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Auditors’ report  

To: The shareholders of HSBC Bank, Egypt (SAE) 

Report on the separate financial statements 

We have audited the accompanying separate financial statements of HSBC Bank - Egypt (S.A.E.), which 

comprises the separate statement of financial position of HSBC Bank – Egypt (S.A.E) as of 31 December 2021 

and the separate statements of income, comprehensive income, cash flows and changes in equity for the year 

then ended, and a summary of significant accounting policies and other explanatory notes. 

Management’s responsibility for the financial statements 

These separate financial statements are the responsibility of Bank’s management. Management is responsible for 
the preparation and fair presentation of these separate financial statements in accordance with the rules of 
preparation and presentation of the Banks’ financial statements issued by the Central Bank of Egypt on 16 
December 2008 as amended by regulations issued on 26 February 2019, and in the light of the prevailing Egyptian 
laws.  

Management responsibility includes, designing, implementing and maintaining internal control relevant to the 

preparation and fair presentation of separate financial statements that are free from material misstatement, whether 

due to fraud or error; management responsibility also includes selecting and applying appropriate accounting 

policies, and making accounting estimates that are reasonable in the circumstances. 

Auditors’ responsibility 

Our responsibility is to express an opinion on these separate financial statements based on our audit. We 
conducted our audit in accordance with the Egyptian Standards on Auditing and in the light of the prevailing 
Egyptian laws. Those standards require that we comply with ethical requirements and plan and perform the audit 
to obtain reasonable assurance whether the separate financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
separate financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the separate financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's preparation 

and fair presentation of the financial statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's 

internal control. An audit also includes evaluating the appropriateness of accounting policies used 

and the reasonableness of accounting estimates made by management, as well as evaluating the 

overall presentation of the separate financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 

opinion. 

Opinion 

In our opinion, the accompanying separate financial statements present fairly, in all material respects, the  financial 

position of HSBC Bank - Egypt (S.A.E.) as of 31 December 2021 and its separate financial performance and cash 

flows for the year then ended, in accordance with the rules of preparation and presentation of the Banks’ financial 

statements issued by the Central Bank of Egypt on 16 December 2008 as amended by regulations issued on 26 

February 2019, and the prevailing Egyptian laws and regulations relating to the preparation of these separate 

financial statements. 
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Report on other legal and regulatory requirements 

No material contravention, during the financial year ended 31 December 2021, of the provisions of Central Bank 
of Egypt and the Banking System Law no 194 of 2020 has come to our attention as part of our audit of the financial 
statements. In accordance with the requirements of Article 64 of the Central Bank of Egypt and Banking System 
Law No. 194 of 2020, the shareholders in the extraordinary general assembly held on 17 March  2021 agreed to 
increase the issued and paid-up capital of the bank to an amount of five billion Egyptian pounds, and this increase 
was set aside from the balance of retained earnings to amounts reserved under capital increase in the Statement 
of Changes in Equity until completion of the legal procedures as detailed in Note No (33). 

The Bank keeps proper financial records, which include all that is required by the law and the Banks’ article of 
incorporation and the accompanying separate financial statements are in agreement thereto. 

The financial information included in the Board of Directors’ report, are in agreement with the Bank’s records within 

the limits that such information is recorded therein. 

 

Auditors 

 

Mohamed Elmoataz 

F.R.A. (133) 

R.A.A. (12747) 

CBE Register No. (231) 

 Kamel Magdy Saleh 

Egyptian Financial 

Supervisory Authority 

Register”69” 

PricewaterhouseCoopers Ezzeldeen, Diab & Co. 

Public Accountants and Consultants 

Plot No 211, Second Sector, City Center New Cairo 11835, 
Egypt 

 Deloitte Saleh, Barsoum and AbdelAziz 

Accountants and Auditors 

2005 A Cornish El Nil – Ramlet Boulaq, 11221 , Egypt 
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Statement of financial position 

HSBC Bank Egypt SAE 

Separate statement of financial postition as at 31 December 2021 

(All amounts in EGP000) 
     

 
Note 

 
2021 

 
2020 

Assets  
    

Cash and balances with Central Bank of Egypt  15          8,643,628  8,075,506 

Due from banks 16          35,635,993  23,211,367 

Loans and advances to banks 17               337,144  206,507 

Loans and advances to customers 18          32,811,375  36,314,668 

Financial derivatives and coverage activities 19                  189,285  110,233 

Financial investments 20         17,059,513  12,175,038 

Treasury bills 21  34,131,632  33,687,617 

Investments in subsidiaries 22                35,517   35,517 

Intangible assets 23                346,367  176,293 

Other assets  24            2,282,257  1,849,088 

Deferred tax assets 31                108,816  102,288 

Investment property 26   62,091  83,527 

Fixed assets  25   621,786  466,178 

Total assets  
    132,265,404  116,493,827 

Liabilities and shareholders' equity  
    

Liabilities  
    

Due to banks 27            1,415,553  2,462,336 

Customers' deposits 28          106,451,121  90,219,973 

Financial derivatives and coverage activities 19   267,191  189,733 

Subordinated loans 39            2,072,000   2,072,000 

Other liabilities  29   2,357,163           4,978,729 

Other provisions 30               421,396  455,960 

Current income tax  
             843,444              657,343 

Defined benefits obligations 32              566,319  460,160 

Total liabilities  
      114,394,187  101,496,234 

Shareholders' equity  
    

Paid-up capital 33            2,795,567            2,795,567 

Amounts reserved under capital increase 33  2,204,433                   - 

Reserves 34            4,423,133           4,386,162 

Retained earnings 34            8,448,084           7,815,864 

Total shareholders' equity  
 17,871,217  14,997,593 

Total liabilities and shareholders' equity  132,265,404  116,493,827 

The accompanying notes from 1 to 41 form an integral part of these financial statements and are to be read therewith. 

 



 

 32   

Statement of income 

HSBC Bank Egypt SAE 

Separate statement of income for the year ended 31 December 2021 

(All amounts in EGP000) 
     

 
Note 

 

2021 
 

2020 

Interest income from loans and similar income 6 
 

9,144,465 
 

9,211,434 

Interest expense on deposits and similar expense 6 
 

(2,809,387) 
 

(2,786,368) 

Net interest income 
  

6,335,078 
 

6,425,066 

Fees and commissions income 7 
 

1,237,569 
 

1,062,074 

Fees and commissions expense 7 
 

(236,230) 
 

(187,375) 

Net fees and commissions income 
  

1,001,339 
 

874,699 

Dividends 8 
 

14,727 
 

12,723 

Net trading income 9 
 

455,881 
 

815,358 

Financial investment income 
  

2,180 
 

397 

Credit Loss impairment (charged)  12 
 

(450,783) 
 

(540,201) 

Administrative expenses 10 
 

(2,526,669) 
 

(2,307,681) 

Other operating income (expense) 11 
 

145,848 
 

(174,476) 

Profit before income tax 
  

4,977,601 
 

5,105,885 

Income tax expenses 13 
 

(1,576,994) 
 

(1,499,163) 

Net profit for the year 
  

3,400,607 
 

3,606,722 

Earnings per share (EGP/share) 
     

Basic 14 
 

89.58 
 

97.33 

The accompanying notes from 1 to 41 form an integral part of these financial statements and are to be read therewith. 
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Statement of comprehensive income 

HSBC Bank Egypt SAE 

Separate statement of comprehensive income for the year ended 31 December 2021 

(All amounts in EGP000)  
    

 
Note 

 

2021 
 

2020 

Net Profit for the year  
 

3,400,607 
 

3,606,722 

Items that may be reclassied to profit or loss  
    

Net changes on investments avilable for sale   
 

               -    
 

               -    

Net changes on investments in financial investment at FVOCI 34         (82,145)         79,552 

Expected credit loss through financial investment at FVOCI 12             2,058             (36,615) 

Actourial Losses   (42,830)                - 

Total impact related to other comprehensive income/(Loss)  
 

(122,917) 
 

       42,937 

Net fees and commissions income  
 

   3,277,690 
 

   3,649,659 

The accompanying notes from 1 to 41 form an integral part of these financial statements and are to be read therewith. 
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Statement of cash flows  

HSBC Bank Egypt SAE 

Separate statement of cash flows for the year ended 31 December 2021 

(All amounts in EGP000) 
     

 
Note  2021 

 
2020 

Cash Flows from operating activities  
  

 
 

 

Net profit before income tax 
  

4,977,601  5,105,885 

Adjustments to reconcile net profit to net cash flows from operating activities 

Depreciation and amortization  
  

193,337  115,731 

Impairment of assets 
  

450,783  582,822 

Other provisions formed  (30) 
 

48,765  264,383 

Provisions no longer required  (30)  (41,455)  (2) 

Revaluation differences for provisions other than loans provision (30) 
 

(336)  (822) 

(Gain) / Loss from sale of property and equipment (11)  (11,457)  9,661 

Loss from Intangible assets   -  1,957 

Other valuation differences on financial investments   (19,731)  63,939 

Dividends received (8)            (14,727)            (12,723) 

Operating income before changes in Assets and liabilities 
  

5,582,780  6,130,831 

Net decrease (increase) in assets and liabilities 
  

   

Due from banks 
  

(14,442,079)  4,459,070 

Loans and advances to customers (18)  3,055,887  (3,870,659) 

Loans and advances to banks (17)  (130,637)  62,381 

Financial derivatives (net) (19) 
 

(1,594)  34,518 

Other assets  (24) 
 

(433,922)  (30,691) 

Due to banks (27) 
 

(1,046,783)  481,442 

Customers' deposits (28)  16,231,148  6,921,793 

Other liabilities (29) 
 

(2,621,566)  3,625,232 

End of service compensation benefits (32)  106,159  23,204 

Utilized from other provisions (30)  (41,538)  (58,827) 

Income tax paid   (1,413,899)  (1,475,764) 

Net cash flows generated from operating activities  
 

4,843,956  16,302,530 

Cash flows from investing activities 
  

   

Payments to purchase fixed assets and branches preparation (25) 
 

(253,415)  (217,033) 
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Proceeds from sale of fixed assets 
  

16,206  7,796 

Treasury Bills (21)  (485,846)  1,785,523 

Payments to purchase intangible assets (23) 
 

          (255,020)  (206,690) 

Payments for purchase of financial investments (20)  (6,011,176)  (9,568,908) 

Proceeds from sale (redemption) of financial investments                       (20) 
 

1,106,118                       3,398,397 

Dividends received  (8) 
 

           14,727  12,723 

Net cash flows (used in) generated from investing activities  
  

(5,868,406)  (4,788,192) 

Cash flows from financing activities 
  

   

Dividends paid 
  

 (367,333)  (3,942,938) 

Net cash flows (used in) financing activities  
  

          (367,333)           (3,942,938) 

Net change in cash and cash equivalents during the year   (1,391,783)  7,571,400 

Cash and cash equivalents at the beginning of the year        21,875,925       14,304,525 

Cash and cash equivalents at the end of the year  
 

20,484,142  21,875,925 

Cash and cash equivalents are represented in:  
 

   

Cash and balances with Central Bank of Egypt 
  

8,644,566  8,076,623 

Due from banks 
  

35,643,270  23,217,899 

Treasury bills  
  

34,131,632  33,687,617 

Balance with Central Bank of Egypt as statutory reserve  
 

(6,936,453)  (6,397,779) 

Due from banks   (16,867,241)  (3,720,028) 

Treasury bills of maturity more than 3 months from date of 
acquisition  

 

 
(34,131,632)  (32,988,407) 

Cash and cash equivalents 36  20,484,142  21,875,925 

The accompanying notes from 1 to 41 form an integral part of these financial statements and are to be read therewith. 
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Statement of changes in the shareholders’ equity 

Separate statement of changes in equity for the year ended 31 December 2021 

(All amounts in EGP 000) 

 Note 

Paid up 

capital 

Amounts  

Reserved 

Under Capital 

Increase 

General 

Reserve 

Legal 

Reserve 

Capital 

Reserve 

Reserve for excess 

over par value – 

issuance premium 

Fair Value 

Reserve 

General 

Risk 

Reserves 

General 

Bank Risk 

Reserve 

Retained 

Earnings  Total 

Balances as of 31 

December 2019 
 2,795,567 - 1,883,173 1,324,798 28,791 6,728 175,323 491,666 - 8,584,826  15,290,872 

Dividends paid for 

year 2019 
 - - - - - - - - - (3,942,938)  (3,942,938) 

Transferred to legal 

reserve 
 - - - 72,984 - - - - - (72,984)  - 

Transferred to 

general reserve 
 - - 281,649 - - - - - - (281,649)  - 

Transferred to 

general risk reserve 
 - - - - - - - - 66,609 (66,609)  - 

Transferred to 

Capital Reserve 
 - - - - 11,504 - - - - (11,504)  - 

Net change in 

investement at fair 

value through OCI 

 - - - - - - 79,552 - - -  79,552 

ECL change in fair 

Value of  

investement through 

OCI 

 - - - - - - (36,615) - - -  (36,615) 

Net Change in OCI  - - - - - - 42,937 - - -  42,937 
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Net Profit for the 

year ended 31 

December 2020 

 - - - - - - - - - 3,606,722  3,606,722 

Balance as of 31 

December 2020 
 2,795,567 - 2,164,822 1,397,782 40,295 6,728 218,260 491,666 66,609 7,815,864  14,997,593 

Balance as of 31 

December 2020 
 2,795,567 - 2,164,822 1,397,782 40,295 6,728 218,260 491,666 66,609 7,815,864  14,997,593 

Amounts Reserved 

under Capital 

Increase 

(33) - 2,204,433 - - - - - - - (2,204,433) - - 

Dividents paid for 

year 2020 
 - - - - - - - - - (367,333)  (367,333) 

Transferred to 

General Reserve 
(34) - - 183,667 - - - - - - (183,667)  - 

Transferred to 

General Bank Risk 

Reserve 

(34) - - - - - - - - (66,609) 66,609  - 

Net change in 

investement at fair 

value through OCI 

 - - - - - - (82,145) - - -  (82,145) 

ECL change in fair 

Value of  

investement through 

OCI 

 - - - - - - 2,058 - - -  2,058 

Actourial losses  - - - - - - - - - (42,830)  (42,830) 

Net Change in OCI  - - - - - - (80,087) - - (42,830)  (122,917) 

Transfer to banking 

system support and 

development fund  

 - - - - - - - - - (36,733)  (36,733) 

Net Profit for the 

year ended 31 

December 2021 

 - - - - - - - - - 3,400,607  3,400,607 

Balance as of 31 

December 2021 
 2,795,567 2,204,433 2,348,489 1,397,782 40,295 6,728 138,173 491,666 - 8,448,084  17,871,217 

The accompanying notes from 1 to 41 form an integral part of these financial statements and are to be read therewith. 
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Proposed profit of appropriation statement 

HSBC Bank Egypt SAE 

Separate proposed profit of appropriation statement for the year ended 31 December 2021 

(All amounts in EGP 000) 
     

 
Note 

 

2021 
 

2020 

Net profit for the year (as per income statement) 
  

3,400,607 
 

3,606,722 

Less: 
  

 
 

 

Gain from sale of fixed assets transferred to capital reserve according to law 11 
 

(11,457) 
 

- 

General bank risk reserve 
  

(89,661) 
 

66,609 

Net profit for the year available for appropriation 
  

3,299,489 
 

3,673,331 

Add:      

Retained earnings at the beginning of the year 34  7,294,740  4,209,142 

Less:      

Accounting Treatement 34  (42,830)  - 

Amounts reserved under capital increase 33  (2,204,433)  - 

Retained earning balance   5,047,477  4,209,142 

Total   8,346,966  7,882,473 

Appropriation: 
 

  
 

 

General reserve 34 
 

164,975 
 

183,667 

Banking System Support and Development Fund 
  

32,995 
 

36,733 

Shareholders' dividends 35  1,979,528  - 

Employees' profit share 35 
 

419,306 
 

367,333 

Retained earnings at the end of the year 
  

5,750,162 
 

7,294,740 

Total 
  

8,346,966 
 

7,882,473 

The accompanying notes from 1 to 41 form an integral part of these financial statements and are 
to be read therewith. 
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Notes on the accounts 

HSBC Bank Egypt SAE 

Notes to the separate financial statements for the year ended 31 December 2021  

(In the notes, all amounts are shown in thousands of Egyptian pounds unless otherwise stated) 

1. Background 

HSBC Bank Egypt SAE provides retail, corporate and investment banking services in the Arab Republic of Egypt 

through 51 branches and 7 small units served by more than 1,570 staff at the date of the financial position. 

HSBC Bank Egypt SAE is established according to the Investment Law, in accordance with the decision no.60 for 

year 1982 taken by the minister of investment and international co-operation and published in "El Waqaa El Masria" 

newspaper on 17 May 1982 in the Arab Republic of Egypt. The head office is located in Cairo. The Bank started 

its operation on the 15th of December 1982. The Bank's shares have been delisted from the Egyptian stock 

exchange market on the 31st December 2009. 

The financial statements for the year ended 31 December 2021 have been approved for issuance by the Board of 
Directors on 10 February 2022. The shareholders have the right to amend these financial statements after their 
issuance. 

 

2. Summary of significant accounting policies 

The principal accounting policies applied in the preparation of these separate financial statements are set out below. 

These policies have been consistently applied to all the year presented, unless otherwise stated.  

A. Basis of preparation of financial statements 

The financial statements are prepared in accordance with the Central Bank of Egypt’s (CBE) instructions approved 

by its Board of Directors on 16 December 2008 as amended by regulations issued on 26 February 2019 and with 

the requirements of applicable Egyptian laws and regulations.  

The separate financial statements have been prepared under the historical cost convention, as modified by the 
revaluation of financial assets and liabilities classified as held at fair value through profit or loss, investment through 
other comprehensive income and all derivatives contracts. 

 

B. Subsidiaries  

 Subsidiaries are all companies (including special purpose entities) over which the Bank has owned directly or 

indirectly the power to govern the financial and operational policies and generally, the bank own more than 

one half of the voting rights. The existence and effect of potential voting rights that are currently exercisable or 

convertible are considered when assessing whether the Bank has the ability to control the entity. 

 The purchase method is used to account for the acquisition of subsidiaries by the Bank. The cost of an 

acquisition is measured as the fair value of the assets, or/and asset given or/and equity instruments issued 

and loans assumed at the date of exchange, plus costs directly attributable to the acquisition. Net assets, 

including contingent liabilities assumed in a business combination, are measured initially at their fair values at 

the acquisition date, irrespective of the minority interest. The excess of acquisition cost over the Bank’s share 

fair value in the net assets acquired is recorded as goodwill. If the acquisition cost is less than the fair value of 

the net assets, the difference is recognized directly in the income statement under the item ‘Other operating 

income / (expenses). 
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 Investments in subsidiaries in the separate financial statements are accounted for using the cost method. 

According to this method, investments recorded at cost of acquisition including goodwill and less any 

impairment losses. Dividends are recorded in the income statement when the right of distribution is authorized. 

C. Segment reporting 

A business segment is a group of assets and operations engaged in providing products or services that are subject 

to risks and returns which are different from those of other business segments. A geographical segment is a 

segment which provides products or services within a particular economic environment that are subject to risks 

and returns different from those of segments operating in other economic environments. 

 

D. Foreign currency transactions and balances 

The Bank keeps its accounting records in Egyptian pound. Foreign currency transactions are translated into 

Egyptian pound using the exchange rates prevailing at the date of the transaction. Monetary assets and liabilities 

in foreign currencies are retranslated at the end of each period at the exchange rates then prevailing. Foreign 

exchange gains and losses resulting from settlement of such transactions and valuation differences are 

recognized in the income statement under the following items:  

 Net trading income for the assets/liabilities held for trading. 

