency or currency unit other than the U.S. dollar
(“Foreign Currency Notes”). The applicable pricing supplement will indicate whether we intend to treat
the notes as subject to these special rules.

A U.S. holder of a Foreign Currency Note who receives a payment of interest in a foreign
currency that is not required to be included in income by such holder prior to its receipt (e.g., qualified
stated interest received by a U.S. holder using the cash method of accounting) will be required to include
in income the U.S. dollar value of such foreign currency payment determined on the date such payment is
received, regardless of whether the payment is in fact converted to U.S. dollars at that time, and such U.S.
dollar value will be the U.S. holder’s tax basis in the foreign currency.

In the case of interest income on a Foreign Currency Note that is required to be included in
income by a U.S. holder prior to the receipt of payment (e.g., stated interest on a Foreign Currency Note
held by a U.S. holder using the accrual method of accounting, accrued original issue discount, or accrued
market discount includible in income as it accrues), a U.S. holder will be required to include in income
the U.S. dollar value of the interest income (including original issue discount or market discount but
reduced by acquisition premium and amortizable bond premium, to the extent applicable) that accrued
during the relevant accrual period. Original issue discount, market discount, acquisition premium, and
amortizable bond premium of a Foreign Currency Note are to be determined in the relevant foreign
currency. Unless the U.S. holder makes the election discussed below, the U.S. dollar value of such
accrued income will be determined by translating such income at the average rate of exchange for each
business day during the accrual period or, with respect to an accrual period that spans two taxable years,
at the average rate for each business day during the partial period within the taxable year. Such U.S.
holder will recognize ordinary income or loss with respect to accrued interest income on the date such
income is actually received, reflecting fluctuations in currency exchange rates between the time the
income accrued and the date of payment. The amount of ordinary income or loss recognized will equal
the difference between the U.S. dollar value of the foreign currency payment received (determined on the
date such payment is received) and the U.S. dollar value of interest income that has accrued during such
accrual period (as determined above). A U.S. holder may elect to translate interest income (including
original issue discount and market discount) into U.S. dollars at the spot rate on the last day of the interest
accrual period (or, in the case of a partial accrual period, the spot rate on the last date of the taxable year)
or, if the date of receipt is within five business days of the last day of the interest accrual period, the spot
rate on the date of receipt. Such U.S. holder will recognize ordinary income or loss with respect to
accrued interest income on the date such income is actually received, equal to the difference (if any)
between the U.S. dollar value of the foreign currency payment received (determined on the date such
payment is received) and the U.S. dollar value of interest income translated at the relevant spot rate
described in the preceding sentence. Any such election will apply to all debt instruments held by the U.S.
holder at the beginning of the first taxable year to which the election applies or thereafter acquired by the
U.S. holder, and will be irrevocable without the consent of the IRS.

The amount of accrued market discount (other than market discount currently includible in
income) taken into account upon receipt of any partial principal payment or upon the sale, exchange or
other disposition of a Foreign Currency Note will be the U.S. dollar value of such accrued market
discount determined on the date of receipt of such partial principal payment or on the date of such sale,
exchange or other disposition.
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Any gain or loss realized on the sale, exchange or other disposition of a Foreign Currency Note
with amortizable bond premium by a U.S. holder who has not elected to amortize such premium (under
the rules described above) will be ordinary income or loss to the extent attributable to fluctuations in
currency exchange rates determined as described in the second succeeding paragraph. Exchange gain or
loss will be realized on any amortized bond premium with respect to any period by treating the bond
premium amortized in such period as a return of principal as described in the second succeeding
paragraph. Similar rules apply in the case of acquisition premium.

A U.S. holder’s tax basis in a Foreign Currency Note, and the amount of any subsequent
adjustment to such holder’s tax basis, will be the U.S. dollar value of the foreign currency amount paid
for such Foreign Currency Note, or the U.S. dollar value of the foreign currency amount of the
adjustment, determined on the date of such purchase or adjustment. In the case of an adjustment resulting
from an accrual of original issue discount or market discount, such adjustment will be made at the rate at
which such original issue discount or market discount is translated into U.S. dollars under the rules
described above. A U.S. holder that converts U.S. dollars to a foreign currency and immediately uses that
currency to purchase a Foreign Currency Note denominated in the same currency normally will not
recognize gain or loss in connection with such conversion and purchase. A U.S. holder who purchases a
Foreign Currency Note with previously owned foreign currency will recognize ordinary income or loss in
an amount equal to the difference, if any, between such U.S. holder’s tax basis in the foreign currency and
the U.S. dollar value of the Foreign Currency Note on the date of purchase.

Gain or loss realized upon the sale, exchange or other disposition of, or the receipt of principal
on, a Foreign Currency Note, to the extent attributable to fluctuations in currency exchange rates, will be
ordinary income or loss. Gain or loss attributable to fluctuations in exchange rates will equal the
difference between (i) the U.S. dollar value of the foreign currency purchase price for such Foreign
Currency Note, determined on the date such Foreign Currency Note is disposed of, and (ii) the U.S. dollar
value of the foreign currency purchase price for such Foreign Currency Note, determined on the date such
U.S. holder acquired such Foreign Currency Note. Any portion of the proceeds of such sale, exchange or
other disposition attributable to accrued interest income may result in exchange gain or loss under the
rules set forth above. Such foreign currency gain or loss will be recognized only to the extent of the
overall gain or loss realized by a U.S. holder on the sale, exchange or other disposition of the Foreign
Currency Note. In general, the source of such foreign currency gain or loss will be determined by
reference to the residence of the U.S. holder or the “qualified business unit” of such holder on whose
books the Foreign Currency Note is properly reflected. Any gain or loss realized by a U.S. holder in
excess of such foreign currency gain or loss will be capital gain or loss (except to the extent of any
accrued market discount not previously included in such holder’s income or, in the case of a Short-Term
Note, to the extent of any original issue discount not previously included in such holder’s income).