 Other operating income (expenses) for the other items. 

Changes in the fair value of monetary financial instruments in foreign currencies classified as investments through 

OCI (debt instruments) represents valuation differences resulting from changes in cost of the instrument and 

differences resulted from changes in applicable exchange rates and differences resulting from changes in the 

instrument fair value. Differences relating to changes in amortized cost are recognized in income statement under 

‘Interest and similar income’, while differences relating to changes in exchange rates are recognized under item 

‘Other operating income (expenses)’. Differences resulting from changes in fair value are recognized under ‘Fair 

value reserve – through OCI investments’ in the equity caption. 

Translation differences on non-monetary items carried at fair value are reported as part of the fair value gain or 

loss. For example, translation differences on non-monetary assets such as equities held at fair value through profit 

or loss are recognized in income statement as part of the fair value gain or loss and translation differences on non-

monetary assets such as equities classified as financial assets at FVOCI are recognized in equity reserves “Net 

change in investments at FVOCI”. 

E. Financial assets 

Classification and subsequent measurement – measurement categories 
The Bank classifies financial assets in the following measurement categories: FVTPL, FVOCI and AC. The 
classification and subsequent measurement of debt financial assets depends on: 
(i) the Bank’s business model for managing the related assets portfolio, and 
(ii) the cash flow characteristics of the asset. 

 

F. Valuation of financial instruments 

 
All financial instruments are recognized initially at fair value. Fair value is the price that would be received to 
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date. The fair value of a financial instrument on initial recognition is generally its transaction 
price (that is, the fair value of the consideration given or received). However, if there is a difference between 
the transaction price and the fair value of financial instruments whose fair value is based on a quoted price in 
an active market or a valuation technique that uses only data from observable markets, the bank recognizes 
the difference as a trading gain or loss at inception (a ‘day 1 gain or loss’). In all other cases, the entire day 1 
gain or loss is deferred and recognized in the income statement over the life of the transaction either until the 
transaction matures or is closed out, the valuation inputs become observable or the bank enters into an 
offsetting transaction. 
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F.1. Financial instruments measured at amortized cost 

 
Financial assets that are held to collect the contractual cash flows and that contain contractual terms that give 
rise on specified dates to cash flows that are solely payments of principal and interest, such as loans and 
advances to banks and customers and some debt securities, are measured at amortized cost. In addition, most 
financial liabilities are measured at amortized cost. The bank accounts for regular way amortized cost financial 
instruments using trade date accounting. The carrying value of these financial assets at initial recognition 
includes any directly attributable transactions costs. If the initial fair value is lower than the cash amount 
advanced, such as in the case of some leveraged finance and syndicated lending activities, the difference is 
deferred and recognized over the life of the loan through the recognition of interest income. 
 
F.2. Financial assets measured at fair value through other comprehensive income (‘FVOCI’) 

 
Financial assets held for a business model that is achieved by both collecting contractual cash flows and selling 
and that contain contractual terms that give rise on specified dates to cash flows that are solely payments of 
principal and interest are measured at FVOCI. 
 
These comprise primarily debt securities. They are recognized on the trade date when the bank enters into 
contractual arrangements to purchase and are normally derecognized when they are either sold or redeemed. 
They are subsequently re-measured at fair value and changes therein (except for those relating to impairment, 
interest income and foreign currency exchange gains and losses) are recognized in other comprehensive 
income until the assets are sold. Upon disposal, the cumulative gains or losses in other comprehensive income 
are recognized in the income statement as ‘Gains less losses from financial instruments’. Financial assets 
measured at FVOCI are included in the impairment calculations and impairment is recognized in profit or loss. 
The designation is irrevocable. 
 

F.3. Equity securities measured at fair value with fair value movements presented in OCI 
 
The equity securities for which fair value movements are shown in OCI are business facilitation and other 
similar investments where the bank holds the investments other than to generate a capital return. Gains or 
losses on de-recognition of these equity securities are not transferred to profit or loss. Otherwise equity 
securities are measured at fair value through profit or loss (except for dividend income which is recognized in 
profit or loss). 
 
F.4. Financial instruments designated at fair value through profit or loss 
 
Financial instruments, other than those held for trading, are classified in this category if they meet one or more 
of the criteria set out below and are so designated irrevocably at inception: 
 

 The use of the designation removes or significantly reduces an accounting mismatch; 

 When a group of financial assets and liabilities or a group of financial liabilities is managed and its performance 

is evaluated on a fair value basis, in accordance with a documented risk management or investment strategy; 

and 

 Where the financial liability contains one or more non-closely related embedded derivatives. 

 

      Designated financial assets are recognized when the bank enters into contracts with counterparties, which is 

generally on trade date, and are normally derecognized when the rights to the cash flows expire or are 

transferred. Designated financial liabilities are recognized when the bank enters into contracts with 

counterparties, which is generally on settlement date, and are normally derecognized when extinguished. 

Subsequent changes in fair values are recognized in the income statement in ‘Net income from financial 

instruments held for trading or managed on a fair value basis. 
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G. Netting between financial instruments 

Financial assets and liabilities are offset when there is a legally enforceable right to offset the recognized amounts 

and there is an intention to settle on a net basis or realize the asset and settle the liability simultaneously. 

 

H. Financial Liabilities 

 

H.1 Measurement categories 

 

Financial liabilities are classified at Amortized cost, except for: 

 

 Financial liabilities at FVTPL: this classification is applied to derivatives, financial liabilities held for trading 

(e.g. short positions in securities), contingent consideration recognized by an acquirer in a business 

combination and other financial liabilities designated as such at initial recognition, and. 

 Financial guarantee contracts and loan commitments. 

 

H.2 Derecognition 

Financial liabilities are derecognized when they are extinguished (i.e. when the obligation specified in the contract 

is discharged, cancelled or expires). 

An exchange between the Bank and its original lenders of debt instruments with substantially different terms, as 

well as substantial modifications of the terms and conditions of existing financial liabilities, are accounted for as an 

extinguishment of the original financial liability and the recognition of a new financial liability. 

 

I. Fair value hierarchy 

 

Fair values of financial assets and liabilities are determined according to the following hierarchy: 

 

 Level 1 – valuation technique using quoted market price: financial instruments with quoted prices for identical 

instruments in active markets that the bank can access at the measurement date. 

 Level 2 - valuation technique using observable inputs: financial instruments with quoted prices for similar 

instruments in active markets or quoted prices for identical or similar instruments in inactive markets and 

financial instruments valued using models where all significant inputs are observable. 

 Level 3 - valuation technique with significant unobservable inputs: financial instruments valued using valuation 

techniques where one or more significant inputs are unobservable. 
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2021 

 

Level 2 

Using observable inputs Total 

Recurring fair value measurements assets   

Financial assets at fair value through other 
comprehensive income 

51,191,145 51,191,145 

Financial Derivatives - Assets 189,285 189,285 

Financial Derivatives - Liabilities (267,191) (267,191) 

Total 51,113,239 51,113,239 

 

2020 

 

Level 2 

Using observable inputs Total 

Recurring fair value measurements assets   

Financial assets at fair value through other 
comprehensive income 

45,862,655 45,862,655 

Financial Derivatives - Assets 110,233 110,233 

Financial Derivatives - Liabilities (189,733) (189,733) 

Total 45,783,155 45,783,155 

 

J. Derivative financial instruments 

Derivatives are recognised at fair value at the date of the derivative contract and are subsequently revaluated at 

fair value. Fair values are obtained from quoted market prices in active markets, or according to the recent market 

deals, or the revaluation methods as the discounted cash flow modules and the pricing lists modules, as 

appropriate. Derivatives are carried as financial assets when the fair value is positive and as financial liabilities 

when the fair value is negative.   

 Derivatives that do not qualify for hedge accounting 

Derivative instruments that do not qualify for hedge accounting and changes in the fair value of any derivative 

instrument that does not qualify for hedge accounting are recognised immediately in the income statement under 

‘Net trading income’.  

 

K. Interest income and expense 

Interest income and expense related to bearing interest financial instruments, except for investments at fair value 

through profit and loss, are recognised using effective interest rate method under ‘Interest and similar income’ or 

‘Interest and similar charges’. 

The effective interest method is a method of calculating the amortised cost of a financial asset or liability and of 

allocating the interest income or interest expense over the life of the financial instrument. The effective interest rate 

is the rate that discounts estimated future cash payments or receipts over the expected life of the financial 

instrument or a shorter period when it is appropriate to reach the net carrying amount of the financial asset or 

liability. When calculating the effective interest rate, the Bank estimates cash flows, considering all contractual 

terms of the financial instrument (for example, prepayment options) but does not consider future credit losses.   

The calculation includes all fees and points paid or received between parties of the contract that are considered 

part of the effective interest rate. Transaction costs include all other premiums or discounts.   
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When loans or debts are classified as non-performing or impaired, related interest income is not recognised but is 

rather carried off-balance sheet in statistical records and is recognised under revenues according to cash basis as 

per the following: 

K.1 When collected and after recovery of all arrears for retail loans, mortgage loans for personal housing and 

small loans for businesses 

K.2 For loans granted to corporates, interest income is recognised on a cash basis after the Bank collects 25 

per cent of the scheduling instalments and after the instalments continued to be regular for at least one year. 

Interest income will not be recognised as revenue until full payment of the loan balance before the rescheduling 

and client is considered to be performing 

L. Fees and commission income 

Fees and commissions related to loan and advances are recognised as income when the service is rendered. 

Fees and commissions income related to non-performing or impaired loans or debts are suspended and are carried 

off-balance sheet and are recognised under income according to the cash basis when interest income is recognised 

in accordance with note (K/2) above. Fees and commissions that represent part of the financial asset effective rate 

are recognised as adjustment to the effective interest rate.   

Commitment fees on loans are deferred when there is probability that this loan will be used by the customer, as 

commitment fees represent compensation for the continuing interfere to own the financial asset. Subsequently, it 

is recognised as adjustment to the effective interest rate of the loan. If the commitment period passed without 

issuing the loan, commitment fees are recognised as income at the end of the commitment period. 

Fees and commissions related to debt instruments measured by fair value are recognised as income at initial 

recognition. Fees and commissions related to promtoing a syndicated loan are recognised as income when the 

marketing is completed and the loan is fully used or the Bank kept its share of the syndicated loan using the 

effective interest rate as used by the other participants.  

Commissions and fees arising from negotiation or participating in a negotiation to the favour of a third party as in 

share acquisition arrangements or purchase of securities or purchase or sale of businesses are recognised as 

income when the transaction is completed. Commissions and fees related to management advisory and other 

services are recognised as income based on the contract terms, usually on a time-appropriation basis. Long period 

financial planning and custody services and management fees are recognised over the period in which the service 

is provided.  

M. Dividends income 

Dividends are recognised in the income statement when the Bank’s right to receive those dividends is established. 

N. Agreement for purchase and resale, and agreement for selling and repurchase 

Financial instruments sold according to Sale and Re-purchase agreements are presented in the assets in Treasury 

bills & other governmental instruments in the financial position. Difference between face value & purchase amount 

is recorded as interest realized over the contractual period using effective interest method. 

O. Impairment of financial assets    

Expected Credit Loss 

Credit-impaired (stage 3) 

The Bank determines that a financial instrument is credit-impaired and in stage 3 by considering relevant objective 

evidence, primarily – whether: 

 Contractual payments of either principal or interest are past due for more than 90 days; 

 There are other indications that the borrower is unlikely to pay such as that a concession has been granted to 

the borrower for economic or legal reasons relating to the borrower’s financial condition; and 

 The loan is otherwise considered to be in default. 

 



 

 45   

If such unlikeliness, even where regulatory rules permit default to be defined based on 90 days past due. Therefore, 
the definitions of credit-impaired and default are aligned as far as possible so that stage 3 represents all loans 
which are considered defaulted or otherwise credit-impaired. 
Interest income is recognized by applying the effective interest rate to the amortized cost amount, i.e. gross carrying 
amount less ECL allowance. 

 

Write-off 

Financial assets (and the related impairment allowances) are normally written off, either partially or in full, when 

there is no realistic prospect of recovery. Where loans are secured, this is generally after receipt of any proceeds 

from the realization of security. In circumstances where the net realizable value of any collateral has been 

determined and there is no reasonable expectation of further recovery, write-off may be earlier. 

Renegotiation 

Loans are identified as renegotiated and classified as credit- impaired when we modify the contractual payment 

terms due to significant credit distress of the borrower. Renegotiated loans remain classified as credit-impaired 

until there is sufficient evidence to demonstrate a significant reduction in the risk of non-payment of future cash 

flows and retain the designation of renegotiated until maturity or derecognized. 

A loan that is renegotiated is derecognised if the existing agreement is cancelled and a new agreement is made 

on substantially different terms or if the terms of an existing agreement are modified such that the renegotiated 

loan is a substantially different financial instrument. Any new loans that arise following derecognised events in 

these circumstances are considered to be purchased or originated credit-impaired (POCI) and will continue to be 

disclosed as renegotiated loans. 

Other than originated credit-impaired loans, all other modified loans could be transferred out of stage 3 if they no 

longer exhibit any evidence of being credit-impaired and, in the case of renegotiated loans, there is sufficient 

evidence to demonstrate a significant reduction in the risk of non-payment of future cash flows, over the minimum 

observation period, and there are no other indicators of impairment. These loans could be transferred to stage 1 

or 2 based on the mechanism as described below by comparing the risk of a default occurring at the reporting date 

(based on the modified contractual terms) and the risk of a default occurring at initial recognition (based on the 

original, unmodified contractual terms). Any amount written off as a result of the modification of contractual terms 

would not be reversed. 

Loan modifications that are not credit-impaired 

Loan modifications that are not identified as renegotiated are considered to be commercial restructuring. Where a 

commercial restructuring results in a modification (whether legalized through an amendment to the existing terms 

or the issuance of a new loan contract) such that group’s rights to the cash flows under the original contract have 

expired, the old loan is derecognized and the new loan is recognized at fair value. The rights to cash flows are 

generally considered to have expired if the commercial restructure is at market rates and no payment-related 

concession has been provided. 

Significant increase in credit risk (stage 2) 

An assessment of whether credit risk has increased significantly since initial recognition is performed at each 

reporting period by considering the change in the risk of default occurring over the remaining life of the financial 

instrument. The assessment explicitly or implicitly compares the risk of default occurring at the reporting date 

compared to that at initial recognition, taking into account reasonable and supportable information, including 

information about past events, current conditions and future economic conditions. The assessment is unbiased, 

probability-weighted, and to the extent relevant, uses forward-looking information consistent with that used in the 

measurement of ECL. The analysis of credit risk is multifactor. The determination of whether a specific factor is 

relevant and its weight compared with other factors depends on the type of product, the characteristics of the 

financial instrument and the borrower, and the geographical region. Therefore, it is not possible to provide a single 

set of criteria that will determine what is considered to be a significant increase in credit risk and these criteria will 

differ for different types of lending, particularly between retail and wholesale. 
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However, unless identified at an earlier stage, all financial assets are deemed to have suffered a significant 

increase in credit risk when 30 days past due. In addition, wholesale loans that are individually assessed, typically 

corporate and commercial customers, and included on a watch or worry list are included in stage 2. 

For wholesale portfolios, the quantitative comparison assesses default risk using a lifetime probability of default 

which encompasses a wide range of information including the obligor’s customer risk rating, macroeconomic 

condition forecasts and credit transition probabilities. Significant increase in credit risk is measured by comparing 

the average PD for the remaining term estimated at origination with the equivalent estimation at reporting date (or 

that the origination PD has doubled in the case of origination CRR greater than 3.3). 

The significance of changes in PD was informed by expert credit risk judgment, referenced to historical credit 

migrations and to relative changes in external market rates. The quantitative measure of significance varies 

depending on the credit quality at origination as follows: 

Origination CRR to Significance trigger – PD increase by 

0.1 – 1.2 15 bps 

2.1 – 3.3 30 bps 

Greater than 3.3 and not impaired 2X 

 

For loans initiated prior to the adoption of IFRS 9, the quantitative comparison with the current limits based on the 

deterioration of the additional credit risk classification as shown in the table below. 

For loans originated prior to the implementation of IFRS 9, the origination PD does not include adjustments to 

reflect expectations of future macroeconomic conditions since these are not available without the use of hindsight. 

In the absence of this data, origination PD must be approximated assuming through-the-cycle (TTC) PDs. For 

these loans, the quantitative comparison is supplemented with additional CRR deterioration based thresholds as 

set out in the table below: 

Origination CRR as significant CRR grade notches deterioration 

Deterioration ‘Stage 2’ > or equal to 

Additional significance criteria – Number 
required to identify as significant credit 

0.1 5 notches 

1.1 – 4.2 4 notches 

4.3 – 5.1 3 notches 

5.2 – 7.1 2 notches 

7.2 – 8.2 1 notch 

8.3 0 notch 

For certain portfolios of debt securities where external market ratings are available and credit ratings are not used 

in credit risk management, the debt securities will be in stage 2 if their credit risk increases to the extent they are 

no longer considered investment grade. Investment grade is where the financial instrument has a low risk of 

incurring losses, the structure has a strong capacity to meet its contractual cash flow obligations in the near term 

and adverse changes in economic and business conditions in the longer term may, but will not necessarily, reduce 

the ability of the borrower to fulfil their contractual cash flow obligations. 

For retail portfolios, default risk is assessed using a reporting date 12-month PD derived from credit scores which 

incorporate all available information about the customer. This PD is adjusted for the effect of macroeconomic 

forecasts for periods longer than 12 months and is considered to be a reasonable approximation of a lifetime PD 

measure. Retail exposures are first segmented into homogeneous portfolios, generally by country, product and 

brand. Within each portfolio, the stage 2 accounts are defined as accounts with an adjusted 12-month PD greater 

than the average 12-month PD of loans in that portfolio 12 months before they become 30 days past due. The 

expert credit risk judgments are that no prior increase in credit risk is significant. This portfolio-specific threshold 

identifies loans with a PD higher than would be expected from loans that are performing as originally expected and 

higher than that which would have been acceptable at origination. It therefore approximates a comparison of 

origination to reporting date PDs. 
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Unimpaired and without significant increase in credit risk – (stage 1) 

ECL resulting from default events that are possible within the next 12 months (12-month ECL) are recognised for 

financial instruments that remain in stage 1. 

 

Purchased or originated credit-impaired (POCI) 

Financial assets that are purchased or originated at a deep discount that reflects the incurred credit losses are 

considered to be POCI. 

This population includes the recognition of a new financial instrument following a renegotiation where concessions 

have been granted for economic or contractual reasons relating to the borrower’s financial difficulty that otherwise 

would not have been considered. The amount of change-in-lifetime ECL is recognised in profit or loss until the 

POCI is derecognised, even if the lifetime ECL are less than the amount of ECL included in the estimated cash 

flows on initial recognition. 

 

Movement between stages 

Financial assets can be transferred between the different categories (other than POCI) depending on their relative 

increase in credit risk since initial recognition. Financial instruments are transferred out of stage 2 if their credit risk 

is no longer considered to be significantly increased since initial recognition based on the assessments described 

above. Except for renegotiated loans, financial instruments are transferred out of stage 3 when they no longer 

exhibit any evidence of credit impairment as described above. Renegotiated loans that are not POCI will continue 

to be in stage 3 until there is sufficient evidence to demonstrate a significant reduction in the risk of non-payment 

of future cash flows, observed over a minimum one-year period and there are no other indicators of impairment. 

For loans that are assessed for impairment on a portfolio basis, the evidence typically comprises a history of 

payment performance against the original or revised terms, as appropriate to the circumstances. For loans that are 

assessed for impairment on an individual basis, all available evidence is assessed on a case-by-case basis. 

 

Measurement of ECL 

The assessment of credit risk, and the estimation of ECL, are unbiased and probability-weighted, and incorporate 

all available information which is relevant to the assessment including information about past events, current 

conditions and reasonable and supportable forecasts of future events and economic conditions at the reporting 

date. In addition, the estimation of ECL should take into account the time value of money. 

In general, the bank calculates ECL using three main components, a probability of default, and a loss given default 

and the exposure at default (EAD). 

The 12-month ECL is calculated by multiplying the 12-month PD, LGD and EAD. Lifetime ECL is calculated using 

the lifetime PD instead. 

The 12-month and lifetime PDs represent the probability of default occurring over the next 12 months and the 

remaining maturity of the instrument respectively. 

The EAD represents the expected balance at default, taking into account the repayment of principal and interest 

from the balance sheet date to the default event together with any expected drawdowns of committed facilities. 

The LGD represents expected losses on the EAD given the event of default, taking into account, among other 

attributes, the mitigating effect of collateral value at the time it is expected to be realized and the time value of 

money. 

The bank leverages the Basel II IRB framework where possible, with recalibration to meet the differing IFRS 9 

requirements as follows: 

 While 12-month PDs are recalibrated from Basel models where possible, the lifetime PDs are determined by 

projecting the 12-month PD using a term structure. For the wholesale methodology, the lifetime PD also takes 

into account credit migration, i.e. a customer migrating through the CRR bands over its life. 
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 The ECL for wholesale stage 3 is determined on an individual basis using a discounted cash flow (‘DCF’) 

methodology. The expected future cash flows are based on the credit risk officer’s estimates as of the reporting 

date, reflecting reasonable and supportable assumptions and projections of future recoveries and expected 

future receipts of interest. Collateral is taken into account if it is likely that the recovery of the outstanding 

amount will include realization of collateral based on its estimated fair value of collateral at the time of expected 

realisation, less costs for obtaining and selling the collateral. The cash flows are discounted at a reasonable 

approximation of the original effective interest rate. For significant cases, cash flows under four different 

scenarios are probability-weighted by reference to the three economic scenarios applied more generally by 

the Bank and the judgment of the credit risk officer in relation to the likelihood of the workout strategy 

succeeding or receivership being required. For less significant cases, the effect of different economic scenarios 

and work-out strategies are approximated and applied as an adjustment to the most likely outcome. 

Forward-looking economic inputs 

The bank applies multiple forward-looking global economic scenarios determined with reference to external 
forecast distributions representative of our view of forecast economic conditions, the Consensus Economic 
Scenario approach. This approach is considered sufficient to calculate unbiased expected loss in most economic 
environments. They represent a ‘most likely outcome’ (the Central scenario) and three, less likely, ‘Outer’ scenarios, 
referred to as the Upside, Downside scenarios and Additional Downside scenarios. The Central scenario is used 
by the annual operating planning process and, with regulatory modifications, will also be used in enterprise-wide 
stress tests.  

 
The Upside, Downside and Additional Downside are constructed following a standard process supported by a 
scenario narrative reflecting the bank’s current top and emerging risks and by consulting external and internal 
subject matter experts. The relationship between the Outer scenarios and Central scenario will generally be fixed 
with the Central scenario, with the difference between the Central and Outer scenarios in terms of economic 
severity being informed by the spread of external forecast distributions among professional industry forecasts. The 
Outer scenarios are economically plausible, internally consistent states of the world and will not necessarily be as 
severe as scenarios used in stress testing. The period of forecast is five years, after which the forecasts will revert 
to a view based on average past experience. The spread between the central and outer scenarios is grounded on 
consensus distributions of projected gross domestic product of Egypt. The economic factors include, but are not 
limited to, gross domestic product, unemployment, interest rates, and commercial property prices across all the 
countries in which the bank operates. 

 
In general, the consequences of the assessment of credit risk and the resulting ECL outputs will be probability-
weighted using the standard probability weights. This probability weighting may be applied directly or the effect of 
the probability weighting determined on a periodic basis, at least annually, and then applied as an adjustment to 
the outcomes resulting from the central economic forecast. The central economic forecast is updated quarterly. 

 
The bank recognizes that the Consensus Economic Scenario approach using three scenarios will be insufficient 
in certain economic environments. Additional analysis may be requested at management’s discretion, including 
the production of extra scenarios. If conditions warrant, this could result in a management overlay for economic 
uncertainty which is included in the ECL. 

 
Critical accounting estimates and judgements 
The calculation of the bank’s ECL under IFRS 9 requires the bank to make a number of judgements, assumptions 
and estimates. The most significant are set out below: 

 
Judgements Estimates: 

 

 Defining what is considered to be a significant increase in credit risk. 

 Determining the lifetime and point of initial recognition of overdrafts and credit cards. 

 Selecting and calibrating the PD, LGD and EAD models, which support the calculations, including making 

reasonable and supportable judgements about how models react to current and future economic conditions. 

 Selecting model inputs and economic forecasts, including determining whether sufficient and appropriately 

weighted economic forecasts are incorporated to calculate unbiased expected loss. 
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Period over which ECL is measured 

Expected credit loss is measured from the initial recognition of the financial asset. The maximum period considered 

when measuring ECL (be it 12-month or lifetime ECL) is the maximum contractual period over which the bank is 

exposed to credit risk. For wholesale overdrafts, credit risk management actions are taken no less frequently than 

on an annual basis and therefore this period is to the expected date of the next substantive credit review. The date 

of the substantive credit review also represents the initial recognition of the new facility. However, where the 

financial instrument includes both a drawn and undrawn commitment and the contractual ability to demand 

repayment and cancel the undrawn commitment does not serve to limit group’s exposure to credit risk to the 

contractual notice period, the contractual period does not determine the maximum period considered. Instead, ECL 

is measured over the period the group remains exposed to credit risk that is not mitigated by credit risk 

management actions. This applies to retail overdrafts and credit cards, where the period is the average time taken 

for stage 2 exposures to default or close as performing accounts, determined on a portfolio basis and ranging from 

between two and six years. In addition, for these facilities it is not possible to identify the ECL on the loan 

commitment component separately from the financial asset component. As a result, the total ECL is recognised in 

the loss allowance for the financial asset unless the total ECL exceeds the gross carrying amount of the financial 

asset, in which case the ECL is recognised as a provision. 

Credit-impaired (Stage 3) 

A financial instrument is credit-impaired when there is observable data that the following events have taken place, 

which on their own or in combination would have a detrimental impact on its cash flows. 

 Significant financial difficulty of the issuer or the borrower, eg known cash flow difficulties experienced by the 

borrower, or deterioration in the financial condition or outlook of the borrower such that its ability to repay is 

considered doubtful; 

 A breach of contract, such as a default or past due event, eg contractual payments of either principal or interest 

being past due for more than 90 days; 

 It is becoming probable that the borrower will enter bankruptcy or other financial reorganization; 

 Where relevant, the disappearance of an active market for that financial asset because of financial difficulties 

(experienced by the issuer); and 

 A concession granted to the borrower for economic or legal reasons relating to the borrower’s financial difficulty 

that HSBC would not otherwise consider, eg forgiveness or postponement of principal, interest or fees, where 

the concession is not insignificant. 

It should be noted that a downgrade of an entity’s external credit rating is not, of itself, evidence of impairment, 

although it may be evidence of impairment when considered with other available information. 

A financial instrument that is not Purchased or originated credit impaired (POCI) and meets any these criteria will 

be allocated to Stage 3. If the financial instrument no longer meets these criteria, it will be transferred to other 

stages as appropriate. 

 

 

Definition of default 

IFRS 9 requires an assessment of the extent of increase in credit risk of a financial instrument since initial 

recognition. This assessment is performed by considering the change in the risk of default occurring over the 

remaining life of the financial instrument as a result, the definition of default is important. 

IFRS 9 does not specifically define default, but requires it to be applied on a consistent basis with internal credit 

risk management practice for the relevant instruments and consider qualitative factors where appropriate. In 

addition, IFRS 9 also introduces a rebuttable presumption that default does not occur later than when a financial 

asset is 90 days past due unless there is reasonable and supportable information to demonstrate that a more 

lagging criterion is more appropriate. 
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In addition, default is defined under Basel for regulatory reporting purposes. The Basel regulation provides a clear 

definition by referring to the number of days past due and criteria for unlikeliness to pay. The criteria for unlikeliness 

to pay are similar to the definition of credit-impaired under IFRS 9 and in general, default for regulatory reporting 

purposes does not occur later than when a financial asset is 90 days past due as well. 

In view of the above, HSBC has decided to align the IFRS 9 definition of default and Basel definition of ‘default’ 

whenever possible. HSBC has decided not to rebut the presumption introduced by IFRS 9, i.e. default does not 

occur later than when a financial asset is 90 days past due. The use of the same default definition ensures that a 

single and consistent view of credit risk is applied for internal risk management, regulatory capital, and impairment 

calculations. In addition, since the criteria for credit-impaired under IFRS 9 can be interpreted consistently with the 

accounting default definition, all accounting defaults are considered to be credit-impaired and all credit-impaired 

assets are considered to be defaulted for accounting purposes. 

Upgrading from Stage 2 to Stage 1: 

The financial asset shall not be moved from Stage 2 to Stage 1 before meeting all the quantitative and qualitative 

elements of Stage 1 and full repayment of past-dues (principal & interest), and after the lapse of 3 months of regular 

repayment and fulfillment of Stage 1 requirements. 

Upgrading from Stage 3 to Stage 2: 

The financial asset shall not be moved from Stage 3 to Stage 2 before meeting all the following conditions: 

 Meeting all the quantitative and qualitative elements of Stage 2; 

 Paying 25 per cent of the outstanding balances of the financial asset after paying the reserved/suspended 

interest, as the case may be; and 

 Punctual payment for 12 months at least. 

Forward- looking economic inputs 

The bank will in general apply four forward-looking global future economic scenarios determined with reference 
to external forecast distributions representative of our view of forecast economic conditions, the Consensus 
Economic Scenario approach. This approach is considered sufficient to calculate unbiased expected loss in 
most economic environments. They represent a ‘most likely outcome’ (the Central scenario) and three, less 
likely, ‘Outer’ scenarios, referred to as the Upside and Downside and the extra downside scenarios (2). The 
Central scenario is used by the annual operating planning process and, with regulatory modifications, will also 
be used in enterprise-wide stress tests. The Upside and Downside are constructed following a standard 
process supported by a scenario narrative reflecting the Bank’s current top and emerging risks and by 
consulting external and internal subject matter experts. The relationship between the Outer scenarios and 
Central scenario will generally be fixed with the Central scenario being assigned a weighting of 75% and the 
Downside and the extra downside 5% ,15% each, and 5% for the upside, with the difference between the 
Central and Outer scenarios in terms of economic severity being informed by the spread of external forecast 
distributions among professional industry forecasts. The Outer scenarios are economically plausible, 
consistent states of the world and will not necessarily be as severe as scenarios used in stress testing. The 
period of forecast is five years, after which the forecasts will revert to a view based on average past experience. 
The spread between the central and outer scenarios is grounded on consensus distributions of projected gross 
domestic product of Egypt. 
In general, the consequences of the assessment of credit risk and the resulting ECL outputs will be probability-
weighted using the standard probability weights. This probability weighting may be applied directly or the effect 
of the probability weighting determined on a periodic basis, at least annually, and then applied as an adjustment 
to the outcomes resulting from the central economic forecast. The central economic forecast is updated 
quarterly. 
The bank recognizes that the Consensus Economic Scenario approach using four scenarios will be insufficient 
in certain economic environments. Additional analysis may be requested at management’s discretion, including 
the production of extra scenarios. If conditions warrant, this could result in a management overlay for economic 
uncertainty which is included in the ECL 
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Critical accounting estimates and judgments 

In determining ECL, management is required to exercise judgment in defining what is considered to be a significant 

increase in credit risk and in making assumptions and estimates to incorporate relevant information about past 

events, current conditions and forecasts of economic conditions. Judgment has been applied in determining the 

lifetime and point of initial recognition of revolving facilities. 

The PD, LGD and EAD models which support these determinations are reviewed regularly in light of differences 

between loss estimates and actual loss experience, but given that IFRS 9 requirements have only just been applied, 

there has been little time available to make these comparisons. Therefore, the underlying models and their 

calibration, including how they react to forward-looking economic conditions, remain subject to review and 

refinement. This is particularly relevant for lifetime PDs, which have not been previously used in regulatory 

modelling and for the incorporation of ‘Upside scenarios’ which have not generally been subject to experience 

gained through stress testing. 

The exercise of judgment in making estimations requires the use of assumptions which are highly subjective and 

very sensitive to the risk factors, in particular to changes in economic and credit conditions across a large number 

of geographical areas. Many of the factors have a high degree of interdependency and there is no single factor to 

which loan impairment allowances as a whole are sensitive. 

P. Investment property 

Investment property represents land and buildings owned by the Bank and used to earn rental income or increase 

capital. Investment property does not include properties used by the Bank during its normal course of operation or 

foreclosed assets. The accounting policy for investment property is the same as for fixed assets. 

The depreciation of investment property is calculated by using fixed installment method to distribute the cost over 

the assets’ residual values and useful lives as follows: 

Buildings 20 Years 

 

Q. Intangible assets 

Software (computer programmes) 

The expenses related to upgrading or maintenance of computer programmes are to be recognised as expenses 

in the income statement when incurred. The expenses connected directly with specific software, which are subject 

to the Bank's control and expected to produce economic benefits exceeding their cost for more than one year, are 

to be recognised as an intangible asset. The direct expenses include staff cost of software upgrading teamwork, 

in addition to a suitable portion of respective overhead expenses. 

The expenses which lead to the increase or expansion of computer software beyond their original specifications 

are recognised as an upgrading cost and are added to the original software cost. 

The computer software cost recognised as an asset shall be amortised over the expected useful life (not more than 

five years). 

 

R. Fixed assets   

They represent land and buildings related to head office, branches and offices, and all fixed assets are reported at 

historical cost minus depreciation and impairment losses. The historical cost includes the charges directly related 

to acquisition of fixed asset items. 

Subsequent costs are included in the asset’s carrying amount or are recognised as a separate asset, as 

appropriate, only when it is probable that future economic benefits associated with the item will flow to the Bank 

and the cost of the item can be measured reliably. Maintenance and repair expenses are charged to other operating 

expenses during the financial year in which they are incurred.  

Land is not depreciated. Depreciation of other assets is calculated using the straight line method to allocate their 

cost to their residual values over their estimated useful lives as follows: 
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Buildings 20 years 

Leasehold improvements 3 to 10 years or over lease tenor if less 

Furniture and safes 10 years 

Typewriters calculators and air conditioners 10 years 

Motor vehicles 5 years 

Computers and core systems 5 years 

ATMs 7 years 

Fixtures and fitting 3 years 

The assets’ residual values and useful lives are reviewed and adjusted, if appropriate, at each balance sheet date. 

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances 

indicate that the carrying amount may not be recoverable. An asset’s carrying amount is written down immediately 

to its recoverable amount if the asset’s carrying amount is greater than its estimated recoverable amount. 

The recoverable amount is the higher of the asset’s fair value less costs to sell or value in use. 

Gains and losses on disposals are determined by comparing net proceeds with asset carrying amount. These gain 

and losses are included in other operating income (expenses) in the income statement. 

 

S. Impairment of non-financial assets 

Assets having no fixed useful life shall not be amortized, and their impairment shall be tested at least annually. 

The impairment of amortized assets is studied to determine if there are events or changes in the circumstances 

indicating that the book value may not be recoverable. 

The impairment loss is recognised by the excess amount of book value over the recoverable value. The 

recoverable value represents net realisable value of the asset or the usage amount, whichever is higher. For the 

purpose of estimating the impairment, the asset is grouped with the smallest cash generating unit. At each balance 

sheet date, non-financial assets with impairment have to be reviewed to determine if there is impairment reversal 

made to the income statement. 

 

T. Leases 

The accounting treatment for the finance lease is in accordance with law 95 of year 1995. If the contract entitles 

the lessee to purchase the asset at a specified date and amount, and the contract term is more than 75 per cent 

of the asset’s expected useful life, or the current value of the total lease payments represents at least 90 per cent 

of the value of the asset, then this lease is considered finance lease. Other than that, the lease has to be considered 

operating lease. 

T.1 Leasing 

For finance leases, the cost of the lease, including the cost of maintenance of the leased assets, is 

recognized as an expense in the income statement for the period in which it occurred. 

If the Bank decides to purchase the right to purchase the leased assets, the cost of the purchase right is 

capitalized as an asset within the fixed assets and is depreciated over the remaining useful life of the asset 

in the same way as for similar assets. 

Payments under operating lease less any discounts obtained from the lessor are recognized as expenses 

in the income statement on a straight-line basis over the period of the contract.  

T.2 Leasing out 

Operating lease assets are accounted for at the fixed assets caption in the balance sheet and depreciated 

over the asset expected useful life using the same method applicable to similar assets. The lease rent income 

less any discount granted to the lessee will be recognised in the income statement using the straight line 

method over the contract term. 
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U. Cash and cash equivalents 

For the purposes of the cash flows statement, cash and cash equivalents include balances due within three months 
from the date of acquisition, cash and balances due from the CBE other than the mandatory reserve, and current 
accounts with banks and Treasury bills within three months from the date of acquisition. 

 

V. Other provisions 

Provisions for restructuring costs and legal claims are recognised when the Bank has a present legal or 

constructive obligation as a result of past events; it is more likely than not that an outflow of resources will be 

required to settle the obligation and the amount has been reliably estimated.   

Where there are a number of similar obligations, the likelihood that an outflow is required to settle an obligation is 

determined, taking into consideration the group of obligations as a whole. A provision is recognised even if the 

likelihood of an outflow with respect to any obligation in the group is minimal.  

Provisions no longer required are reversed in other operating income (expense). Provisions are measured at the 

present value of the best estimate of the consideration required to settle the obligations after one year from the 

financial statement date using the appropriate rate in accordance with the terms of settlement ignoring the tax 

effect which reflects the time value of money. If the settlement term is less than one year, the provision is booked 

using the present value unless time consideration has a significant effect. 

The assessment of credit risk, and the estimation of ECL, are unbiased and probability-weighted, and incorporate 

all available information which is relevant to the assessment including information about past events, current 

conditions and reasonable and supportable forecasts of future events and economic conditions at the reporting 

date. In addition, the estimation of ECL should take into account the time value of money. Overall, the bank 

calculates the ECL at the same way shown in previous points. 

 

W. Financial guarantees contracts 

Financial guarantees require the Bank to make specified payments to reimburse the holder of the guarantee for a 

loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified 

terms of a debt instrument. Financial guarantees are initially recognized at their fair value, which is normally 

evidenced by the amount of fees received. This amount is amortized on a straight line basis over the life of the 

guarantee. At the end of each reporting period, the guarantees are measured at the higher of (i) the amount of the 

loss allowance for the guaranteed exposure determined based on the expected loss model and (ii) the remaining 

unamortized balance of the amount at initial recognition. In addition, an ECL loss allowance is recognized for fees 

receivable that are recognized in the statement of financial position as an asset. 

 

X. Employees’ benefits 

End of service benefits 

The Bank contributes to the social insurance scheme related to the social insurance authority for the benefit of its 

employees according to the social insurance law number 79 of 1975 and its amendments. The income statement 

is charged with these contributions on an accrual basis. 