A U.S. holder will have a tax basis in any foreign currency received on the sale, exchange or
other disposition of a Foreign Currency Note equal to the U.S. dollar value of such foreign currency,
determined at the time of such sale, exchange or other disposition. Treasury Regulations provide a special
rule for purchases and sales of publicly traded debt instruments by a cash method taxpayer under which
units of foreign currency paid or received are translated into U.S. dollars at the spot rate on the settlement
date of the purchase or sale. Accordingly, no exchange gain or loss will result from currency fluctuations
between the trade date and the settlement of such a purchase or sale. An accrual method taxpayer may
elect the same treatment required of cash method taxpayers with respect to the purchases and sale of
publicly traded debt instruments provided the election is applied consistently. Such election cannot be
changed without the consent of the IRS. U.S. holders should consult their tax advisors concerning the
applicability of the special rules summarized in this paragraph to Foreign Currency Notes.
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A Foreign Currency Note that is denominated either in a so-called hyperinflationary currency or
in more than one currency (e.g., a Foreign Currency Note providing for payments determined by
reference to the exchange rate of one or more specified currencies relative to an indexed currency), or that
is treated as a Contingent Note under the rules described above may be subject to rules that differ from
the general rules discussed above. U.S. holders intending to purchase Foreign Currency Notes with such
features should carefully examine the applicable pricing supplement and should consult with their own
tax advisors with respect to the purchase, ownership and disposition of such Foreign Currency Notes.

Pursuant to certain Treasury Regulations (the “Disclosure Regulations™), any taxpayer that has
participated in a “reportable transaction” and who is required to file a U.S. federal income tax return must
generally attach a disclosure statement disclosing such taxpayer's participation in the reportable
transaction to the taxpayer's tax return for each taxable year for which the taxpayer participates in the
reportable transaction. The Disclosure Regulations provide that, in addition to certain other transactions, a
“loss transaction” constitutes a “reportable transaction.” A “loss transaction” is any transaction resulting
in the taxpayer claiming a loss under Section 165 of the Code in an amount equal to or in excess of
certain threshold amounts. For certain taxpayers, the Disclosure Regulations specifically provide that a
loss resulting from a “Section 988 transaction” will constitute a Section 165 loss. In general, a Foreign
Currency Note will be subject to the rules governing foreign currency exchange gain or loss. Therefore,
any exchange loss realized with respect to a Foreign Currency Note will constitute a loss resulting from a
Section 988 transaction. Based upon the foregoing, in the absence of future administrative
pronouncements to the contrary, certain U.S. holders of a Foreign Currency Note that recognize an
exchange loss with respect to the Foreign Currency Notes in an amount that exceeds the loss threshold
amount applicable to such U.S. holder may be required to file a disclosure statement (i.e., IRS Form 8886
or other applicable form) as an attachment to the U.S. holder’s tax return for the first taxable year in
which the threshold amount is reached and to any subsequent tax return that reflects any amount of such
Section 165 loss realized with respect to the Foreign Currency Note. U.S. holders purchasing Foreign
Currency Notes should consult their own tax advisors regarding the potential application of the Disclosure
Regulations to their investment in such Foreign Currency Notes.

Certain Other Debt Securities. Certain notes may be subject to special rules. The applicable
pricing supplement will discuss the principal U.S. federal income tax consequences with respect to notes
that are subject to special rules, including notes that provide for an alternative payment schedule or
schedules applicable upon the occurrence of a contingency or contingencies relating to payments of
interest or of principal.

Certain Notes Treated as a Put Option and a Deposit or an Executory Contract

Certain Notes Treated as a Put Option and a Deposit. We may treat certain notes as
consisting of a put option and a deposit for U.S. federal income tax purposes. The applicable pricing
supplement will indicate whether we intend to treat the notes as consisting of a put option and a deposit
for U.S. federal income tax purposes. This section describes the U.S. federal income tax consequences of
the purchase, beneficial ownership and disposition of a note that we intend to treat as consisting of a put
option and a deposit, and the following discussion assumes that there is a significant possibility of a
significant loss of principal on an investment in the notes treated as such.

There are no regulations, published rulings or judicial decisions addressing the treatment for U.S.
federal income tax purposes of notes with terms that are substantially the same as the notes described in
this section. We intend to treat each note described in this section as consisting of a put option (the “Put
Option”) that requires the holder to purchase the Reference Asset to which the note is linked (the
“Reference Shares”) from us for an amount equal to the principal amount of the note if certain conditions
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are satisfied, and a deposit with us of cash, in an amount equal to the principal amount of the note (the
“Deposit”) to secure the U.S. holder’s potential obligation to purchase the Reference Shares. Pursuant to
the terms of the notes, each holder agrees to such treatment for all U.S. federal income tax purposes.
Except for the possible alternative treatments described below, the balance of this summary assumes that
the notes are so treated.

We intend to treat a portion of the stated interest payments on a note described in this section as
interest or original issue discount on the Deposit, and the remainder as put premium in respect of the Put
Option (the “Put Premium”). The portion of the stated interest rate on a note described in this section that
constitutes interest or original issue discount on the Deposit and the portion that constitutes Put Premium
will be specified in the applicable pricing supplement.

If the term of a note described in this section is more than one year, U.S. holders should include
the portion of the stated interest payments on the note that is treated as interest in income, as described
above under “—U.S. Federal Income Tax Treatment of the Notes as Indebtedness for U.S. Federal
Income Tax Purposes —Taxation of Interest.” If any portion of the stated interest payments on a note
described in this section is treated as original issue discount its treatment will be as described above under
“—U.S. Federal Income Tax Treatment of the Notes as Indebtedness for U.S. Federal Income Tax
Purposes —Taxation of Original Issue Discount.”