Based on the Bank’s internal scheme, employees are granted end of service bonus according to the service year. 

Provision is provided based on the present value in light of the actuarial assumptions determined at balance sheet 

date and is recognised in the consolidated profit or loss under the caption of general and administrative expenses. 

This provision is presented in the balance sheet under ‘other provisions caption’. 

Share-based payments 

HSBC Holding plc grants shares to eligible employees under a share-based payment scheme, ‘equity settled’. 

HSBC Egypt bears the cost of these shares which are charged in the income statement in light of the bank’s 

shares in the expenses sent from the head office which are paid by the bank. 
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Y. Income tax 

The income tax on the Bank’s income or loss at the end of year includes both the current and deferred taxes. 

Income tax is recognised in the income statement, except income taxes related to shareholders’ equity items that 

are recognised directly in the shareholders’ equity.   

The income tax is calculated on the net taxable income using the effective tax rate at the balance sheet date in 

addition to prior year tax adjustments.    

Deferred tax is recognised due to the temporary differences resulting from reporting the value of assets and 

liabilities in one year for tax purpose and in another year for financial accounting purpose. Deferred tax is 

determined based on the method used to realise or settle the current values of these assets and liabilities using 

the tax rates prevailing at the balance sheet date.    

The deferred tax assets shall be recognised if it is probable that sufficient taxable profits shall be realised in the 

future whereby the asset can be utilised, and the value of deferred tax assets shall be reduced by the value of 

portion not yielding the expected tax benefit. However, in case tax benefit is highly expected, the deferred tax 

assets shall increase to the extent of previous reduction. 

   

Z. Capital 

Z.1 Capital cost  

Issuance cost directly related to issuing new shares or issuing shares related to acquisition or share options 

is charged to shareholders' equity of total proceeds net of tax. 

Z.2 Dividends 

Dividends are recognized as a liability when declared by the General Assembly of shareholders. Those 

dividends include employees’ share in the profits and the Board of Directors’ remuneration as prescribed by 

the articles of association and law. 

 

AA. Custody activities 

The Bank practises the custody activities that result in ownerships or management of assets on behalf of individuals, 

trusts, and retirement benefit plans. These assets and related income are excluded from the Bank’s financial 

statements as they are assets not owned by the Bank. 

 

AB. Earnings per share 

Earnings per share are calculated by dividing profit related to the shareholders by the ordinary shares’ weighted 

average issued during the period after, excluding the average repurchased shares during the year and kept as 

Treasury stocks. 

The Bank has no dilutive potential ordinary shares; therefore, the diluted earnings per share equal the basic 

earnings per share. 

 

AC. Corresponding figures  

The corresponding figures shall be reclassified, when necessary, to be in conformity with the changes to 

presentation used in the current year. 
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3. Financial risk management 

The Bank, as a result of the activities it exercises, is exposed to various financial risks. Since the basis of financial 

activity is to accept risks, some risks or group of risks are analysed, evaluated and managed altogether. The Bank 

intends to strike a balance between the risk and return and to reduce the probable adverse effects on the Bank’s 

financial performance.   

The most important types of risks are credit risk, market risk, liquidity risk and other operating risks. Market risk 

comprises foreign currency exchange rates, interest rate risk and other pricing risks. 

The risk management policies have been laid down to determine and analyse the risks, set limits to the risk and 

control them through reliable methods and updated systems.  

The Bank regularly reviews the risk management policies and systems and amends them to reflect the changes in 

market, products and services, and the best updated applications. 

Those risks are managed by the Risk department in the light of policies approved by Board of Directors. The Risk 

department determines, evaluates and covers the financial risks, in collaboration with the Bank’s various operating 

units, and the Board of Directors provides written policies for management of risks as a whole, in addition to written 

policies covering specific risk areas like credit risk, foreign exchange rate risk, interest rate risk and using the 

financial derivative and non-derivative instruments. Moreover, the Risk department is independently responsible 

for annual review of risk management and control environment. 

A. Credit risk  

The Bank is exposed to the credit risk, which is the risk resulting from failure of one party to meet its contractual 

obligations towards the Bank. The credit risk is considered to be the most significant risk for the Bank. The Bank 

sets specific procedures to manage that risk. The credit risk in the lending and investments activities that are 

representing the Bank’s assets contains debt instruments. The credit risk is also found in off-balance sheet financial 

instruments, like loan commitment. The managing and monitoring process on credit risk is centralised at credit risk 

team management at the Risk department, which prepares reports for the Board of Directors and heads of units 

on a regular basis. 

A.1. Credit risk measurement 

Loans and advances to banks and customers 

Loans to customers and banks, financial investments debt securities, current accounts and deposits at banks, 

rights and obligations from others are considered financial assets exposed to credit risk represented in the inability 

of those parties to settle part or whole of their indebtedness on the date of maturity. The Bank minimises the effect 

of this risk by the following: 

 Preparing detailed credit studies about customers and banks before dealing with them to assess and determine 

the rates of the credit risk rates related to these 

 Obtaining adequate guarantees to reduce the possibility of loss in case of a customer or bank default 

 Monitoring and preparing regular studies on customers in order to evaluate their financial and credit position 

and estimate the required provisions for non-performing balances 

 Diversifying loans portfolio among various sectors to minimise the concentration of credit risk  

Note No. (A/8) shows the sector diversification of the loans and advances portfolio. 

The Bank evaluates the customer risk using internal policies for different customer categories. These policies are 

updated taking into consideration financial analysis and statistical analysis for each customer category in addition 

to the personal judgement of the credit officer to reach the appropriate grading. The customers are classified into 

10 grading, which are divided into four ratings. 
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Bank’s internal ratings scale 

The amount of default represents the outstanding balances at the time when a late settlement occurred, for 

example the loans expected amount of default represents its book value. For commitments, the default amount 

represents all actual withdrawals in addition to any withdrawals occurred until the date of the late payment, if any. 

The expected losses or specific losses represent the Bank's loss expectation of when the settlement is due, which 

is loan loss percentage that differs according to the type of facility, the availability of guarantees and any other 

credit cover. 

Debt instruments and Treasury bills  

The same methods used for credit customers are used for debt instruments and Treasury bills. They represent 

better credit method and a readily available source to meet the funding requirements bills. The Bank uses external 

ratings, such as Standard and Poor’s rating, MERIS MODES rating and Fitch rating to manage its credit risk.  

A.2. Limiting and preventing risks policies 

The Bank manages and controls credit concentrations at the borrowers' level, groups of borrowers’ level, industries 

level and countries level. 

The Bank manages the credit risk it undertakes by placing limits on the amount of risk accepted in relation to a 

single borrower or groups of borrowers and to the geographical and industry segments. Such risks are monitored 

on a regular basis and subject to an annual or more frequent review when considered necessary. The top 

management reviews on regular basis the sectoral and country credit concentration. 

Exposure to credit risk is also managed through regular analysis of the existing and potential borrowers' ability to 

meet their obligations and through changing the lending limits where appropriate. 

The following are other controls used by the Bank to limit the credit risk: 

Collaterals  

The Bank uses different methods to limit its credit risk. One of these methods is accepting collaterals against loans 

and advances granted by the Bank. The Bank implements guidelines for collaterals to be accepted. The major 

types of collateral against loans and advances are:  

 Real estate mortgage 

 Business assets mortgage, such as machines and goods; and  

 Financial instruments mortgage, such as debt and equity instruments 

The Bank is keen to obtain the appropriate guarantees against corporate entities of long-term finance while 

individual credit facilities are generally unsecured. 

In addition, to minimise the credit loss, the Bank will seek additional collaterals from all counterparties as soon as 

impairment indicators are noticed for a loan or advance. 

The Bank determines type of collaterals held to secure financial assets other than loans and advances according 

to the nature of the instrument. Generally, debt securities and Treasury bills are unsecured, except for asset-

backed securities and similar instruments that are secured by a financial instrument portfolio.   

Derivatives 

The Bank maintains strict control limits over amounts and terms for the net value of opened derivative positions, 

ie the difference between purchase and sale contracts. In all cases, the amount subject to credit risk is limited to 

the current fair value of instruments in which the Bank could gain a benefit from it (ie assets that have positive fair 

value), which represents a small value of the contract or the notional value. The Bank manages this credit risk, 

which is considered part of the total customer limit with expected market changes risk all together. Generally, no 

collateral is obtained for credit risk related to these instruments, except for marginal deposits required by the Bank 

from other parties.  
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Settlement risk arises when cash, equity instruments or other financial papers are used in the settlement process 

or if there is expectation to receive cash, equity instruments or other financial papers. Daily settlement limits are 

established for each counterparty to cover the aggregate settlement risk arising from the daily Bank transactions. 

Master netting arrangements 

The Bank further restricts its exposure to credit losses by entering into master netting arrangements with 

counterparties of significant volume of transactions. Generally, no netting is made between assets and liabilities at 

the balance sheet date relating to the master netting arrangements as aggregate settlements are made. However, 

the credit risk related to contracts to the favour of the Bank is reduced by a master netting arrangement as netting 

will be made with the counterparty to settle all transactions. The value of the credit risk faced by the Bank changes 

substantially within a short period of time as it is affected by each transaction occurring in the arrangement.   

Credit-related commitment 

The primary purpose of these commitments is to ensure that funds are available to customer when required. 

Guarantees and standby letters of credit are of the same credit risks as loans. 

Documentary and commercial letters of credit, which are issued by the Bank on behalf of customers, by which 

authorising a third-party to draw within a certain limit in accordance to specific terms and conditions and guaranteed 

by the goods under shipment, are of lower risk than a direct loan. 

Credit-related commitment represents the unused portion of credit limit of loans, guarantees or letters of credit. 

With respect to credit risk related to credit-related commitments, the Bank is exposed to probable loss of amount 

equal to the total unused limit. However, the probable amount of loss is less than the unused limit commitments 

as most commitments represent commitments to customers maintaining certain credit standards. The Bank 

monitors the maturity term of the credit commitments because long-term commitments are of higher credit risk than 

short-term commitments.   

 

A.3. Impairment and provisioning policies 

The internal rating systems described in Note (A.1) focus more on credit quality at the inception of lending and 

investment activities. Otherwise, impairment provisions recognized at the balance sheet date using expected credit 

loss, as will be mentioned below. Due to the different methodologies applied, the amounts of incurred credit losses 

charged to the financial Statements are usually lower than the expected amount determined from the expected 

loss models used. 

 

Credit quality of financial instruments 

Credit Review and Risk Identification teams regularly review exposures and processes in order to provide an 

independent, rigorous assessment of the credit risk management framework across HSBC Bank, reinforce 

secondary risk management controls and share best practice. Internal audit, as a tertiary control function, focuses 

on risks with a global perspective and on the design and effectiveness of primary and secondary controls, carrying 

out oversight audits via the sampling of global/regional control frameworks, themed audits of key or emerging risks 

and project audits to assess major change initiatives. 

The five credit quality classifications defined below each encompass a range of more granular, internal credit rating 

grades assigned to wholesale and retail lending businesses, as well as the external ratings attributed by external 

agencies to debt securities. 

There is no direct correlation between the internal and external ratings at granular level, except to the extent each 

falls within a single quality classification. 
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Credit quality classification 

Quality classification Debt securities and 
other bills External 

credit rating 

Wholesale lending 
internal credit 

rating* 

Retail lending 
internal credit 

rating** 

Strong A - and above CRR0.1 to CRR2   Band 1 and 2 

Good BBB + to BBB - CRR3 Band 3 

Satisfactory BB + to B and unrated CRR4 to CRR5 Band 4 and 5 

Sub-standard B – to C CRR6 to CRR8 Band 6 

Impaired Default CRR9 to CRR10 Band 7 

* Customer risk rating 

** 12-month point-in-time (PIT) probability weighted probability of default (PD). 

Distribution of loans and facilities to customers for which the impairment requirements of IFRS9 are applicable in 

terms of credit quality and allocation at the stage. 

(All amounts in EGP 000) 

31 

December 

2021 

Strong Good Satisfactory Sub-

Standard 

Credit 

Impairment 

Total Allowance 

/Provision 

for ECL 

Net 

Loans and 

advances to 

customers at 

amortized 

cost 

        

Stage 1 5,966,557 3,293,614 14,003,120 1,986,526 - 25,249,817 (77,511) 25,172,306 

Stage 2 133,595 85,422 1,717,777 4,961,925 - 6,898,719 (395,386) 6,503,333 

Stage 3 - - - - 3,912,141 3,912,141 (2,128,516) 1,783,625 

Total as of 

31 

December 

2021 

6,100,152 3,379,036 15,720,897 6,948,451 3,912,141 36,060,677 (2,601,413) 33,459,264 

(All amounts in EGP 000) 

31 

December 

2020 

Strong Good Satisfactory Sub-

Standard 

Credit 

Impairment 

Total Allowance 

/Provision 

for ECL 

Net 

Loans and 

advances to 

customers at 

amortized 

cost 

        

Stage 1 3,504,054 5,767,543 14,633,332 2,404,845 - 26,309,774 (71,634) 26,238,140 

Stage 2 - 223,466 3,969,718 5,691,765 - 9,884,949 (495,743) 9,389,206 

Stage 3 - - - - 3,606,808 3,606,808 (2,078,578) 1,528,230 

Total as of 

31 

December 

2020 

3,504,054 5,991,009 18,603,050 8,096,610 3,606,808 39,801,531 (2,645,955) 37,155,576 
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The net amount is not including interest in suspense amounted EGP 647,889 thousand on Dec 2021 against 

EGP 840,908 thousands on Dec 2020. 

31 December 2021 Loans and advances to customers Allowance / provision for ECL 

Stage 1 70.02% 0.31% 

Stage 2 19.13% 5.73% 

Stage 3 10.85% 54.41% 

 100% 7.77% 

31 December 2020 Loans and advances to customers Allowance / provision for ECL 

Stage 1 66.10% 0.27% 

Stage 2 24.84% 5.02% 

Stage 3 9.06% 57.63% 

 100% 7.12% 

Reconciliation of changes in gross carrying / nominal amount and allownaces for loans and advances customers 

(All amounts in EGP 000) 

 Non Credit impaired Credit impaired   

 Stage 1 Stage 2 Stage 3 Total 

December 

2021 

Gross 

carrying / 

nominal 

amount 

Allowanc

e for 

ECL 

Gross 

carrying / 

nominal 

amount 

Allowance 

for ECL 

Gross 

carrying 

/ nominal 

amount 

Allowance 

for ECL 

Gross 

carrying / 

nominal 

amount 

Allowance 

for ECL 

As at 1 

January 

2021 

26,309,774 (71,634) 9,884,949 (495,743) 3,606,808 (2,078,578) 39,801,531 (2,645,955) 

Transfer 

from stage 1 

to stage 2 

(11,194,949) 25,328 11,194,949 (25,328) - - - - 

Transfer 

from stage 2 

to stage 1 

8,266,427 (44,489) (8,266,427) 44,489 - - - - 

Transfer to 

stage 3 

- - (1,316,674) 53,309 1,316,674 (53,309) - - 

Transfer 

from stage 3 

- - 358,981 (81,870) (358,981) 81,870 - - 

ECL Other 

movement 

- 13,284 - 109,757 - (78,499) - 44,542 

Balance 

volume 

movement 

1,868,565 - (4,957,059) - (652,360) - (3,740,854) - 

As at 31 

December 

2021 

25,249,817 (77,511) 6,898,719 (395,386) 3,912,141 (2,128,516) 36,060,677 (2,601,413) 
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 Non Credit impaired Credit impaired   

 Stage 1 Stage 2 Stage 3 Total 

December 

2020 

Gross 

carrying / 

nominal 

amount 

Allowanc

e for 

ECL 

Gross 

carrying / 

nominal 

amount 

Allowance 

for ECL 

Gross 

carrying 

/ nominal 

amount 

Allowance 

for ECL 

Gross 

carrying / 

nominal 

amount 

Allowance 

for ECL 

As at 1 

January 

2020 

27,296,817 (89,575) 5,572,023 (392,117) 3,089,545 (1,751,479) 35,958,385 (2,233,171) 

Transfer 

from stage 1 

to stage 2 

(12,289,551) 51,889 12,289,551 (51,889) - - - - 

Transfer 

from stage 2 

to stage 1 

10,859,355 (79,378) (10,859,355) 79,378 - - - - 

Transfer to 

stage 3 

- - (843,922) 77,329 843,922 (77,329) - - 

Transfer 

from stage 3 

- - 35,857 (12,657) (35,857) 12,657 - - 

ECL Other 

movement 

- 45,430 - (195,787) - (262,427) - (412,784) 

Balance 

volume 

movement 

443,153 - 3,690,795 - (290,802) - 3,843,146 - 

As at 31 

December 

2020 

26,309,774 (71,634) 9,884,949 (495,743) 3,606,808 (2,078,578) 39,801,531 (2,645,955) 
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Gross balances and Expected credit losses by stages 

 31 December 2021 31 December 2020 

 Stage 

One 

Stage 

two 

Stage 

three 

Total Stage 

One 

Stage 

two 

Stage 

three 

Total 

Cash and balances 

at CBE 

938 - - 938 1,117 - - 1,117 

Due from banks / 

Loans to banks 

7,277 - - 7,277 6,532 - - 6,532 

Loans and advances 

to Customers 

77,511 395,386 2,128,516 2,601,413 71,634 495,744 2,078,577 2,645,955 

Other Assets 1,597 130 - 1,727 403 571 - 974 

Financial Investment 13,383 - - 13,383 11,325 - - 11,325 

Credit Commitments 48,603 286,554 31,732 366,889 38,980 357,145 11,902 408,027 

Total  149,309 682,070 2,160,248 2,991,627 129,991 853,460 2,090,479 3,073,930 

 

Quality classification definitions 

 ‘Strong’ exposures demonstrate a strong capacity to meet financial commitments, with negligible or low 

probability of default and/or low levels of expected loss. 

 ‘Good’ exposures require closer monitoring and demonstrate a good capacity to meet financial commitments, 

with low default risk. 

 ‘Satisfactory’ exposures require closer monitoring and demonstrate an average to fair capacity to meet financial 

commitments, with moderate default risk. 

 ‘Sub-standard’ exposures require varying degrees of special attention and default risk is of greater concern. 

 ‘Impaired’ exposures have been assessed as impaired. These also include retail accounts classified as Band 

1 to Band 6 that are delinquent by more than 90 days, unless individually they have been assessed as not 

impaired; and renegotiated loans that have met the requirements to be disclosed as impaired and have not yet 

met the criteria to be returned to the unimpaired portfolio. 

 

Risk rating scales 

The customer risk rating (CRR) 10-grade scale summarizes a more granular underlying 23-grade scale of obligor 
probability of default (PD). All HSBC customers are rated using the 10- or 23-grade scale, depending on the degree 
of sophistication of the Basel II approach adopted for the exposure. 
 
Previously, retail lending credit quality was disclosed under IAS 39, which was based on expected-loss 
percentages. Now, retail lending credit quality is disclosed on an IFRS 9 basis, which is based on a 12-month 
point-in-time (PIT) probability weighted probability of default (PD). 
 

For debt securities and certain other financial instruments, external ratings have been aligned to the five quality 

classifications. The ratings of Standard and Poor’s are cited, with those of other agencies being treated equivalently. 

Debt securities with short-term issue ratings are reported against the long-term rating of the issuer of those 

securities. If major rating agencies have different ratings for the same debt securities, a prudent rating selection is 

made in line with regulatory requirements. 
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A.4. Measurement module banking general risk 

In addition to the four categories of credit rating indicated in note (A.1), the management makes more detailed 

groups in accordance with the CBE requirements. Assets exposed to credit risk in these categories are classified 

according to detailed conditions and terms depending on the information related to the customer, their activities, 

financial position and payment schedules.  

The Bank calculates the provisions required for impairment of assets exposed to credit risk, including commitments 

relating to credit on the basis of rates determined by CBE. In case, the provision for impairment losses according 

to credit worthiness rules issued by CBE exceeds the provision required according to discounted cash flow and 

historical default rates methods, this increase shall be debited from the retained earnings and credited to the 

‘general banking risk reserve’ under the equity caption. This reserve is regularly adjusted with this increase and 

decrease, to equal the amount of increase and decrease in the two provisions. This reserve is not distributable. 

Note 34 shows the ‘general banking risk reserve’ movement during the period. 

Below is a statement of institutional worthiness according to internal ratings, compared to CBE ratings and rates 

of provisions needed for assets’ impairment related to credit risk 

CBE 
Classification 

CBE 
Categorization 

CBE 
Rating 

1 Low risk - 

2 Average risk 1% 

3 Satisfactory risk 1% 

4 Reasonable risk 2% 

5 Acceptable risk 2% 

6 Marginally 3% 

7 Watch list 5% 

8 Substandard 20% 

9 Doubtful 50% 

10 Bad debts 100% 

 

Credit characteristics that used to determine the staging is different from ORR customer classification.  
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A.5. Maximum limits for credit risk before collaterals 

 2021 2020 

Balance sheet items exposed to credit risks   

Due from banks       35,643,270       23,217,899 

Loans to banks           337,144           206,507 

Loans and advances to customers:     

Retail loans:     

Overdrafts             78,584             57,601 

Credit cards         1,545,599         1,404,560 

Personal loans         4,148,791         4,195,543 

Mortgage loans               1,019               1,858 

Corporate loans:     

Overdrafts         2,608,508         2,910,366 

Direct loans       17,988,192       20,313,218 

Syndicated loans       9,689,984       10,918,385 

Financial derivative instruments               189,285               110,233 

Financial investments:     

Debt instruments       51,131,200       45,805,949 

Other assets           1,559,016           1,466,811 

Total    124,920,592    110,608,930 

Off-balance sheet items exposed to credit risk     

Loan commitments and other irrevocable commitments related to credit        2,595,251         3,358,260 

Letters of credit 1,961,344           944,528 

Letters of guarantee       27,697,738       27,488,915 

Total    32,254,333    31,791,703 

 
The above table represents the maximum limit for credit risk as of 31 Dec 2021 and  
31 December 2020, without taking into consideration any collateral. For on-balance-sheet items, amounts 
stated depend on net carrying amounts shown in the balance sheet.  
 
As shown in the preceding table, 28.87% as of 31 December 2021, of the total maximum limit exposed to 
credit risk resulted from loans and advances to customers against 36.09% as of 31 December 2020 while 
40.93% as of 31 December 2021 represents investments in debt instruments against 41.53% as of 31 
December 2020.  
 
The management is confident of its ability to maintain control on an ongoing basis and maintain the minimum 
credit risk resulting from loan and advances, and debt instruments as follows:  

 85.69% as of 31 December 2021, of the loans and advances portfolio having no past due or impairment 

indicators against 89.97% as of 31 December 2020. 

 Loans and advances that have been assessed for impairment individually reached an amount of EGP 

4,099,984 thousand as of 31 December 2021, against EGP 3,606,808 thousand as of 31 December 2020. 

 Investments in debt instruments and Treasury bills due from the Egyptian government reached 100%. 
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A.6. Debt instruments and treasury bills 

The table below shows an analysis of debt instruments and Treasury bills (with Egyptian government) according 

to the rating agencies at the end of the financial year (MERIS-Reuters). 

December 2021 

 Treasury Bills 
Investments In 

Securities Total 

Less than B+      34,131,632 16,999,568 51,131,200 

Total 34,131,632   16,999,568    51,131,200  

 

A.7. Concentration of risks of financial assets exposed to credit risk 

Geographical sectors 

The following table represents a breakdown of the Bank’s significant credit risk limits at their carrying amounts 

distributed by geographical sector.  

 Arab Republic of Egypt  

 Cairo 
Alexandria 

and Delta 

Upper Egypt, 
Sinai and Red 

sea 

 

Other countries 
Total 

EGP (000) 

Due from banks 19,071,564                     -                        -    16,571,706 35,643,270 

Loans and advances to banks  268,570                     -                        -    68,574 337,144 

Loans and advances to customers 

Retail:      

Overdrafts 69,770  6,723 2,091                     -    78,584 

Credit cards 1,545,599                     -                        -                        -    1,545,599 

Personal loans 3,708,896 331,084 108,811                     -    4,148,791 

Mortgage loans 1,019                     -                        -                        -    1,019 

Corporate:      

Overdrafts 2,102,215 504,604 1,689                     -    2,608,508 

Direct loans 15,668,768 2,313,079 6,345                     -    17,988,192 

Syndicated loans 9,522,546 15,517 151,921                     -    9,689,984 

Derivative financial instruments 189,285                     -                        -                        -    189,285 

Financial investment:      

Debt instruments 51,131,200                     -                        -                        -    51,131,200 

Other assets 1,535,786 21,981 1,249                     -    1,559,016 

Total as at 31 December 2021 104,815,218 3,192,988 272,106 16,640,280 124,920,592 

Total as at 31 December 2020 96,466,777 3,162,896 356,037 10,623,220 110,608,930 
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Business sectors 

The following table represents breakdown of the most significant credit risk limits at their carrying amounts 

distributed according to the business of the Bank’s customers: 

 

Industrial 
sector 

Commercial 
sector 

Service 
sector 

Governmental 
sector Central Individuals Total 

Due from banks -    -    -    35,643,270 -    -    35,643,270 

Loans and 
advances to banks 

-    -    -    -    337,144 -    337,144 

Loans and advances to customers 

Retail:        

Overdrafts  -    -    -    -    -    78,584 78,584 

Credit cards -    -    -    -    -    1,545,599 1,545,599 

Personal loans -    -    -    -    -    4,148,791 4,148,791 

Mortgage loans -    -    -    -    -    1,019 1,019 

Corporate:               

Overdrafts  1,818,557 372,870 408,846 4,373 3,862 -    2,608,508 

Direct loans 10,233,583 2,707,663 4,671,024 -  375,922 -    17,988,192 

Syndicated loans 2,583,466 776,590 919,664 3,908,829 1,501,435 -    9,689,984 

Derivative financial 
instruments 

-    -    189,285 -    -    -    189,285 

Financial investment: 

Debt instruments - - - 51,131,200 -    -    51,131,200 

Other assets - - - -    1,559,016 -    1,559,016 

Total as at  
31 December 2021 

 14,635,606 3,857,123 6,188,819 90,687,672 3,777,379 5,773,993 124,920,592 

Total as at 
31 December 2020 

 16,619,078 4,292,314  5,936,218      73,854,157  4,247,601  5,659,562 110,608,930 

 

B. Market risk 

The Bank is exposed to market risk, which is the risk of fair value or future cash flow fluctuations from changes in 

open market price changes. Market risks arise from open market related to interest rate, currency, and equity 

products of which each is exposed to general and specific market movements and changes in sensitivity levels of 

market rates or prices, such as interest rates, foreign exchange rates and equity instrument prices. The Bank 

divides its exposure to market risk into trading and non-trading portfolios. 

The Bank Treasury is responsible for managing the market risks arising from trading and non-trading activities 

which are monitored by two separate teams. Regular reports about market risk are submitted to the Board of 

Directors and each business unit head yearly. 

Trading portfolios include transactions where the Bank deals direct with clients or with the market; non-trading 

portfolios primarily arise from managing assets and liabilities interest rate price relating to retail transactions. Non-

trading portfolios also include foreign exchange risk and equity instruments risks arising from the Bank’s 

investments at amortized cost and at FVOCI portfolios. 
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B.1. Market risk measurement techniques 

As part of market risk management the Bank undertakes various hedging strategies and enters into swaps to match 

the interest rate risk associated with the fixed-rate long-term loans if the fair value option has been applied. The 

major measurement techniques used to measure and control market risk are outlined below: 

Value at risk 

The Bank applies a ‘value-at-risk’ methodology (VAR) for trading and non-trading portfolios to estimate the market 

risk of positions held and the maximum expected losses based on several assumptions for various changes in 

market conditions. The Board sets separate limits for the value of risk that may be accepted by the Bank for trading 

and non-trading portfolios and monitored by the ALCO committee. 

VAR is a statistical estimation of the expected losses on the current portfolio from adverse market movements in 

which it represents the ‘maximum’ amount the Bank expects to lose using confidence level of 98 per cent. Therefore, 

there is a statistical probability of 2 per cent that actual losses could be greater than the VAR estimation. The VAR 

module assumes that the holding period is 10 days before closing the opening position. It also assumes that market 

movements during the holding period will be the same as 10 days before. The Bank’s assessment of past 

movements is based on data for the current year. The Bank applies these historical changes in rates, prices, 

indicators etc directly to its current positions. This approach is called historical simulation. Actual outcomes are 

monitored regularly to test the validity of the assumptions and factors used in the VAR calculation. 

The use of this approach does not prevent losses from exceeding these limits if there are significant market 

movements. 

As VAR is considered a primary part of the Bank’s market risk control technique, VAR limits are established by the 

Board annually for all trading and non-trading transactions and allocated to business units. Actual values exposed 

to market risk are compared to the limits established by the Bank and reviewed by the ALCO committee. 

The average daily VAR for the Bank during the current period was EGP 344,101 thousand against EGP 370,837 

thousand for 31 December 2020. 

The quality of the VAR model is continuously monitored through examining the VAR results for the trading portfolio, 

and results are reported to the top management and Board of Directors.  

Stress testing 

Stress testing provides an indicator of the expected losses that may arise from sharp adverse circumstances. It is 

designed to match business using standard analysis for specific scenarios. It is carried out by the Bank Treasury. 

It includes risk factor stress testing where sharp movements are applied to each risk category and tests emerging 

market stress as emerging market portfolios are subject to sharp movements and special stress, including possible 

stress events to specific positions or regions, for example, the stress outcome to a region applying a free currency 

rate.  

The results of the stress testing are reviewed by top management and Board of directors. 

B.2. VAR summary 

Total VAR according to risk type 

 2021  2020 

 Average High Low  Average High Low 

Foreign exchange risk 343,724 1,112,758 20,086  370,208 781,445 14,847 

Interest rate risk 377 864 63  629 1,196 220 

Total VAR 344,101 1,113,622 20,149  370,837 782,641 15,067 
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Trading portfolio VAR by risk type 

 2021  2020 

 Average High Low  Average High Low 

Foreign exchange risk 343,724 1,112,758 20,086  370,208 781,445 14,847 

Interest rate risk 409 676 236  220 488 79 

Total VAR 344,133 1,113,434 20,322  370,428 781,933 14,926 

Non-trading portfolio VAR by risk type 

 2021  2020 

 Average High Low  Average High Low 

Interest rate risk 409 817 47  739 1,290 236 

Total VAR 409 817 47  739 1,290 236 

The above three VAR results are calculated independently from the underlying positions and historical market 

movements. The aggregate of the trading and non-trading VAR results does not represent the Bank’s VAR due to 

correlations of risk types and portfolio types and their effect. The above three VAR results are before stress testing. 

B.3. Foreign exchange volatility risk 

The Bank is exposed to foreign exchange rate volatility risk in terms of the financial position and cash flows. The 

Board of Directors sets aggregate limits for foreign exchange in the total value (summation value) for each position 

at the end of the day and during the day that is controlled on a timely basis. The following table summarises the 

Bank’s exposure to foreign exchange volatility risk at the end of the year. The following table includes the carrying 

amounts of the financial instruments in their currencies: 

2021 EGP USD EUR GBP Other Total 

Financial assets:       

Cash and balances with 
Central bank 

(8,370,239) (191,496) (41,798) (29,702) (10,393) (8,643,628) 

Due from banks  (14,885,593) (18,824,381) (211,395) (1,504,672) (209,952) (35,635,993) 

Loans and advances  to 
banks 

(268,570) (68,574) 
 

- 

 

- 
- (337,144) 

Loans and advances  to 
customers 

(21,730,756) (6,823,488) (4,227,529) (29,602) - (32,811,375) 

Derivative financial 
instruments 

(189,285) 
 

- 

 

- 

 

- 
- (189,285) 

Financial investments:       

Financial investment at Fair 
value through other 
comprehensive income 

(16,338,328) (721,185) 
                  

 -    

            

       -    

                  
-    

(17,059,513) 

Treasury bills (26,335,970) (7,795,662) -    -    -    (34,131,632) 

Other financial assets (1,459,234) (79,518) (18,707) (1,557) - (1,559,016) 

Total financial assets (89,577,975) (34,504,304) (4,499,429) (1,565,533) (220,345) (130,367,586) 

Financial liabilities       

Due to banks 1,264,171 116,400 34,482 261 239 1,415,553 

Customer deposits  64,022,610 36,794,976 3,684,777 1,544,527 404,231 106,451,121 

Financial derivative 267,191 -    -                      -    -    267,191 

Other financial liabilities 2,085,776 524,598 187,169 2,813 2,754 2,803,110 
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Total financial liabilities   67,639,748 37,435,974 3,906,428 1,547,601 407,224 110,936,975 

Net financial position (21,938,227) 2,931,670 (593,001) (17,932) 186,879 (19,430,611) 

Commitments related to 
credit and contingent 
liabilities 

   14,930,635 14,868,714 2,141,558 10,781 302,645 32,254,333 

2020       

Total financial assets (78,118,815) (31,347,211) (5,439,204) (95,017) (247,500) (115,247,747) 

Total financial liabilities 59,678,088 33,741,899 4,209,139 1,339,393 309,797 99,278,316 

Net financial position – 
balance sheet 

(18,440,727) 2,394,688 (1,230,065) 1,244,376 62,297 (15,969,431) 

Commitments related to 
credit and contingent 
liabilities 

13,878,843 12,525,207 4,964,374 18,081 405,198 31,791,703 

 

B.4. Interest rate risk 

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of 

changes in market interest rates. Fair value interest rate risk is the risk that the value of a financial instrument will 

fluctuate because of changes in market interest rates. The Bank is exposed to the effect of fluctuations in the 

prevailing levels of market interest rates on both its fair value and cash flow risks. Interest margins may increase 

as a result of such changes but profit may decrease in the event that unexpected movements arise. The Board 

sets limits on the level of mismatch of interest rate repricing that may be undertaken, which are monitored daily by 

Bank Treasury.  

The table below summarises the Bank’s exposure to interest rate risks. It includes the Bank’s financial instruments 

at carrying amounts categorised by the earlier repricing or maturity dates: 

2021 
Up to one 

month 1-3 Months 3-12 Months 1-5 years 
5 years or 

more 
Without 
Interest Total 

Financial assets:        

Cash and balances 
with Central bank 

                  -                      -                      -                      -                  -    (8,643,628) (8,643,628) 

Due from banks  (30,140,011) (4,059,199)                   -                      -                  -    (1,436,783) (35,635,993) 

Loans and advances 
to banks 

                  -    (337,144) 
                          

- 
        -               -                      -    (337,144) 

Loans and advances 
to customers 

(11,615,414) (1,439,197) (1,829,303) (17,927,461)                   -                   -    (32,811,375) 

Financial derivatives  (189,285)                   -                      -                      -                  -                      -    (189,285) 

Financial investments: 

Financial investment 
at Fair value through 
other comprehensive 
income 

- (613,019) (3,717,622) (12,565,475) (103,452) (59,945) (17,059,513) 

Treasury bills  - - (34,131,632) - - - (34,131,632) 

Other financial assets                   -                      -                      -                      -                  -    (1,559,016) (1,559,016) 

Total financial 
assets 

(41,944,710) (6,448,559) (39,678,557) (30,492,936) (103,452) (11,699,372) (130,367,586) 

Financial liabilities        

Due to banks                   -                      -                      -                      -                  -    1,415,553 1,415,553 

Customer deposits 37,597,034 6,125,451 6,694,820 13,249,373 4,486 42,779,957 106,451,121 

Financial derivatives 267,191                   -                      -                      -                  -                      -    267,191 
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Other financial 
liabilities 

9,124                   -                      -                      -    2,072,000 721,986 2,803,110 

Total financial 
liabilities 

37,873,349 6,125,451 6,694,820 13,249,373 2,076,486 44,917,496 110,936,975 

Interest repricing 
gap 

(4,071,361) (323,108) (32,983,737) (17,243,563) 1,973,034 33,218,124 (19,430,611) 

2020               

Total financial 
assets 

(30,946,773) (6,640,116) (35,704,031) (31,201,074) (199,366) (10,556,387) (115,247,747) 

Total financial 
liabilities 

33,396,423 3,547,581 8,302,536 11,379,895 2,076,290 40,575,591 99,278,316 

Interest repricing 
gap 

2,449,650 (3,092,535) (27,401,495) (19,821,179) 1,876,924 30,019,204 (15,969,431) 

 

C. Liquidity risk  

Liquidity risk represents the Bank’s difficulty in meeting its financial commitments when they fall due and replacing 

funds when they are withdrawn. This may result in failure in fulfilling the Bank’s obligation to repay depositors and 

fulfilling lending commitments. 

Liquidity Risk Management Organization and Measurement Tools 

Liquidity Risk is governed by Asset and Liability Committee (ALCO) and Board Risk Committee subject to 
provisions of Investment Policy Guide. 

Board Risk Committee: 

Provides oversight of risk management functions and assesses compliance to the set risk strategies and policies 

approved by the Board of Directors through periodic reports submitted by the Risk Group. The committee makes 

recommendations to the with regards to risk management strategies and policies (including those related to capital 

adequacy, liquidity management, various types of risks: credit, market, operation, compliance, reputation and any 

other risks the Bank may be exposed to). 

Asset & Liability Committee (ALCO):  

Optimizes the allocation of assets and liabilities, taking into consideration expectations of the potential impact of 

future interest rate fluctuations, liquidity constraints, and foreign exchange exposures. ALCO monitors the Bank’s 

liquidity and market risks, economic developments, market fluctuations, and risk profile to ensure ongoing activities 

are compatible with the risk/ reward guidelines approved by the Board of Directors. 

Liquidity risk management process  

The Bank’s liquidity management process carried out by the Bank Treasury department includes the following:  

 Daily funding managed by monitoring future cash flows to ensure that all requirements can be met when due. 

This includes availability of liquidity as they due or to be borrowed to customers. To ensure that the Bank 

reaches its objective, the Bank maintains an active presence in global money markets. 

 The Bank maintains a portfolio of highly marketable and diverse assets that are assumed to be easily liquidated 

in the event of an unforeseen interruption of cash flow. 

 Monitoring liquidity ratios in relation with internal requirements and CBE requirements. 

 Managing loans’ concentration and dues. 

Monitoring and reporting takes the form of cash flow measurement and projections for the next working day, week 

and month respectively, as these are key periods for liquidity management. The starting point of calculating these 

expectations is analysing the financial liabilities dues and expected financial assets collections. 
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The Credit Risk department monitors the mismatch between medium-term assets, the level and nature of unused 

loans limits, overdraft utilisations, and the effect of contingent liabilities such as letters of guarantees and letters of 

credit. 

Non-derivative cash flows 

The below table represents the undiscounted contractual cash flows distributed over the remaining term of the 

contractual benefits. 