If the term of a note described in this section is one year or less, the Deposit should be treated as a
short-term obligation as described above under “—U.S. Federal Income Tax Treatment of the Notes as
Indebtedness for U.S. Federal Income Tax Purposes —Short-Term Notes.”

The Put Premium should not be taxable to a U.S. holder upon its receipt. If the Put Option expires
unexercised, the U.S. holder should recognize the total Put Premium received as short-term capital gain at
such time.

If the Put Option is exercised and a U.S. holder receives Reference Shares, the U.S. holder should
not recognize any gain or loss with respect to the Put Option (other than with respect to cash received in
lieu of fractional shares, as described below). In this event, the U.S. holder should have an adjusted tax
basis in all Reference Shares received (including for this purpose any fractional shares) equal to the
Deposit, plus accrued but unpaid interest or discount, as applicable, on the Deposit less the total Put
Premium received. The U.S. holder’s holding period for any Reference Shares received should start on
the day after the delivery of the Reference Shares. The U.S. holder should generally recognize a short-
term capital gain or loss with respect to cash received in lieu of fractional shares in an amount equal to the
difference between the amount of such cash received and the U.S. holder’s basis in the fractional shares,
which is equal to the U.S. holder’s basis in all of the Reference Shares (including the fractional shares),
times a fraction, the numerator of which is the fractional shares and the denominator of which is all of the
Reference Shares (including fractional shares).

In we elect to cash settle the Put Option, a U.S. holder should generally recognize a short-term
capital gain or loss equal to (i) the amount of cash received less (ii) the amount of the Deposit, plus
accrued but unpaid acquisition discount or original issue discount on the Deposit, less the total Put
Premium received.

Upon the exercise or cash settlement of a Put Option, a cash method U.S. holder of a short-term
obligation that does not elect to accrue acquisition discount in income currently will recognize ordinary
income equal to the accrued and unpaid acquisition discount.
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Upon a sale, or other taxable disposition of a note described in this section for cash, a U.S. holder
should allocate the cash received between the Deposit and the Put Option on the basis of their respective
values on the date of sale. The U.S. holder should generally recognize gain or loss with respect to the
Deposit in an amount equal to the difference between the amount of the sales proceeds allocable to the
Deposit (less accrued and unpaid “qualified stated interest” or accrued acquisition discount that the U.S.
holder has not included in income, which will be treated as ordinary interest income) and the U.S.
holder’s adjusted tax basis in the Deposit (which will generally equal the initial purchase price of the note
increased by any accrued acquisition discount or original issue discount previously included in income on
the Deposit and decreased by the amount of any payment (other than an interest payment that is treated as
qualified stated interest) received on the Deposit). Such gain or loss should be capital gain or loss and
should be long-term capital gain or loss if the U.S. holder has held the Deposit for more than one year at
the time of such disposition. The ability of U.S. holders to use capital losses to offset ordinary income is
limited. If the Put Option has a positive value on the date of a sale of a note, the U.S. holder should
recognize short-term capital gain equal to the portion of the sale proceeds allocable to the Put Option plus
any previously received Put Premium. If the Put Option has a negative value on the date of sale, the U.S.
holder should be treated as having paid the buyer an amount equal to the negative value in order to
assume the U.S. holder’s rights and obligations under the Put Option. In such a case, the U.S. holder
should recognize a short-term capital gain or loss in an amount equal to the difference between the total
Put Premium previously received and the amount of the payment deemed made by the U.S. holder with
respect to the assumption of the Put Option. The amount of the deemed payment will be added to the sales
price allocated to the Deposit in determining the gain or loss in respect of the Deposit. The ability of U.S.
holders to use capital losses to offset ordinary income is limited.

U.S. holders should consult the offering documents for the Reference Shares for the U.S. federal
income tax treatment of acquiring, owning and selling the Reference Shares.

Certain Notes Treated as Executory Contracts. We may treat certain notes as an executory
contract for U.S. federal income tax purposes. The applicable pricing supplement will indicate whether
we intend to treat a note as an executory contract for U.S. federal income tax purposes. This section
describes the principal U.S. federal income tax consequences of the purchase, beneficial ownership and
disposition of a note that we intend to treat as an executory contract, and the following discussion
assumes that there is a significant possibility of a significant loss of principal on an investment in the
notes treated as such.

There are no regulations, published rulings or judicial decisions addressing the treatment for
federal income tax purposes of notes with terms that are substantially the same as those described in this
section. Accordingly, the proper U.S. federal income tax treatment of the notes described in this section is
uncertain. Under one approach, the notes would be treated as pre-paid executory contracts with respect to
the reference index or asset. We intend to treat each note described in this section consistent with this
approach, and pursuant to the terms of the notes, each holder agrees to such treatment for all U.S. federal
income tax purposes. Except for the possible alternative treatments described below, the balance of this
summary assumes that the notes described in this section are so treated.

Unless otherwise indicated in the applicable pricing supplement, if a note that is treated as an
executory contract provides for current interest payments (including contingent payments), we intend to
treat that interest as ordinary income at the time it accrues or is received in accordance with the U.S.
holder’s normal method of accounting for tax purposes.

A U.S. holder’s tax basis in a note described in this section generally will equal the U.S. holder’s
cost for the note. Upon receipt of cash upon maturity or redemption and upon the sale, exchange or other
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disposition of the note, a U.S. holder generally will recognize gain or loss equal to the difference between
the amount realized at maturity or on the redemption, sale, exchange or other disposition and the U.S.
holder’s tax basis in the note. Subject to the discussion below regarding section 1260 of the Code, any
such gain upon the maturity, redemption, sale, exchange or other disposition of the note generally will
constitute capital gain. Capital gain of non-corporate taxpayers from the maturity, redemption, sale,
exchange or other disposition of a non-principal protected note held for more than one year may be
eligible for preferential rates of taxation. Any loss from the maturity, redemption, sale, exchange or other
disposition of a non-principal protected note will generally constitute a capital loss. The ability of U.S.
holders to use capital losses to offset ordinary income is limited.