2021 

Financial liabilities 
Up to 

1 month 

Over than  
1 month 

to 
3 months 

Over than 
3 months 

to  
1 year 

Over than  
1 year to  

5 years 
More than  

5 years Total 

Demand deposits 42,845,955 -    -    -    -    42,845,955 

Saving deposits 24,942,200 -    -    -    -    24,942,200 

Accrued interest on saving 
deposits 

74,925 -    -    -    -    74,925 

Time deposits and Saving 
certificates 

10,677,921 6,266,404 7,126,829 15,778,177 -    39,849,331 

Other deposits 2,115,057 -    -    -    -    2,115,057 

Due to banks 1,415,553 -    -    -    -    1,415,553 

Other loans 19,762 37,611 175,307 931,357 2,188,460 3,352,497 

Total of financial liabilities 
according to maturity date 

82,091,373 6,304,015 7,302,136 16,709,534 2,188,460 114,595,518 

2020 

Financial liabilities 
Up to 

1 month 

Over than  
1 month to 

3 months 

Over than 
3 months 

to  
1 year 

Over than  
1 year to  

5 years 
More than  

5 years Total 

Demand deposits 34,421,663 -    -    -    -     34,421,663 

Saving deposits 21,665,040 -    -    -    -      21,665,040 

Accrued interest on saving 
deposits 

69,036 -    -    -    -    69,036 

Time deposits and Saving 
certificates 

9,182,329 3,671,477 8,578,809 14,058,222 -     35,490,837 

Other deposits 1,810,009 -    -    -    -       1,810,009 

Due to banks 2,462,337 -    -    -    -    2,462,337 

Other loans 19,762 37,611 175,307 931,357 2,421,140 3,585,177 

Total of financial liabilities 
according to maturity date 

 69,630,176  3,709,088 8,754,116  14,989,579    2,421,140 99,504,099 
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Funding approach  

Sources of liquidity are regularly reviewed by managing the Bank Treasury to maintain a wide diversification 

by currency, geography region, source, products and terms.  

Off-balance sheet items  

According to the table below and note 37  

 

2021 

 
Up to  

1 year 

Over  
1 year and less 

than 5 years Total 

Loan commitments and other irrevocable 
commitments related to credit 

2,595,251                   -    2,595,251 

Letters of credit         1,961,344                   -    1,961,344 

Letters of guarantee     27,697,738                   -    27,697,738 

Operating lease commitments           10,476 10,820 21,296 

Total  32,264,809 10,820 32,275,629 

 

2020 

 

Up to  
1 year 

Over  
1 year and less 

than 5 years Total 

Loan commitments and other irrevocable 
commitments related to credit 

3,358,260                   -    3,358,260 

Letters of credit         86,702                   -          86,702 

Letters of guarantee     28,346,741                   -    28,346,741 

Operating lease commitments           16,594             17,589 34,183 

Total  31,808,297           17,589 31,825,886 

 

D. Fair value of financial assets and liabilities 

D.1. Financial instruments measured at fair value using a valuation method   

The change in estimated fair value of financial investments measured at FVOCI using valuation methods for 

the year amounted to EGP (84,823) thousand as of 31 December 2021, against EGP 77,160 thousand for the 

year ended 31 December 2020. 

 

D.2. Financial instruments not measured at fair value  

The table below summarises the carrying amounts and fair values for those financial assets and liabilities not 

presented on the Bank’s balance sheet at their fair value.  
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2021  

 Book value 

 

 

 Fair value 

Financial assets    

Due from banks 35,635,993  35,634,151 

Loans and advances to banks 337,144  337,144 

Loans and advances to customers     

Retail 5,773,993  5,772,316 

Corporate 30,286,684  27,951,892 

Financial liabilities     

Due to banks 1,415,553  1,626,085 

Customer deposits      

Retail 57,014,426  57,086,150 

Corporate 49,436,695  49,498,887 

Subordinated loans 2,072,000  2,072,000 

Due from banks 

Fair value of placements and deposits bearing variable interest rate for one day is its current value. The 

expected fair value for deposits bearing variable interest is based on the discounted cash flow using the rate of 

similar asset of similar credit risk and due dates.   

Loans and advances to customers  

Loans and advances are net of provisions for impairment losses. Fair value expected for loans and advances 

represents the discounted value of future cash flows expected to be collected, and cash flows are discounted 

using the current market interest rate to determine fair value. 

Financial investments  

Financial investments shown in the above schedule includes only investments at amortized cost as investments 

at FVOCI are measured at fair value except for equity instruments whose market value cannot be reliably 

determined. Fair value of investments at amortized cost is based on market prices or broker prices. Fair value 

is estimated using quoted market prices for financial paper with similar credit maturity and yield characteristics 

where information is not available. 

Due to banks and customers  

The estimated fair value of deposits of indefinite maturity, which includes interest-free deposits, is the amount 

paid on call. The estimated fair value of fixed interest-bearing deposits and other loans not traded in an active 

market is based on discounted cash flows using interest rates for new debts of similar maturity dates.  

 

E. Capital management  

The Bank’s objectives behind managing capital include elements in addition to the equity shown in the balance 

sheet are represented in the following: 

 Compliance with capital legal requirements in Egypt. 

 Protecting the Bank’s ability to continue as a going concern and enabling it to generate yield for 

shareholders and other parties dealing with the Bank. 

 Maintaining a strong capital base to enhance growth. 
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Capital adequacy and uses are reviewed according to the regulatory authority’s requirements (CBE) by the 

Bank’s management through models based Basel committee for banking control instructions. These data are 

submitted to CBE on a quarterly basis.  

CBE requires the following from the Bank: 

 Maintaining EGP500m as a minimum requirement for the issued and paid-up capital 

 Maintaining a ratio between capital elements and asset and contingent liability elements weighted by risk 

weights at 10 per cent or more 

 

The numerator in capital adequacy comprises the following two tiers: 

 Tier 1: It is the basic capital comprising of (going concern capital and additional going concern capital) 

 Tier 2: It is the gone concern capital comprising: 

 45 per cent of the increase between the fair value and carrying amount for (fair value reserve if positive, available-

for-sale investments, held-to-maturity investments, investments in subsidiaries) 

 45 per cent of the special reserves 

 45 per cent of positive foreign currency reserves 

 Hybrid instruments 

 Loans (deposits) subordinated 

 Provision for impairment losses for loans and contingent liabilities (not exceeding 1.25 per cent of total assets 

and contingent liabilities applying the risk weights, the provision for the non-performing loans, contingent 

liabilities) must be enough to face any liabilities it formed for 

 

The denominator of the capital adequacy comprises: 

1. Credit risk 

2. Market risk 

3. Operational risk 

Assets are weighted by risk in a range from 0 per cent to 100 per cent. Classification is made according to the 

debit party for each asset to reflect the related credit risk, taking into consideration cash guarantees. The same 

treatment is used for the off-balance sheet amounts after making relevant adjustments to reflect the contingent 

nature and the potential loss for these amounts.  

The Bank complied with all internal requirements during the last years. The schedule below shows the 

calculation of the capital adequacy ratio for the year according to Basel II:   

 2021  2020 

Capital    

Tier 1 after disposals (going concern capital) (1)    

Share capital  2,795,567  2,795,567 

Reserves 3,786,566  3,602,899 

General risk Reserve 491,666  491,666  

Retained earnings  7,236,320  4,202,836 

Additional going concern capital  208,113  3,210,566 

Change in fair value of investments at FVOCI 138,173  218,260 

Total disposals from going concern capital (1,088,379)  (790,644) 

Total going concern capital after disposals (common equity) 13,568,026  13,731,150 

file:///C:/going
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Tier 2 after disposal (gone concern capital) (2)      

Subordinated (deposits) loans 2,072,000  2,072,000 

Impairment losses provision for performing loans and advances 
contingent liabilities 

149,309 
 

129,992 

Total tier 2 after disposals (gone concern capital) 2,221,309  2,201,992 

Total capital adequacy after disposals (1+2) 15,789,335  15,933,142 

Risk (credit, market and operational)      

Credit risk 53,674,394  51,330,167 

Capital requirements for market risk 452,040  468,950 

Capital requirements for operational risk 12,841,230  13,292,440 

Total credit, market and operational risks 66,967,664  65,091,557 

Capital adequacy ratio (%) 23.58%  24.48% 

F. Leverage financial ratio 

Central Bank of Egypt Board of Directors had approved in its meeting held on July 7, 2015 the special 

supervisory instructions related to leverage ratio while ensuring maintaining a minimum level of leverage ratio 

of 3 per cent to be reported on a quarterly basis as follows: 

 Guidance ratio started from reporting period September 2015 till December 2017 

 Obligatory ratio started from year 2018 

This ratio will be included in Basel requirement tier 1 in order to maintain Egyptian Banking system strong and 

safe, as long to keep up with best international regulatory treatments. 

Leverage ratio reflects relationship between tier 1 for capital that is used in capital adequacy ratio (after 

disposals) and other assets (on-balance sheet and off-balance sheet) that are not risk weighted assets. 

Ratio elements 

A) The numerator elements  

The numerator consists of tier 1 capital that is used in capital adequacy ratio (after disposals) in accordance 

with the requirements of the regulatory authority represented by the Central Bank of Egypt (CBE). 

B) The dominator elements 

The dominator consists of all bank assets (on-balance sheet and off-balance sheet) according to the financial 

statements, called “Bank exposures” which includes the following: 

1. On-balance sheet items after deducting some of tier 1 exclusions for capital base 

2. Derivatives contracts exposures 

3. Financing financial papers operations exposures 

4. Off-balance sheet items (weighted by conversion factor)  

The table below summarizes the leverage financial ratio: 

 2021 2020 

Tier 1 after disposals (going concern capital) 13,568,027 13,731,151 

Total on-balance sheet exposures, derivatives contracts and financial 
papers operations  

131,359,691 115,809,852 

Total off- balance sheet exposures 21,340,795 21,619,045 

Total on-balance sheet and off-balance sheet exposures 152,700,486 137,428,897 

Leverage financial ratio (%) 8.89% 9.99% 
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G. Measurement uncertainty and sensitivity analysis of ECL estimates 

 Expected credit loss impairment allowances recognized in the financial statements reflect the effect of a 

range of possible economic outcomes, calculated on a probability-weighted basis, based on the economic 

scenarios described below. The recognition and measurement of ECL involves the use of significant 

judgment and estimation. It is necessary to formulate multiple forward-looking economic forecasts and 

incorporate them into the ECL estimates. HSBC Bank Egypt uses a standard framework to form economic 

scenarios to reflect assumptions about future economic conditions, supplemented with the use of 

management judgment, which may result in using alternative or additional economic scenarios and/or 

management adjustments. 

Methodology for Developing Forward Looking Economic Scenarios 

 The Bank in general use three economic scenarios representative of HSBC's view of forecast economic 

conditions, sufficient to calculate unbiased expected loss in most economic environments. In 2020, and due 

to the economic effects of Covid-19 outbreak, the Bank applied four forward-looking global scenarios. They 

represent a ‘most likely outcome’, (the Central scenario) and three, less likely, ‘outer’ scenarios referred to 

as the Upside and Downside and Additional Downside scenarios. The probability weight between Other 

scenarios and Central scenario was fixed with the Central scenario being assigned a weighting of 75 pr 

cent, the Downside scenario 15 per cent, the Upside 5 per cent and Additional Downside 5 per cent each 

(three economic scenarios in 2019: The Central scenario’s weight was 80 per cent and 10 per cent for each 

Outer scenario) 

 For the Central scenario, HSBC Bank Egypt sets key assumptions such as GDP growth, using either the 

average of external forecasts (commonly referred to as consensus forecasts) for most economies, or market 

prices. An external provider’s global macro model, conditioned to follow the consensus forecasts, projects 

the other paths required as inputs to credit models. This external provider is subject to HSBC Bank Egypt’s 

risk governance framework, with oversight by a specialist internal unit. 

Wholesale analysis 

 HSBC has developed a globally consistent methodology for the application of economic scenarios into the 

calculation of ECL by incorporating those scenarios into the estimation of the term structure of probability 

of default (‘PD’) and loss given default (‘LGD’). For PDs, we consider the correlation of economic guidance 

to default rates for a particular industry in a country. For LGD calculations we consider the correlation of 

economic guidance to collateral values and realisation rates for a particular country and industry. PDs and 

LGDs are estimated for the entire term structure of each instrument. 

 For impaired loans, LGD estimates take into account independent recovery valuations provided by external 

consultants where available, or internal forecasts corresponding to anticipated economic conditions and 

individual company conditions. In estimating the ECL on impaired loans that are individually considered not 

to be significant, HSBC incorporates economic scenarios proportionate to the probability-weighted outcome 

and the central scenario outcome for non-stage 3 populations. 

 2021               2020    

IFRS 9 ECL sensitivity to future economic conditions*   

ECL coverage of financial instruments as at 31 December 2020**   

Reported ECL (EGPm)                                                                  505                641  

Gross carrying/nominal amount (EGPm)*** 193,116         173,129  

Reported ECL coverage (percentage)                                                                  
0.26%        0.37% 

 

Coverage ratio by scenario (percentage)   

Consensus Upside scenario  0.16%            0.26%  

Consensus Downside scenario 0.35%            0.45%  

Consensus Additional downside scenario                                                                     0.44%             0.90%  

Consensus Central scenario                                                                              0.22%             0.35% 
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  * excludes ECL and financial instruments relating to defaulted obligors 

** includes off-baance sheet financial instruments that are subject to significant measurement 

Uncertainty 

*** includes low credit risk financial instruments such as debt instruments at FVOCI, which have low 

ECL coverage ratios under all the above scenarios 

 

 

Retail analysis 

 HSBC has developed and implemented a globally consistent methodology for incorporating forecasts of 

economic conditions into ECL estimates. The impact of economic scenarios on PD is modelled at a portfolio 

level. Historic relationships between observed default rates and macro-economic variables are integrated into 

(‘IFRS 9 ECL’) estimates by leveraging economic response models.  

 The impact of these scenarios on PD is modelled over a period equal to the remaining maturity of underlying 

asset or assets. The impact on (LGD) is modelled for mortgage portfolios by forecasting future loan-to-value 

(‘LTV’) profiles for the remaining maturity of the asset by leveraging national level forecasts of the house price 

index and applying the corresponding LGD expectation. 

 2021          2020  

IFRS 9 ECL sensitivity to future economic conditions*        

ECL coverage of financial instruments as at 31 December 2020**   

Reported ECL (EGPm) 44                118  

Gross carrying/nominal amount (EGPm) 5,774         5,660  

Reported ECL coverage (percentage) 0.77%       2.08%  

Coverage ratio by scenario (percentage)   

Consensus Upside scenario 0.49%       1.84%  

Consensus Downside scenario 0.75%       2.20%  

Consensus Additional downside scenario                   0.82%     3.39%  

Consensus Central scenario 0.56%       1.99%  

* ECL sensitivities exclude portfolios unlisting less complex modelling approaches 

** ECL sensitivity includes only on-balance sheet financial instruments to which IFRS 9 impairment 

requirements are apllied 

Economic scenarios sensitivity analysis of ECL estimates 

 The ECL outcome is sensitive to judgment and estimations made with regards to the formulation and 

incorporation of multiple forward looking economic conditions described above. As a result, management 

assessed and considered the sensitivity of the ECL outcome against the forward looking economic 

conditions as part of the ECL governance process by recalculating the ECL under each scenario described 

above for selected portfolios, applying a 100 per cent weighting to each scenario in turn. The weighting is 

reflected in both the determination of significant increase in credit risk as well as the measurement of the 

resulting ECL. 

 

4. Significant accounting estimates and assumptions 

The Bank makes subjective estimates and judgements that affect the reported amounts of assets and liabilities 

in the next financial year. Consistent estimations and judgements are continually evaluated and are based on 

historical experience and other factors, including the expectations of future events that are believed to be 

reasonable through the available information and circumstances. 
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A. Expected credit loss measuremet  

Measurement of ECLs is a significant estimate that involves determination of methodology, models and 

data inputs. Details of ECL measurement methodology are disclosed in Note “N. Impairment of 

financial assets”. The following components have a major impact on credit loss allowance: definition of 

default, SICR, probability of default (“PD”), exposure at default (“EAD”), and loss given default (“LGD”), 

as well as models of macro-economic scenarios. The Bank regularly reviews and validates the models 

and inputs to the models to reduce any differences between expected credit loss estimates and actual 

credit loss experience. The Bank used supportable forward looking information for measurement of 

ECL, primarily an outcome of its own macro-economic forecasting model. 

 

B. Fair valuation of Financial investments  

Refer to note “F. Valuation of financial instruments”  

 

C. Fair value of derivatives 

Fair value of financial instruments not quoted in an active market is determined using valuation techniques. 

These techniques (as models) are tested and reviewed yearly using qualified independently personnel 

other than those who prepared the techniques. All the models were prepared before and after using them 

to ensure that their results reflect accurate data and prices comparable to the market. These models are 

used to the extent it is practical actual data; however, some areas such as credit risk related to the Bank 

and counterparty volatility and correlations require management estimations. Changes in these estimation 

factors can affect the financial instrument's fair value disclosure. For example, to the extent that 

management uses credit marginal less than 20 points, the estimated net fair value of derivative amounted 

to EGP 189,285 thousand in assets against EGP 267,191 thousand in liabilities that represent its fair value. 

note (19) 

 

D. Income tax 

The Bank is subject to income tax which requires the use of estimates to calculate the income tax provision. 

There are a number of complicated processes and calculations to determine the final income tax. The Bank 

records a liability related to the tax inspection estimated results. When there is a difference between the 

final result of the actual tax inspection and the amounts previously recorded by the Bank, such differences 

will be recorded in the year where differences are noted. Income tax and deferred tax will be recorded in 

that year. 

 

5. Segment analysis 

 

A. By activity segment  

Activity segment includes operations and assets used in providing banking services and managing 

related risks and yields which may differ from other activities. The segmentation analyses of operations 

according to the Banking activities are as follows: 

 

 Large enterprises medium and small 

Activities include current accounts deposits, overdraft loans credit facilities and financial derivatives. 

 Investment 

Includes merging of the company’s purchase of investments, financing company’s restructure and 

financial instruments. 
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 Individuals 

Activities include current account savings deposits, credit cards, personal loans and mortgage loans. 