Section 1260 of the Code sets forth rules which are applicable to what it refers to as “constructive
ownership transactions.” Due to the manner in which it is drafted, the precise applicability of section 1260
of the Code to any particular transaction is often uncertain. If a Reference Asset, or one or more of the
entities included in, or owned by, a Reference Asset, as the case may be, is treated as a “regulated
investment company,” “real estate investment trust,” partnership, trust, or PFIC for U.S. federal income
tax purposes, or otherwise as a “pass-thru entity” for purposes of section 1260 of the Code (a “pass-thru
entity”), it is possible that U.S. holders will be subject to the “constructive ownership” rules of
section 1260 of the Code. In general, a “constructive ownership transaction” includes a contract under
which an investor will receive payment equal to or credit for the future value of any equity interest in a
“pass-thru entity” (such as shares of certain Reference Assets (the “Underlying Shares)). Under the
“constructive ownership” rules, if an investment in a note is treated as a “constructive ownership
transaction,” any long-term capital gain recognized by a U.S. holder in respect of the note will be
recharacterized as ordinary income to the extent such gain exceeds the amount of “net underlying long-
term capital gain” (as defined in section 1260 of the Code) of the U.S. holder determined as if the U.S.
holder had acquired the Underlying Shares on the original issue date of the note at fair market value and
sold them at fair market value on the maturity date (if the note was held until the maturity date) or on the
date of sale or exchange of the note (if the note was sold or exchanged prior to the maturity date) (the
“Excess Gain”). In addition, an interest charge will also apply to any deemed underpayment of tax in
respect of any Excess Gain to the extent such gain would have resulted in gross income inclusion for the
U.S. holder in taxable years prior to the taxable year of the sale, exchange or maturity of the note
(assuming such income accrued at a constant rate equal to the applicable federal rate as of the date of sale,
exchange or maturity of the note). Furthermore, unless otherwise established by clear and convincing
evidence, the “net underlying long-term capital gain” is treated as zero.

If such treatment applies, it is not entirely clear to what extent any long-term capital gain
recognized by a U.S. holder in respect of a note will be recharacterized as ordinary income. It is possible,
for example, that the amount of the Excess Gain (if any) that would be recharacterized as ordinary income
in respect of each note will equal the excess of (i) any long-term capital gain recognized by the U.S.
holder in respect of such a note over (ii) the “net underlying long-term capital gain” such U.S. holder
would have had if such U.S. holder had acquired a number of the Underlying Shares at fair market value
on the original issue date of such note for an amount equal to the “issue price” of the note and, upon the
date of sale, exchange or maturity of the note, sold such Underlying Shares at fair market value (which
would reflect the percentage increase in the value of the Underlying Shares over the term of the note).
Accordingly, it is possible that all or a portion of any gain on the sale or settlement of the notes after one
year could be treated as “Excess Gain” from a “constructive ownership transaction,” which gain would be
recharacterized as ordinary income, and subject to an interest charge.

Alternative Treatments. Although we intend to treat each note described in this section as a
Put Option and a Deposit or a pre-paid executory contract as described above, there are no regulations,
published rulings or judicial decisions addressing the characterization of securities with terms that are
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substantially the same as those of the notes described in this section, and therefore the notes could be
subject to some other characterization or treatment for U.S. federal income tax purposes. For example, the
notes could be treated as “contingent payment debt instruments” for U.S. federal income tax purposes. In
this case, in general, U.S. holders should be treated as described above under “—U.S. Federal Income Tax
Treatment of the Notes as Indebtedness for U.S. Federal Income Tax Purposes —Contingent Notes.”

In addition, certain proposed Treasury Regulations require the accrual of income on a current
basis for contingent payments made under certain “notional principal contracts.” The preamble to the
proposed regulations states that the “wait and see” method of accounting does not properly reflect the
economic accrual of income on those contracts, and requires current accrual of income for some contracts
already in existence. While the proposed regulations should not apply to the notes, the preamble to the
proposed regulations indicates that similar timing issues exist in the case of contracts similar to certain
notes. If the IRS or the U.S. Treasury Department publishes future guidance requiring current economic
accrual for contingent payments on contracts similar to certain notes, it is possible that a U.S. holder
could be required to accrue income over the term of the notes described in this section.

It is possible that the notes could be treated as representing an ownership interest in the Reference
Asset for U.S. federal income tax purposes, in which case a U.S. holder’s U.S. federal income tax
treatment could also be different than described above.

Moreover, section 1260 of the Code authorizes the U.S. Treasury Department to promulgate
regulations (possible with retroactive effect) to expand the application of the section 1260 of the Code. It
is possible that these rules could apply, for example, to recharacterize long-term capital gain on the notes
to the extent that a U.S. holder’s return reflects dividend income or the U.S. holder would have
recognized short-term capital gain (rather than long-term capital gain) had the holder owned the
Reference Asset or the constituents of the Reference Asset by reason of, for example, a rebalancing of the
Reference Asset. Finally, other alternative U.S. federal income tax characterizations or treatments of the
notes described in this section are possible, and if applied could also affect the timing and the character of
the income or loss with respect to the notes. Accordingly, U.S. holders should consult their tax advisors
regarding the potential application of the “constructive ownership” rules.