 Other activities 

 Includes other banking activities such as fund management 

 Inter-segment transactions occur in the normal course of the Bank’s business. Assets and liabilities at the 

balance sheet include operating assets and liabilities 

31 December 2021 

 Corporate Investment WPB Central Total 

Income and expenses according to activity segment 

Income activity segment 3,461,553 2,099,150 2,250,754 158,678 7,970,135 

Expenses activity segment (1,046,972) (210,404) (1,204,709) (78,763) (2,540,848) 

Provisions (470,118) (6,791) 19,189 6,034 (451,686) 

Profit before tax  1,944,463 1,881,955 1,065,234 85,949 4,977,601 

Tax (908,474) (358,854) (309,666) - (1,576,994) 

Profit for the year 1,035,989 1,523,101 755,568 85,949 3,400,607 

Assets and liabilities according to activity segment 

Assets activity segment 33,463,584 85,539,048 6,001,823 7,260,949 132,265,404 

Total assets 33,463,584 85,539,048 6,001,823 7,260,949 132,265,404 

Liabilities activity segment 48,393,228 1,364,427 54,720,433 9,916,099 114,394,187 

Total liabilities 48,393,228 1,364,427 54,720,433 9,916,099 114,394,187 

31 December 2020 

 Corporate Investment WPB Central Total 

Income and expenses according to activity segment 

Income activity segment 3,606,242 2,407,449 2,143,812 60,645 8,218,148 

Expenses activity segment (943,801) (151,171) (1,163,449) (49,260) (2,307,681) 

Provisions (750,058) 29,040 (80,499) (3,065) (804,582) 

Profit before tax  1,912,383 2,285,318 899,864 8,320 5,105,885 

Tax (1,186,356) (208,131) (104,676) - (1,499,163) 

Profit for the year 726,027 2,077,187 795,188 8,320 3,606,722 

Assets and liabilities according to activity segment 

Assets activity segment 36,862,742 68,181,880 5,460,096 5,989,109 116,493,827 

Total assets 36,862,742 68,181,880 5,460,096 5,989,109 116,493,827 

Liabilities activity segment 37,867,818 3,790,145 49,514,157 10,324,114 101,496,234 

Total liabilities 37,867,818 3,790,145 49,514,157 10,324,114 101,496,234 
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B. Analysis according to the geographical segment 

31 December 2021 

 Arab Republic of Egypt 

 Cairo 
Alexandria 

and Delta 
Upper Egypt,  Sinai 

and Red sea Total 

Income and expenses according to geographical segment 

Income geographical segment 7,665,348 265,479 39,308 7,970,135 

Expenses geographical segment (2,471,266) (56,995) (12,587) (2,540,848) 

Provisions (419,800) (52,075) 20,189 (451,686) 

Profit before tax 4,774,282 156,409 46,910 4,977,601 

Tax (1,512,579) (49,553) (14,862) (1,576,994) 

Profit for the year 3,261,703 106,856 32,048 3,400,607 

Assets and liabilities according to geographical segment 

Assets geographical segment 128,046,999 3,208,634 1,009,771 132,265,404 

Total assets 128,046,999 3,208,634 1,009,771 132,265,404 

Liabilities geographical segment 104,665,223 6,809,902 2,919,062 114,394,187 

Total liabilities 104,665,223 6,809,902 2,919,062 114,394,187 

 

31 December 2020 

 Arab Republic of Egypt 

 Cairo 
Alexandria 

and Delta 
Upper Egypt, Sinai 

and Red sea Total 

Income and expenses according to geographical segment 

Income geographical segment 7,894,800 278,011 45,337 8,218,148 

Expenses geographical segment (2,253,797) (40,550) (13,334) (2,307,681) 

Provisions (789,678) (14,924) 20 (804,582) 

Profit before tax 4,851,325 222,537 32,023 5,105,885 

Tax  (1,424,420) (65,340) (9,403) (1,499,163) 

Profit for the year 3,426,905 157,197 22,620 3,606,722 

Assets and liabilities according to geographical segment 

Assets geographical segment 112,341,669 3,134,210 1,017,948 116,493,827 

Total assets 112,341,669 3,134,210 1,017,948 116,493,827 

Liabilities geographical segment 92,480,980 6,365,376 2,649,878 101,496,234 

Total liabilities 92,480,980 6,365,376 2,649,878 101,496,234 
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6. Net interest income 

 2021 2020 

Interest from loans and similar income:   

Loans and  advances to customers 3,390,884 3,450,748 

Treasury bills 3,159,156 4,055,119 

Deposits and current accounts 582,025 498,941 

Financial Investments at FVOCI 2,012,400 1,206,626 

 9,144,465 9,211,434 

Interest on deposits and similar expenses:   

Deposits and current accounts:   

Banks (1,121) (1,056) 

Customers (2,575,651) (2,518,978) 

Other loans (232,615) (266,334) 

 (2,809,387) (2,786,368) 

Net 6,335,078 6,425,066 

 

7. Net fees and commissions income 

 2021 2020 

Fees and commissions income:   

Fees and commissions related to credit               1,182,240                1,004,986 

Custody fees                     49,989                     52,734 

Other fees 5,340 4,354 

              1,237,569              1,062,074 

Fees and commissions expenses:     

Brokerage fees paid (5,008) (5,009) 

Other fees paid (231,222) (182,366) 

 (236,230) (187,375) 

Net              1,001,339              874,699 

 

8. Dividends 

 2021 2020 

Equity instruments 14,727 12,121 

Investments in subsidiaries - 602 

Net 14,727 12,723 
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9. Net trading income 

 2021 2020 

Foreign exchange operations:   

Gain from foreign currency transactions 375,747                603,323 

Gain from debt instruments held for trading                     80,141                     211,999 

Gain from forward deals revaluation and currency swap (7)   36   

Net              455,881              815,358 

 

10. Administrative expenses 

 2021 2020 

Staff costs   

Wages, salaries and benefits 510,527 526,325 

Social insurance 25,726 26,288 

End of Service Compensation 89,214 56,972 

                 625,467                 609,585 

Other administrative expenses                1,901,202                1,698,096 

 2,526,669 2,307,681 

 

11. Other operating income (expense) 

 2021 2020 

(Loss)/Gain Profit from revaluation of monetary assets and liabilities 
determined in foreign currency other than those classified for trading or 
originally classified at fair value through profit and loss 

                 (2,767)                   2,446 

Gain /(Loss) from sale of property and equipment                     11,457                     (9,661) 

Operating lease                     80,202                     59,034 

Investment property depreciation (10,102) (11,514) 

Other provision (7,310) (264,381) 

Gain from money market funds                      1,432                      1,560 

Head office services’ revenue 72,240 47,692 

Other 696 348 

Net 145,848 (174,476) 

 

12. Credit impairment recovered (charged) 

 2021 2020 

Loans and advances to customers   

Loans and advances to customers (447,406)                (587,176) 

Cash and balances with Central Bank                     179                     5,553 

Due from Banks                     (745)                     1,822 

Financial Investments                     (2,058)                     38,418 

Other assets                     (753)                     1,182 

Net (450,783) (540,201) 
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13. Income tax expenses 

 2021 2020 

Current taxes (1,600,000) (1,589,778) 

Prior year adjustments 28,912 78,044 

Deferred tax (note 31) (5,906) 12,571 

Net (1,576,994) (1,499,163) 

 

Note 31 shows additional information about deferred income tax. Income taxes differ when current applicable tax 

rates are used, as follows: 

 2021 2020 

Profit before tax 4,977,601 5,105,885 

Tax rate 22.50% 22.50% 

Income tax calculated on accounting profit 1,119,960 1,148,824 

Add      

Unrecognized tax expenses 457,034 350,339 

Net income tax 1,576,994 1,499,163 

Effective tax rate 31.68% 29.36% 

 

Taxation position  

A summary of HSBC Bank Egypt’s tax position is as follows: 

A. Corporate tax 

Years since inception till year 2018 

These years were inspected and disputes were settled in the Internal Committee. 
 
Year 2019  
Tax inspection preparations in progress. 
 
Year 2020  

Tax return has been delivered and all tax liabilities has been paid. 

 

B. Salary tax 

Years from 1982 to 2018 

These years were inspected and were settled.  

Year 2019 until 2020 

Tax inspection preparations in progress. 

 

C. Stamp duty tax 

From 1982 to 2020 

These years were inspected and tax was fully settled. 
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14. Earnings per share 

Basic 

Earnings per share are calculated by dividing profit related to the shareholders by the ordinary shares’ weighted 

average issued during the year after, excluding the average repurchased shares during the year and kept as 

Treasury stocks. 

 2021 2020 

Net profit distributable for the year 3,400,607 3,606,722 

Employees’ profit share (estimated) (419,306) (367,333) 

Profit attributable to shareholders of the bank              2,981,301              3,239,389 

Common shares  issued - weighted average (1,000 shares) 33,281 33,281 

Earnings per share/EGP                   89.58                   97.33 

 

15. Cash and balances with the Central Bank of Egypt 

 2021 2020 

Cash            1,708,113            1,678,844 

Due from Central Bank (within the statutory reserve)           6,936,453           6,397,779 

Impairment loss                 (938)                 (1,117) 

        8,643,628        8,075,506 

Non-interest-bearing balances        8,643,628        8,075,506 

 

16. Due from banks 

 2021 2020 

Current accounts 1,436,783 957,364 

Deposits 34,206,487 22,260,535 

        35,643,270        23,217,899 

Impairment loss (7,277) (6,532) 

 35,635,993 23,211,367 

Due from Central Bank (other than the statutory reserve) 16,867,241 11,733,651 

Local banks 2,204,323 929,669 

Foreign banks 16,571,706 10,554,579 

        35,643,270        23,217,899 

Impairment loss                 (7,277)                 (6,532) 

 35,635,993 23,211,367 

Non-interest-bearing balances 1,436,783 957,364 

Interest-bearing balances 34,206,487 22,260,535 

        35,643,270        23,217,899 

Impairment loss                 (7,277)                 (6,532) 

        35,635,993        23,211,367 

Current balances        35,635,993        23,211,367 
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17. Loans and advances to banks 

 2021 2020 

Term loans 337,144 206,507 

Total 337,144 206,507 

Current balances 268,570 137,866 

Non-current balances 68,574 68,641 

 337,144 206,507 

Interest bearing balances 337,144 206,507 

 

18. Loans and advances to customers 

 2021 2020 

Retail:   

Overdrafts 78,584              57,601 

Credit cards 1,545,599          1,404,560 

Personal loans 4,148,791 4,195,543 

Mortgage loans 1,019 1,858 

Total        5,773,993        5,659,562 

Corporate loans including small loans for economic activities:   

Overdrafts          2,608,508          2,910,366 

Direct loans        17,988,192        20,313,218 

Syndicated loans        9,689,984        10,918,385 

Total      30,286,684      34,141,969 

Total loans and advance to customers      36,060,677      39,801,531 

Less: provision for impairment losses (2,601,413) (2,645,955) 

Less: interest in suspense           (647,889)           (840,908) 

Net      32,811,375      36,314,668 

During the year ended 31 December 2021, the Bank has accepted trading financial securities with a fair value 

amounting to EGP 481,053 thousand as a commercial loan guarantee. 
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Expected Credit Loss: 

The expected credit loss movement for loans and advances to customers classified according to their types is as 

follows: 

31 December 2021 

 Retail 

 Overdrafts Credit cards Personal loans Mortgage loans Total 

Balance at 1 January 2021 6,110 44,639 66,955 10 117,714 

Impairment losses 
charged/(released) 

(4,733) 519 (8,122) (10) (12,346) 

Amounts written off during 
the year 

(251) (41,582) (44,991) - (86,824) 

Amounts recovered during 
year 

75 12,513 13,041 - 25,629 

Foreign revaluation 
difference related to 
provision 

(8) - (65) - (73) 

Balance at the end of the 
year 

1,193 16,089 26,818 - 44,100 

 

 

 

 

Corporate 

 Overdrafts Direct loans Syndicated loans Total 

Balance at 1 January 2021 389,889 1,891,317 247,035 2,528,241 

Impairment losses charged 875,376 (387,424) (28,200) 459,752 

Amounts written off during 
the year 

(11,193) (411,850) - (423,043) 

Amounts recovered during 
year 

6,516 - - 6,516 

Foreign revaluation 
difference related to 
provision 

- (14,153) - (14,153) 

Balance at the end of the 
year 

1,260,588 1,077,890 218,835 2,557,313 
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31 December 2020 

 Retail 

 Overdrafts Credit cards 
Personal 

loans 
Mortgage 

loans Total 

Balance at the beginning of the year 1,354 14,405 34,958 4 50,721 

Impairment losses reversed 4,732 30,537 35,463 6 70,738 

Amounts written off during the year (26) (6,017) (8,177) - (14,220) 

Amounts recovered during year 49 5,714 4,704 - 10,467 

Foreign revaluation difference related to 

provision 
1 - 7 - 8 

Balance at the end of the year 6,110 44,639 66,955 10 117,714 

 

 

 Corporate 

 Overdrafts Direct loans Syndicated loans Total 

Balance at the beginning of the year 757,117 1,056,854 368,479 2,182,450 

Impairment losses charged (296,120) 840,758 (28,200) 516,438 

Amounts written off during the year (74,986) - (92,239) (167,225) 

Amounts recovered during year 5,416 1,150 - 6,566 

Foreign revaluation difference related to 
provision 

(1,538) (7,445) (1,005) (9,988) 

Balance at the end of the year 389,889 1,891,317 247,035 2,528,241 
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19. Financial derivatives and coverage activities 

The Bank uses the following derivatives for hedging and non-hedging purposes: 

 Currency forward contracts represent commitments to purchase/sell foreign and local currencies, including in 

unexecuted portion of spot transactions 

 Credit risk at the Bank is considered low. Future interest rate agreements represent future exchange rate 

contracts negotiated on a case-by-case basis. These contracts require financial settlements of any differences 

in contractual interest rates and prevailing market interest rates on future dates based on contractual 

amount/nominal value agreed on 

 Currency and/or interest swap contracts represent the commitments to exchange a group of cash flows with 

another. These contracts’ result is the exchange of currencies or interest rates (ie fixed rate for floating rate) 

or both (ie cross-currency interest rate swaps). No exchange of principal takes place except for certain currency 

swaps. The Bank’s credit risk represents the potential cost to replace the swap contracts if counterparties fail 

to fulfil their obligation. This risk is monitored on an ongoing basis by comparing current fair value and 

contractual amount. To control an existing credit risk, the Bank assesses counterparties using the same 

techniques as for its lending activities 

 The buyer (issuer) give to seller (holders) a right, not an obligation, to buy (buy option) or to sell (sell option) 

at a certain date or within a certain period of time by certain amount denominated in foreign currency or a 

financial instrument with prior agreed price. The buyer receives, in return, a commission against the burden of 

risk he took on option contracts that are either traded in the market or negotiable between the Bank and one 

of its customers. The Bank is exposed to credit risk for the purchased options’ contracts only and to the extent 

of its book value which represent its fair value 

 The notional amounts of certain types of financial instrument are used as a basis for comparison purpose, with 

financial instruments recognised on the balance sheet but do not necessarily indicate the amounts of future 

cash flows or the current fair value of the instruments, and therefore, does not indicate the Bank’s exposure to 

credit or price risks 

 The derivative instruments become favourable (assets) or unfavourable (liabilities) as a result of fluctuations 

in the market interest rates or foreign exchange rates related to them. The aggregate contractual or notional 

amount of the existing financial derivative instruments, the duration to which instruments are favourable or 

unfavourable, and the aggregate fair value of financial assets and liabilities derivatives can fluctuate 

significantly from time to time 

 The table below represents the fair value of financial derivatives existing at the balance sheet date: 

 

31 December 2021 

 

 

Contract/notional 
amount Assets 

Contract/notional 
amount Liabilities Assets Liabilities 

Derivatives held for trading     

Foreign currency derivatives     

Currency Options 137,102 (137,102) 2,051 (2,051) 

Currency forward contracts 3,635,863 (3,635,863) 187,234 (265,140) 

Total assets (liabilities) of derivatives held for 
trading 

    189,285 (267,191) 
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31 December 2020 

 

 

Contract/notional 
amount Assets 

Contract/notional 
amount 

Liabilities Assets Liabilities 

Derivatives held for trading     

Foreign currency derivatives     

Currency Options 115,966 (115,966) 3,705 (3,705) 

Currency forward contracts 4,312,265 (4,312,265) 106,528 (186,028) 

Total assets (liabilities) of derivatives held for 
trading 

    110,233 (189,733) 

20. Financial investments 

Financial investments at fair value through other comprehensive income rather than T-bills: 

31 December 2021 

Balance at the beginning of the year 12,175,038 

Additions 6,011,176 

Disposals (sale/redemption) (1,106,118) 

Monetary assets revaluation 20,354 

Loss from change in FMV (40,937) 

Balance at the end of the year 17,059,513 

31 December 2020 

Balance at beginning of the year 5,994,683 

Additions 9,568,908 

Disposals (sale/redemption) (3,398,397) 

Monetary assets revaluation (59,840) 

Gain from change in FMV 69,684 

Balance at the end of the year 12,175,038 

 2021 2020 

Equity instruments unlisted (at cost) 31,964 31,151 

Debt instruments listed (at FMV)* 16,999,568 12,118,332 

Debt instruments unlisted (mutual fund)** 27,981 25,555 

Total financial investments 17,059,513 12,175,038 

Current balances 4,330,641 469,623 

Non-current balances 12,728,872 11,705,415 

 17,059,513 12,175,038 

Fixed interest debt instruments 16,999,568 12,118,332 

 16,999,568 12,118,332 
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Debt instruments include local bonds amounting to EGP 16,999,568 thousand (EGP 12,118,332 in 31 December 2020) secured 

by the Egyptian Ministry of Finance. 

 

Financial Investments details 

 Fair value Fair value Book value Book value 
Cost/Amortised 

cost 
Cost/Amortised 

cost 

 2021 2020 2021 2020 2021 2020 

Equity instruments 
unlisted (at cost) 

- - 31,964 31,151 25,536 24,975 

Debt instruments 
listed (at FMV) 

16,999,568 12,118,332 16,999,568 12,118,332 16,885,429 11,960,578 

Mutual Fund 27,981 25,555 27,981 25,555 9,142 9,142 

       

 17,027,549 12,143,887 17,059,513 12,175,038 16,920,107 11,994,695 

 

21. Treasury bills 

 2021 2020 

Treasury bills - Egyptian ** 30,209,941 30,542,401 

Treasury bills - American 3,921,691 3,145,216 

Total 34,131,632 33,687,617 

 

Treasury bills represent the following: 

 2021 2020 

91 days maturity  - 699,210 

182 days maturity 196,580 974,287 

273 days maturity 1,436,778 2,506,283 

364 days maturity 32,498,274 29,507,837 

Total 34,131,632 33,687,617 

 

**Treasury bills fair value reserve reached EGP (14,617) as of 31 Dec 2021 against EGP 26,591 as of 31 
December 2020 (with net change of EGP (41,208) thousands). 

 

 

Financial investment details 

 Fair value Fair value Book value Book value 
Cost/Amortised 

cost 
Cost/Amortised 

cost 

 2021 2020 2021 2020 2021 2020 

Treasury bills 34,131,632 33,687,617 34,131,632 33,687,617 34,146,249          33,661,026 

 34,131,632 33,687,617 34,131,632 33,687,617 34,146,249 33,661,026 
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22. Investment in subsidiaries 

The Bank's net investment in subsidiaries amounted to EGP35,517 thousand (EGP35,517 thousand as at 31 

December 2021). 