If a Reference Asset, or one or more components of a Reference Asset, is a “section 1256
contract” as defined in section 1256(b) of the Code, it is possible that the IRS could assert that
section 1256 of the Code should apply to the notes or a portion of the notes. If section 1256 were to apply
to the notes, gain or loss recognized with respect to the notes (or the relevant portion of the notes) would
be treated as 60% long-term capital gain or loss and 40% short-term capital gain or loss, without regard to
your holding period in the notes. You would also be required to mark the notes (or a portion of the notes)
to market at the end of each year (i.e., recognize income as if the notes or relevant portion of notes had
been sold for fair market value). Alternatively, it is also possible that you could be required to recognize
gain or loss each time a Reference Asset or any component of a Reference Asset rolls and/or when the
composition or weighting of a Reference Asset or any component of a Reference Asset changes. Such
gain or loss may also be subject to section 1256 as discussed above, under which 60% of the gain or loss
would be treated as long-term capital gain or loss and 40% would be treated as short-term capital gain or
loss.

Furthermore, if a Reference Asset, or one or more components of a Reference Asset, is a
“collectible” as defined in section 408(m) of the Code, it is possible that the IRS could assert that the
notes (or a portion of the notes) should be treated as giving rise to “collectibles” gain or loss if you have
held the notes for more than one year, although we do not think such a treatment would be appropriate
because a sale or exchange of the notes is not a sale or exchange of a collectible but is rather a sale or
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exchange of a pre-paid forward or other executory contract that reflects the value of a collectible.
“Collectibles” gain is currently subject to tax at marginal rates of up to 28%.

Finally, in Notice 2008-2, the IRS and the U.S. Treasury Department requested comments as to
whether the purchaser of an exchange traded note or pre-paid forward contract (which may include a note
that we intend (and you agree) to treat as an executory contract, or as a Put Option and a Deposit, for U.S.
federal income tax purposes) should be required to accrue income during its term under a mark-to-market,
accrual or other methodology, whether income and gain on such a note or contract should be ordinary or
capital, and whether foreign holders should be subject to withholding tax on any deemed income accrual.
Accordingly, it is possible that regulations or other guidance could provide that a U.S. holder of such a
note is required to accrue income in respect of the note prior to the receipt of payments under the note or
its earlier sale. Moreover, it is possible that any such regulations or other guidance could treat all income
and gain of a U.S. holder in respect of a note as ordinary income (including gain on a sale). It is unclear
whether any regulations or other guidance would apply to the notes (possibly on a retroactive basis).
Prospective investors are urged to consult with their tax advisors regarding Notice 2008-2 and the
possible effect to them of the issuance of regulations or other guidance that affects the U.S. federal
income tax treatment of the notes.

Other characterizations and treatments of notes described in this section are possible. Prospective
investors in the notes described in this section should consult their tax advisors as to the tax consequences
to them of purchasing the notes, including any alternative characterizations and treatments.

Medicare Tax

Certain U.S. individuals, trusts and estates are subject to an additional 3.8% tax on their net
investment income (which includes interest (including original issue discount) and gains from a
disposition of a note). Prospective investors in the notes should consult their tax advisors regarding the

possible applicability of this tax to an investment in the notes.

Tax Treatment of Non-U.S. Holders

Subject to the discussions below, payments of interest (including original issue discount) on the
notes that are treated as indebtedness for U.S. federal income tax purposes to non-U.S. holders will not be
subject to federal withholding tax if the following conditions are satisfied:

e the non-U.S. holder does not actually or constructively own 10% or more of the total
combined voting power of all classes of our stock entitled to vote;

e the non-U.S. holder is not a controlled foreign corporation for U.S. federal income tax
purposes that is related to us through actual or constructive ownership;

e the non-U.S. holder is not a bank receiving interest on a loan made in the ordinary course of
its trade or business;

e interest payable on the notes is either (a) not determined by reference to any receipts, sales or
other cash flow, income or profits, change in the value of any property of, or any dividend or
similar payment made by us or a person related to us, within the meaning of Code
section 871(h)(4)(A) or (b) determined by reference to changes in the value of actively traded
property or an index of the value of actively traded property within the meaning of
section 871(h)(4)(C)(v) of the Code; and
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e the payments are not effectively connected with a trade or business conducted by the non-
U.S. holder in the United States and either (a) the non-U.S. holder provides a correct,
complete and executed IRS Form W-8BEN, IRS Form W-8BEN-E or IRS Form W-8IMY (or
successor form) with appropriate attachments, or (b) the non-U.S. holder holds its note
through a qualified intermediary (generally a foreign financial institution or clearing
organization or a non-U.S. branch or office of a U.S. financial institution or clearing
organization that is a party to a withholding agreement with the IRS) which has provided an
IRS Form W-8IMY and has received documentation upon which it can rely to treat the
payment as made to a foreign person.

If any of these conditions are not satisfied, interest (including original issue discount) on the notes
may be subject to a 30% withholding tax, unless an income tax treaty reduces or eliminates the tax or the
interest is effectively connected with the conduct of a U.S. trade or business and, in either case, certain
certification requirements are met. If such non-U.S. holder is a foreign corporation, it may be subject to a
branch profits tax equal to 30% (or such lower rate provided by an applicable treaty) of its effectively
connected earnings and profits for the taxable year, subject to certain adjustments.

Notwithstanding the foregoing, because the U.S. federal income tax treatment (including the
applicability of withholding) of stated periodic interest payments on notes that are not treated as
indebtedness for U.S. federal income tax purposes is uncertain, which may include, for example, certain
notes treated as a Put Option and a Deposit, as well as certain notes treated as executory contracts, we will
withhold U.S. federal income tax at a 30% rate (or at a lower rate under an applicable income tax treaty)
on the entire amount of stated periodic interest payments made. We will not pay any additional amounts
in respect of such withholding.

A “dividend equivalent” payment is treated as a dividend from sources within the U.S. and such
payments generally would be subject to a 30% (or a lower rate under an applicable treaty) withholding tax
if paid to a non-U.S. holder. Under proposed Treasury Regulations, certain payments that are contingent
upon or determined by reference to U.S. source dividends, including payments reflecting adjustments for
extraordinary dividends, with respect to equity-linked instruments, including certain of the notes, may be
treated as dividend equivalents. Under the proposed Treasury Regulations, withholding due to any
payment being treated as a “dividend equivalent” will begin no earlier than January 1, 2016. However, the
U.S. Treasury Department and the IRS have announced that they intend to limit this withholding to
equity-linked instruments issued on or after the date that is 90 days after the date of publication in the
U.S. Federal Register of final regulations addressing dividend equivalent withholding. In that case, we
(or the applicable paying agent) would be entitled to withhold taxes without being required to pay any
additional amounts with respect to amounts so withheld. Further, non-U.S. holders may be required to
provide certifications prior to, or upon the sale, redemption or maturity of the notes in order to minimize
or avoid U.S. withholding taxes. Holders are urged to consult with their own tax advisors regarding the
possible implications of this legislation on their investment in the notes.

In general, gain realized on the sale, exchange or retirement of the notes by a non-U.S. holder will
not be subject to U.S. federal income tax, unless:

e the gain with respect to the notes is effectively connected with a trade or business conducted
by the non-U.S. holder in the United States, or

e the non-U.S. holder is a nonresident alien individual who holds the notes as a capital asset
and is present in the United States for more than 182 days in the taxable year of the sale and
certain other conditions are satisfied.
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If the gain realized on the sale, exchange or retirement of the notes by the non-U.S. holder is
described in either of the two preceding bullet points, the non-U.S. holder may be subject to U.S. federal
income tax with respect to the gain except to the extent that an income tax treaty reduces or eliminates the
tax and the appropriate documentation is provided.

Non-U.S. holders that receive Reference Shares (as described above under “—Certain Notes
Treated as a Put Option and a Deposit or an Executory Contract—Certain Notes Treated as a Put Option
and a Deposit”) should consult the offering documents for the Reference Shares for the U.S. federal
income tax treatment of acquiring, owning and selling the Reference Shares.

A note held by an individual who at death is a non-U.S. holder should generally not be includible
in the individual’s gross estate for federal estate tax purposes if the individual would not be subject to any
federal income or withholding tax with respect to income or gain on the note.

Non-U.S. holders should consult the offering documents for the Reference Shares for the federal
estate tax treatment of acquiring, owning and selling the Reference Shares.

As discussed above under “—Tax Treatment of U.S. Holders—Certain Notes Treated as a Put
Option and a Deposit or an Executory Contract—Alternative Treatments,” alternative characterizations
and treatments of the notes for U.S. federal income tax purposes are possible. Should an alternative
characterization or treatment, by reason of change or clarification of the law, by regulation or otherwise,
cause payments as to a note to become subject to (additional) withholding tax, we will withhold
(additional) tax at the applicable statutory rate. Prospective investors in the notes should consult their tax
advisors as to the tax consequences to them of purchasing the notes, including any alternative
characterizations and treatments.

Information Reporting and Backup Withholding

Distributions made on the notes and proceeds from the sale of notes to or through certain brokers
may be subject to a “backup” withholding tax on “reportable payments” unless, in general, the noteholder
complies with certain procedures or is an exempt recipient. Any amounts so withheld from distributions
on the notes generally will be refunded by the IRS or allowed as a credit against the noteholder’s U.S.
federal income tax, provided the noteholder makes a timely filing of an appropriate tax return or refund
claim.

Reports will be made to the IRS and to holders that are not excepted from the reporting
requirements.

Foreign Account Tax Compliance Act

The Foreign Account Tax Compliance Act (“FATCA”) will impose a 30% U.S. withholding tax
on certain U.S. source payments, including interest (and original issue discount), dividends, other fixed or
determinable annual or periodical gain, profits, and income, and on the gross proceeds from a disposition
of property of a type which can produce U.S. source interest or dividends (“Withholdable Payments”), if
paid to a foreign financial institution (including amounts paid to a foreign financial institution on behalf
of a holder), unless such institution enters into an agreement with the U.S. Treasury Department to collect
and provide to the U.S. Treasury Department certain information regarding U.S. financial account
holders, including certain account holders that are foreign entities with U.S. owners, with such institution,
or otherwise complies with FATCA. FATCA also generally imposes a withholding tax of 30% on
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Withholdable Payments made to a non-financial foreign entity unless such entity provides the
withholding agent with a certification that it does not have any substantial U.S. owners or a certification
identifying the direct and indirect substantial U.S. owners of the entity. Under certain circumstances, a
holder may be eligible for refunds or credits of such taxes.

These withholding and reporting requirements generally apply to U.S. source periodic payments
made after June 30, 2014 and to payments of gross proceeds from a sale or redemption made after
December 31, 2016. If we determine withholding is appropriate with respect to the notes, we will
withhold tax at the applicable statutory rate, and we will not pay any additional amounts in respect of
such withholding. Prospective depositors are urged to consult with their own tax advisors regarding the
possible implications of FATCA on their investment in the notes.

THE PRECEDING DISCUSSION IS ONLY A SUMMARY OF CERTAIN OF THE TAX
IMPLICATIONS OF AN INVESTMENT IN NOTES. PROSPECTIVE INVESTORS ARE URGED TO
CONSULT WITH THEIR OWN TAX ADVISORS PRIOR TO INVESTING TO DETERMINE THE
TAX IMPLICATIONS OF SUCH INVESTMENT IN LIGHT OF EACH SUCH INVESTOR’S
PARTICULAR CIRCUMSTANCES.
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SUPPLEMENTAL PLAN OF DISTRIBUTION (CONFLICTS OF INTEREST)

We are offering the notes on a continuing basis through the agents. In addition, we may offer the
notes through certain other agents to be named in the applicable pricing supplement. Each agent has
agreed, and any additional agents will agree, to use reasonable efforts to solicit offers to purchase the
notes. We will have the sole right to accept offers to purchase the notes and may reject any offer in whole
or in part. Each agent may reject, in whole or in part, any offer it solicited to purchase the notes. We will
pay an agent, in connection with sales of these notes resulting from a solicitation that the agent made or
an offer to purchase the agent received, a commission as set forth in the applicable pricing supplement.

We may also sell the notes to the agents as principal for their own respective accounts at
discounts to be agreed upon at the time of sale as disclosed in the applicable pricing supplement. The
agents may resell the notes to investors and other purchasers at a fixed offering price or at prevailing
trading levels or prices, or prices related thereto at the time of resale or otherwise, as the agents determine
and as we will specify in the applicable pricing supplement. Each agent may offer the notes it has
purchased as principal to other dealers. Each agent may sell the notes to any dealer at a discount, and
unless otherwise specified in the applicable pricing supplement, the discount allowed to any dealer will
not be in excess of the discount the agent will receive from us. After the initial public offering of notes
that the agent is to resell on a fixed public offering price basis, the agent may change the public offering
price, concession and discount.

Each agent may be deemed to be an “underwriter” within the meaning of the Securities Act of
1933, as amended. We and each agent have agreed to indemnify the other against certain liabilities,
including liabilities under the Securities Act, or to contribute to payments made in respect of those
liabilities. We have also agreed to reimburse each agent for specified expenses.

Unless otherwise provided in the applicable pricing supplement, we do not intend to apply for the
listing of these notes on a national securities exchange. The agents may make a market in the notes or, if
separable, any other securities included in units, as applicable laws and regulations permit. The agents
are not obligated to do so, however, and the agents may discontinue making a market at any time without
notice. No assurance can be given as to the liquidity of any trading market for the notes or, if separable,
any other securities included in units.

HSBC Securities (USA) Inc. is our wholly owned subsidiary. To the extent it is named in the
applicable pricing supplement, each offering of the notes will be conducted in compliance with the
requirements of the Financial Industry Regulatory Authority, Inc. (“FINRA”) Rule 5121 regarding a
FINRA member firm’s distributing the securities of an affiliate. In such offerings, HSBC Securities USA
Inc. will not confirm sales to any accounts over which it exercises discretionary authority without the
prior written approval of the customer.

Following the initial distribution of the notes, each agent may offer and sell those notes in the
course of its business as a broker-dealer. An agent may act as principal or agent in those transactions and
may make any sales at varying prices related to prevailing trading levels or prices at the time of sale or
otherwise. The agents are not obligated to make a market in any of the notes or any other securities
included in units and may discontinue any market-making activities at any time without notice.
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Selling Restrictions
European Economic Area

In relation to each Member State of the European Economic Area which has implemented the
Prospectus Directive (each, a Relevant Member State), each Dealer has represented and agreed that with
effect from and including the date on which the Prospectus Directive is implemented in that Relevant
Member State (the Relevant Implementation Date) it has not made and will not make an offer of notes to
the public in that Relevant Member State except that it may, with effect from and including the Relevant
Implementation Date, make an offer of notes to the public in that Relevant Member State:

(a) at any time to any legal entity which is a qualified investor as defined in the
Prospectus Directive;

(b) at any time to fewer than 100 or, if the Relevant Member State has implemented
the relevant provision of the 2010 PD Amending Directive, 150 natural or legal persons (other
than qualified investors as defined in the Prospectus Directive), as permitted under the Prospectus
Directive, subject to obtaining the prior consent of the representatives for any such offer; or

(©) at any time in any other circumstances falling within Article 3(2) of the
Prospectus Directive, provided that no such offer of notes referred to in (a) to (c) above shall
require HSBC USA or the agents to publish a prospectus pursuant to Article 3 of the Prospectus
Directive or to supplement a prospectus pursuant to Article 16 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of notes to the public” in relation to
any notes in any Relevant Member State means the communication in any form and by any means of
sufficient information on the terms of the offer and the notes to be offered so as to enable an investor to
decide to purchase or subscribe the notes, as the same may be varied in that Member State by any
measure implementing the Prospectus Directive in that Member State, the expression “Prospectus
Directive” means Directive 2003/71/EC (and amendments thereto, including the 2010 PD Amending
Directive, to the extent implemented in the Relevant Member State), and includes any relevant
implementing measure in the Relevant Member State and the expression “2010 PD Amending Directive”
means Directive 2010/73/EU.

United Kingdom

Each Agent has represented and agreed and each further Agent appointed under the Program will
be required to represent and agree that:

(a) in relation to notes with a maturity of less than one year, it is a person whose
ordinary activities involve it in acquiring, holding, managing, or disposing of investments (as
principal or agent) for the purposes of its business and (b) it has not offered or sold and will not
offer or sell any notes other than to persons:

(i.)  whose ordinary activities involve them in acquiring, holding, managing, or
disposing of investments (as principal or agent) for the purposes of their

businesses; or

(ii.) who it is reasonable to expect will acquire, hold, manage, or dispose of
investments (as principal or agent) for the purposes of their businesses,
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where the issue of the notes would otherwise constitute a contravention of Section 19 of
the Financial Services and Markets Act 2000 (“FSMA”) by the Issuer;

(b) it has only communicated or caused to be communicated and will only
communicate or cause to be communicated an invitation or inducement to engage in investment
activity (within the meaning of Section 21 of the FSMA) received by it in connection with the
issue or sale of any notes in circumstances in which Section 21(1) of the FSMA does not apply to
the Issuer; and

(©) it has complied and will comply with all applicable provisions of the FSMA with
respect to anything done by it in relation to any notes in, from or otherwise involving the United
Kingdom.

Hong Kong

The notes may not be offered or sold in Hong Kong by means of any document other than (i) in
circumstances which do not constitute an offer to the public within the meaning of the Companies
Ordinance (Cap. 32, Laws of Hong Kong), or (ii) to “professional investors” within the meaning of the
Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder, or (iii)
in other circumstances which do not result in the document being a “prospectus” within the meaning of
the Companies Ordinance (Cap. 32, Laws of Hong Kong), and no advertisement, invitation or document
relating to the notes may be issued or may be in the possession of any person for the purpose of issue (in
each case whether in Hong Kong or elsewhere), which is directed at, or the contents of which are likely to
be accessed or read by, the public in Hong Kong (except if permitted to do so under the laws of Hong
Kong) other than with respect to notes which are or are intended to be disposed of only to persons outside
Hong Kong or only to “professional investors” within the meaning of the Securities and Futures
Ordinance (Cap. 571, Laws of Hong Kong) and any rules made thereunder.

Italy

The offering of the notes has not been cleared by the Commissione Nazionale per le Societa ¢ la
Borsa (“CONSOB”) pursuant to Italian Securities legislation. Accordingly, the notes may not be offered,
sold or delivered, directly or indirectly and copies of this prospectus or any other document relating to the
notes may not be distributed in the Republic of Italy unless such offer, sale or delivery of notes or
distribution of copies of this prospectus or other documents relating to the notes in the Republic of Italy
is:

(a) made only to “qualified investors” (investitori qualificati), as defined pursuant to
Article 34-ter, first paragraph, letter b), of CONSOB Regulation No. 11971 of May 14, 1999, as
amended (the “Regulation on Issuers”); or

(b) in other circumstances which are exempt from the rules on public offers pursuant
to Article 100 of Legislative Decree No. 58 of February 24, 1998 (the “Italian Securities Act”)
and its implementing CONSOB regulations, including the Regulation on Issuers.

Any such offer, sale or delivery of the notes or distribution of copies of this prospectus or any
other document relating to the notes in the Republic of Italy must be in compliance with the selling
restrictions under (a) and (b) above and:

(i.) made by soggetti abilitati (including investment firms, banks or financial
intermediaries, as defined by Article 1, first paragraph, letter r), of the Italian
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Securities Act), to the extent duly authorized to engage in the placement and/or
underwriting and/or purchase of financial instruments in the Republic of Italy in
accordance with the relevant provisions of the Italian Securities Act, CONSOB
Regulation 16190 of October 29, 2007, as amended, Legislative Decree No. 385
of September 1, 1993, as amended (the “Italian Banking Act”) and any other
applicable laws and regulations; and

(i1.) in compliance with any other applicable requirement or limitation which may be
imposed by CONSOB or the Bank of Italy or any other Italian regulatory
authority.

Any investor purchasing the notes is solely responsible for ensuring that any offer or resale of the
notes it purchased occurs in compliance with applicable laws and regulations.

Please note that in accordance with Article 100-bis of the Italian Securities Act, the subsequent
resale on the secondary market in the Republic of Italy of the notes (which were part of an offer made
pursuant to an exemption from the obligation to publish a prospectus) constitutes a distinct and
autonomous offer that must be made in compliance with the public offer and prospectus requirement rules
provided under the Italian Securities Act and the Regulation on Issuers unless an exemption applies.
Failure to comply with such rules may result in the subsequent resale of such notes being declared null
and void and in the liability of the intermediary transferring the notes for any damage suffered by the
investors.

Japan

The notes have not been and will not be registered under the Financial Instruments and Exchange
Law of Japan (as amended, the “FIEL”). The notes may not be offered or sold, directly or indirectly, in
Japan or to, or for the benefit of any resident of Japan or Japanese corporation, except in accordance with
the provisions of, or pursuant to an exemption in accordance with the provisions of, or pursuant to an
exemption available under, the applicable laws and regulations of Japan including the FIEL. For the
purpose hereof, “resident of Japan” means an individual whose address is in Japan, and “Japanese
corporation” means a legal entity organized under the laws of Japan.

Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority of
Singapore. Accordingly, this prospectus and any other document or material in connection with the offer
or sale, or invitation for subscription or purchase, of the notes may not be circulated or distributed, nor
may the notes be offered or sold, or be made the subject of an invitation for subscription or purchase,
whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor under
Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”), (ii) to a relevant
person pursuant to Section 275(1), or any person pursuant to Section 275(1A), and in accordance with the
conditions specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the
conditions of, any other applicable provision of the SFA.

Where the notes are subscribed or purchased under Section 275 of the SFA by a relevant person
which is: (a) a corporation (which is not an accredited investor as defined in Section 4A of the SFA) the
sole business of which is to hold investments and the entire share capital of which is owned by one or
more individuals, each of whom is an accredited investor; or (b) a trust (where the trustee is not an
accredited investor) whose sole purpose is to hold investments and each beneficiary of the trust is an
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accredited investor; shares, debentures and units of shares and debentures of that corporation or the
beneficiaries’ rights and interest (howsoever described) in that trust shall not be transferred within six
months after that corporation or that trust has acquired the notes pursuant to an offer made under Section
275 of the SFA except: (1) to an institutional investor (for corporations under Section 274 of the SFA) or
to a relevant person defined in Section 275(2) of the SFA, or to any person pursuant to an offer that is
made on terms that such shares, debentures and units of shares and debentures of that corporation or such
rights and interest in that trust are acquired at a consideration of not less than US$200,000 (or its
equivalent in a foreign currency) for each transaction, whether such amount is to be paid for in cash or by
exchange of securities or other assets, and further for corporations, in accordance with the conditions
specified in Section 275 of the SFA; (2) where no consideration is or will be given for the transfer; or (3)
where the transfer is by operation of law.
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