31 December 2021 

 
Company’s 
country 

Company’s 
assets 

Company’s liabilities 
(without equity) 

Company’s 
revenues 

Company’s 
loss % 

HSBC Securities Egypt 
Company SAE 

Egypt 27,305 6,972 6,385 (8,826) 98% 

Total  27,305 6,972 6,385 (8,826)  

 

31 December 2020 

 
Company’s 
country 

Company’s 
assets 

Company’s liabilities 
(without equity) 

Company’s 
revenues 

Company’s 
loss % 

HSBC Securities Egypt 
Company SAE 

Egypt 32,340 3,180 10,214 (3,062) 98% 

Total  32,340 3,180 10,214 (3,062)  

 

 

23. Intangible assets 

 Computer software 

 2021 2020 

Balance at the beginning of the current year   

Cost 288,246 84,473 

Accumulated amortisation (68,496) (27,913) 

Impairment provision (43,457) - 

Net book value at the beginning of the current year 176,293 56,560 

Additions 255,020 206,690 

Disposals (Cost) (6,104) (2,917) 

Disposals (Accumulated depreciation) - 960  

Amortisation (78,842) (41,543) 

Impairment provision  - (43,457) 

Net book value as at end of year 346,367 176,293 

Balance at the end of the current year   

Cost 537,162 288,246 

Accumulated amortisation (147,338) (68,496) 

Impairment provision (43,457) (43,457) 

Net book value as at end of year 346,367 176,293 
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24. Other assets 

 2021 2020 

Accrued revenues 1,452,299 1,140,874 

Prepaid expenses 23,234 37,233 

Ownership assets transferred to B&D 10,293 - 

Costs of branches under construction 18,177 19,387 

Due from CBE from selling Gov bills and bonds 106,717 325,937 

Others 673,264 326,631 

Impairment loss (1,727) (974) 

Total 2,282,257 1,849,088 

 

 

 

25. Fixed assets 

 

Land and 
buildings 

Leasehold 
improvement 

Machines and 
equipment Others Total 

Balance as at the beginning of the current year 

Cost 341,997 269,127 222,785 183,928 1,017,837 

Accumulated depreciation (192,860) (128,222) (133,049) (97,528) (551,659) 

Net book value at the beginning of 
the current year 

149,137 140,905 89,736 86,400 466,178 

Additions -       2,876 233,468 17,071 253,415 

Transferred from Fixed assets (Cost) 20,671 -     - - 20,671 

Transferred from Fixed assets 
(accumulated depreciation) 

(9,336) - - - (9,336) 

Disposals (cost) (5,140) (14,867) (14,925) (35,060) (69,992) 

Disposals (accumulated depreciation) 2,820 13,324 14,236 34,863 65,243 

Depreciation for the year  (11,923) (39,988)  (30,138) (22,344) (104,393) 

Net book value at the end of the year 146,229 102,250 292,377 80,930 621,786 

Balance as at the end of the current year 

Cost 357,528 257,136 441,328 165,939 1,221,931 

Accumulated depreciation (211,299) (154,886) (148,951) (85,009) (600,145) 

Net book value at the end of the year 146,229 102,250 292,377 80,930 621,786 

 

 

 

 

 

 

 

 



 

 92   

 

26. Investment property 

As per CBE approval dated 9 June 2004, the Bank leased some of its head office floors which are located at 

Corniche El Nile Maadi and Smart Village. 

 2021 2020 

Balance at the beginning of the year   

Cost       183,783       124,468 

Accumulated depreciation (100,256) (62,243) 

Net book value at the beginning of the year        83,527        62,225 

Transferred to fixed assets (Cost)         (20,671)         59,315 

Transferred to fixed assets (accumulated depreciation)         9,336         (26,499) 

Depreciation (10,101) (11,514) 

Net book value as at the end of year        62,091        83,527 

Balance at the end of the year     

Cost        163,112       183,783 

Accumulated depreciation (101,021) (100,256) 

Net book value as at the end of year 62,091 83,527 
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27. Due to banks 

 2021 2020 

Current accounts 1,415,553 2,462,336 

 1,415,553 2,462,336 

Central bank 7,724 11,431 

Foreign banks 1,407,829 2,450,905 

 1,415,553 2,462,336 

Non-interest-bearing balances 1,415,553 2,462,336 

 1,415,553 2,462,336 

Current Balances 1,415,553 2,462,336 

 

28. Customers’ deposits 

 2021 2020 

Demand deposits 42,845,955       34,421,663 

Time and call deposits       22,501,074       22,455,218 

Certificates of deposits         14,161,670         10,140,510 

Saving deposits       24,827,364       21,392,573 

Other deposits         2,115,058         1,810,009 

    106,451,121    90,219,973 

Corporate deposits       49,436,695       38,450,117 

Retail deposits       57,014,426       51,769,856 

    106,451,121    90,219,973 

Non-interest bearing balances       42,779,957       35,879,505 

Fixed interest bearing balances       63,671,164       54,340,468 

    106,451,121    90,219,973 

Customers’ deposits include deposits of EGP 1,814,936 thousand as of 31 December 2021 against EGP 1,493,388 

thousand as of 31 December 2020, which represent collateral for irrecoverable commitments. There is no major 

difference between its carrying value and fair value.  

 

29. Other liabilities 

 2021 2020 

Accrued interest  337,330       358,013 

Deferred income       102,159       84,877 

Accrued expenses       377,760       365,983 

Creditors 706,885 2,270,947 

Due to CBE from selling Gov bills and bonds 6,896 1,509,754 

Other credit balances       826,133       389,155 

Total  2,357,163  4,978,729 
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30. Other provisions 

 Provision for claims  Provision for contingent liabilities  Total 

 2021 2020  2021 2020  2021 2020 

Balance at the beginning of the year     47,933     45,528   408,027 205,700      455,960      251,228 

Formed during the year       48,765       59,590   - 204,793         48,765        264,383 

Provisions valuation differences (11) (98)   (325) (724)           (336)         (822) 

    96,687    105,020   407,702 409,769        504,389      514,789 

Used during the year      (41,538)      (57,085)   - (1,742)   (41,538) (58,827) 

No longer required      (642)      (2)   (40,813)   -     (41,455) (2) 

Balance at the end of the year 54,507 47,933   366,889 408,027        421,396      455,960 
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31. Deferred tax 

Deferred income taxes calculated entirely on the differences of deferred tax in accordance with balance sheet 

method using effective tax rate of 22.5 per cent for the current financial year. 

Offset between deferred tax assets and deferred tax liabilities is done if there is legal reason to set off taxes 

resulting from assets against taxes resulting from liabilities and also when the deferred income taxes belong to the 

same tax jurisdiction. 

Deferred tax assets and liabilities  

The movement of deferred tax assets and liabilities is as follows: 

Deferred tax assets and liabilities balances 

 Deferred tax assets  Deferred tax liabilities 

 2021 2020  2021 2020 

Fixed assets - -   (34,983) (20,009) 

End of service liability 127,287 103,536   - - 

Other 16,512 18,761  - - 

Total tax assets (liabilities) 143,799 122,297   (34,983) (20,009) 

Net deferred tax assets 108,816 102,288       

 

Deferred tax assets and liabilities movements 

 Deferred tax assets  Deferred tax liabilities 

 2021 2020  2021 2020 

Balance at the beginning of the year 122,297 105,141   (20,009) (15,424) 

Additions 21,502 17,156   (14,974) (4,585) 

Balance at the end of the year 143,799 122,297   (34,983) (20,009) 

 

32. Defined benefits obligations 

The end of service compensation benefits amounted to EGP 566,319 thousand as of 31 December 2021 (EGP 

460,160 thousand as of 31 December 2020). 

Movement on defined benefit obligation presented in the liabilities is as follows: 

 2021 2020 2018 

Liability recorded on balance sheet    

End of service compensation 566,319 460,160 352,849 

Amounts recognised in income statement:    

End of service compensation (Note 10) 89,214 56,972 86,347 

The principal actuarial assumptions used are as follows: 

 Rates of death/disability of the British table A49-52ULT 

 Rate of salary increase Sx=S20 *(1.05) ^ (X-20). 

  Discount rate used (12.06%) 
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33. Paid up capital 

 

Number of 
shares  

(in millions) 

Common 

Shares 

EGP(000) 

Total 

EGP(000) 

Issuance premium 
included in other 
reserve-issuance 

premium 

EGP(000) 

Balance at the beginning of the year  33.280566  2,795,567  2,795,567  6,728 

Balance at 31 December 2021  33.280566  2,795,567  2,795,567  6,728 

Balance at the beginning of the last year  33.280566  2,795,567  2,795,567  6,728 

Balance at 31 December 2020  33.280566  2,795,567  2,795,567  6,728 

 

A. Authorised capital 

The authorised capital amounted to EGP1,750,000,000. 

According to the extraordinary general assembly decision on 30 November 2010, the authorised capital has been 

increased to EGP5,000,000,000.   

According to the extraordinary general assembly decision on 17 March 2021, the authorized capital has been 

increased to EGP 10,000,000,000 and the procedures for the increase will be completed after the approval of the 

General Investment Authority.   

B. Issued and paid-up capital 

 The issued and paid-up capital as at 31 December 2008 amounted to EGP1,508,500,056 represented in 

17,958,334 fully paid shares at par value of EGP84 each. The foreign shareholders own 94.54 per cent of the 

capital, which was paid in US dollars at the prevailing rates on the subscription dates 

 According to the extraordinary general assembly decision on 30 November 2010, the issued capital has been 

increased to EGP2,078,500,116, increasing by EGP570,000,060 by issuing 6,785,715 shares 

 According to the extraordinary general assembly’s decision on 26 September 2013, it was approved to 

increase the issued capital to an amount not exceeding EGP2,796,006,192, by an increase of 

EGP717,506,076 representing 8,541,739 shares, in which the paid amount was EGP717,067,428 representing 

8,536,517 shares 

 Accordingly, the issued and fully paid-up capital is EGP2,795,567,544 represented in 33,280,566 fully paid 

shares at par value of EGP84 each 

 According to the extraordinary general assembly’s decision on 17 March 2021, it was approved to increase 

the issued capital to EGP 5,000,000,040 by an increase of EGP 2,204,432,496 representing 26,243,244 

shares deducted from the bank retained earnings and the procedures for the increase will be completed after 

the approval of the General Investment Authority.   

34. Reserves and retained earnings 

 2021 2020 

Reserves   

General reserve      2,348,489        2,164,822 

Legal reserve        1,397,782        1,397,782 

Capital reserve 40,295 40,295 

Other reserves – issuance premium              6,728               6,728  

Fair value reserve – available-for-sale investments           138,173           218,260 

General bank risk reserve  - 66,609 

General risk reserve           491,666            491,666  

Total reserves at the end of the year 4,423,133 4,386,162 
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Reserves movements during the year are as follows: 

A. General reserve 

 2021 2020 2018 

Balance at the beginning of the year 2,164,822 1,883,173 1,419,750 

Transferred from prior year profits 183,667 281,649 223,293 

Balance at the end of the year 2,348,489 2,164,822 1,643,043 

 

B. Legal reserve 

 2021 2020 

Balance at the beginning of the year 1,397,782 1,324,798 

Transferred from prior year profits - 72,984 

Balance at the end of the year 1,397,782 1,397,782 

In accordance with local laws, 5 per cent of the net profit shall be transferred to undistributable reserve until it 

reaches 50 per cent of the capital. 

C. Capital reserve 

 2021 2020 

Balance at the beginning of the year 40,295 28,791 

Transferred from prior year profits - 11,504 

Balance at the end of the year 40,295 40,295 

 

D. Reserve for excess over par value – issuance premium 

 2021 2020 2018 

Balance at the beginning of the year 6,728 6,728 6,728 

Balance at the end of the year 6,728 6,728 6,728 

This reserve represents the difference between the value of shares acquired by the shareholders and employees 

during capital increase in years 1998 and 1999 (price per share was EGP168) and its par value (price per share 

EGP84) in addition to the gain resulted from sale of Treasury shares in year 2000 after deducting the capital 

increase that occurred in year 2002. 

 

 

E. Fair value reserve 

 2021 2020 

Balance at the beginning of the year 218,260 175,323 

Net change in investments at FVOCI – T-bills (41,208) 9,868 

Net change in investments at FVOCI – Bonds (43,615) 67,292 

Net change in investments at FVOCI – Mutual funds 2,426              2,392  

Net change in investments at FVOCI – Equity instruments 252               -  

Release of ECL – Debt instruments 2,058 (36,615) 

Balance at the end of the year         138,173         218,260 

Fair reserve represents the revaluation of financial instruments that measured through other comprehensive 

income. 
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F. General risk reserve 

 2021 2020 

Balance at the begining of the year 491,666 491,666 

Balance at the end of the year 491,666 491,666 

As per CBE instructed the Special reserve & IFRS 9 reserve have been merged into the General risk reserves. 

G. General bank risk reserves 

 2021 2020 

Balance at the beginning of the year 66,609 -  

Transferred from previous year profit (66,609) 66,609 

Balance at the end of the year - 66,609 

 

H. Retained earnings 

 2021 2020 

Movement on retained earnings   

Balance at the beginning of the year 7,815,864 8,584,826 

Amounts reserved under capital increase (2,204,433) - 

Net profit for year        3,400,607        3,606,722 

Dividends for previous year (367,333) (3,942,938) 

Transferred to legal reserve -        (72,984)         

Transferred to banking support and development fund (36,733)  

Actourial Losses (42,830)  

Transferred to capital reserve - (11,504) 

Transferred to general reserve (183,667) (281,649) 

Transferred to genral bank risk reserve 66,609 (66,609) 

Balance at the end of the year 8,448,084 7,815,864 

 

35. Dividends  

Payment of dividends is not registered unless being approved by the general assembly. The board of directors will 

propose to the General assembly that will held on 17March 2022 a payment of EGP 59.48 per share as cash 

dividends for the year 2021 with a total amount of EGP 1,979,528,066 (as per CBE decision, no dividends was 

paid to shareholders for the year 2020), The Board of directors will propose to the general assembly that will held 

on 17March 2022 to distribute EGP 419,305,818 as employees’ distribution related to the profit for year 2021. (The 

actual employees’ dividends distributed for 2020 amount to EGP 367,333,088).   

36. Cash and cash equivalents 

For the purpose of preparing the statement of cash flow, cash and cash equivalents include the following balance 

of maturity dates within less than three months from the date of acquisition: 

 2021 2020 

Cash and due from the CBE (note 15) 1,708,113 1,678,844 

Due from banks (note 16) 18,776,029 19,497,871 

Treasury bills (note 21) - 699,210 

 20,484,142 21,875,925 
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37. Commitment and contingent liabilities 

A. Legal claims 

There are lawsuits filed against the bank as at 31 Dec 2021. There is no provision formed during this year against 

these lawsuits and refund by EGP 642 thousand and utilized the amount of EGP 1,562 thousand from legal 

provision during the current year. 

B. Commitments for loans, guarantees and facilities 

Bank commitments for loans, guarantees and facilities are represented as follows: 

 2021 2020 

Acceptances 873,603 468,014 

Letters of guarantee 29,301,689 28,827,815 

Letter of credit (import and export) 2,172,329 1,099,016 

Other contingent liabilities 260,186 199,451 

Commitments for loans 1,461,462 2,690,795 

Cash margin (1,814,936) (1,493,388) 

Total 32,254,333 31,791,703 

 

C. Commitments for operating lease contracts 

The total minimum lease payments for irrevocable operating leases are as follows: 

 2021 2020 

Less than one year 10,476 16,594 

More than one year and less than five years 10,820 17,589 

Total 21,296 34,183 

 

38. Related party transactions 

The Bank is a subsidiary of parent HSBC Holdings B.V., which owns 94.54 per cent of ordinary shares. The 

remaining percentage (5.46 per cent) is owned by other shareholders.   

HSBC Bank Egypt owns 98% of HSBC Securities Egypt (S.A.E). 

Number of banking transactions with related parties has been conducted in the normal course of the business, 

including loans, deposits and foreign currency swaps. 

Related parties’ transactions and balances at the end of the financial year are as follows: 

 

A. Other loans 

 HSBC group 

 2021 2020 

Subordinated loans (39) 2,072,000 2,072,000 

 2,072,000 2,072,000 

Interest from loans 232,615 266,334 

 

 

 



 

 100   

B. Deposits from related parties 

 Subsidiaries 

 2021 2020 

Due to customers   

Deposits at the beginning of the financial year 40,968 43,906 

Deposits received during the financial year 17,839 41 

Deposits redeemed during the financial year (32,016) (2,979) 

Deposits at the end of the financial year 26,791 40,968 

The cost of deposits and similar costs 1,416 1,454 

The preceding deposits are of no guarantee and of fixed interest rate and recoverable on call. 

C. Other related party transactions 

 HSBC group Subsidiaries 

 2021 2020 2021 2020 

Operating lease 47,673 34,107 1,366 1,336 

Administrative costs - IT - - 2,271  1,501  

Fees and communication income - - 89 42 

The cost of services provided by the HSBC Group on 31 Dec 2021 amounted to EGP 938,469 thousand (EGP 

840,841 thousand as of 31 Dec 2020). 

 

 HSBC group Subsidiaries 

 2021 2020 2021 2020 

Due from banks 1,132,041 678,503     

Loans and advances to banks 68,574 68,641     

Due to banks 455,098 1,817,658     

Investments in subsidiaries - - 35,517  35,517  

Other liabilities – rent insurance - -  268  268 

D. Board of Directors and top management benefits 

The average net monthly salary paid to the top 20 employees in the Bank for the year ended 2021 amounted to 

EGP 5,325 thousand (EGP 8,382 thousand average net monthly salary paid to the top 20 employees for the year 

ended 2020). 

 

39. Subordinated loans  

 Current interest rate 2021 2020 

Subordinated loan, variable interest rate (1) 12.75% 272,000 272,000 

Subordinated loan, variable interest rate (2) 11.00% 1,800,000 1,800,000 

  2,072,000 2,072,000 

‘Subordinated loan, variable interest rate (1)’ represents a loan obtained from HSBC holding BV by EGP272M, 

according to an agreement extension of 15 years starting from December 2013 and ending in December 2028. 

‘Subordinated loan, variable interest rate (2)’ represents a loan obtained from HSBC holding BV by EGP1.8Bn, 

according to an agreement extension of 10 years starting from March 2017 and ending in March 2027. 
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40. Mutual funds 

HSBC first mutual fund (kol youm) 

 The mutual fund is an activity authorized for the Bank by virtue of Capital Market Law No.95 for year1992 

and its Executive Regulations. The fund is managed by Hermes for Managing Mutual Funds. The 

certificates of the fund reached 1,000,000 certificates with an amount of EGP 100,000,000 of which 50,000 

certificate (with nominal value of EGP 5,000,000) were allocated to the Bank to undertake the funds’ activity. 

 The Bank held as of 31 Dec 2021, 78,559 certificates amounting to EGP 9,141,998 with a redeemable 

value amounting to EGP 27,981,093 against 78,559 certificates amounting to EGP 9,141,998 with 

redeemable value amounting to EGP 25,554,906 as of 31 December 2020. 

 The redeemable value of the certificate amounted to EGP 356.18 against EGP 325.30 as of  

31 December 2019. The outstanding certificates reached 3,840,876 certificates against 3,600,698 

certificates as of 31 December 2019. 

 According to the fund’s management contract and its prospectus, HSBC Egypt shall obtain fee and 

commission for supervision on the fund and other managerial services rendered by the Bank. Total 

commission amounted to EGP 5,340 thousand for the year ended 31 Dec 2021 against  

EGP 4,354 thousand for the year ended 31 Dec 2020 under the item of fees and commission income 

caption in the income statement. 

 

41.Important Events 
 
Adjustment to the benchmark interest rate 

  
Regulators and central banks in various jurisdictions have convened national working groups to identify 

replacement rates for the interbank offer rates (‘IBORs’) to facilitate an orderly transition to these rates.  

Traditional IBOR benchmark rates are being replaced by new refined alternative reference rates like USD Libor is 
being replaced by Secured Overnight Financing Rates (SOFR), GBP Libor is being replaced by Sterling 
Overnight Index average (SONIA), Euro Libor is being replaced by Euro Short Term Rate (ESTR), CHF Libor is 
being replaced by Swiss Average Overnight Rate (SARON) and JPY Libor is being replaced by Tokyo Overnight 
Average Rate (TONAR). 
 
Libor rate publication is being ceased by 31st December 2021 for GBP Libor, Euro Libor, CHF Libor & JPY Libor. 
In case of USD Libor, 1 week & 2 months’ tenor rates are being ceased by 31st December 2021 and other USD 
Libor tenor rates will be ceased by 30th June 2023.  
 
Libor rates are forward looking and published for a borrowing period (e.g. 1 month, 3 months, 6 months etc) and 
adjusted for credit risk spread while alternate reference rates (ARR) are overnight rates based on actual 
transactions hence adjustments for term spread and credit spread are required so that it would be economically 
equivalent to its predecessor on transition  
 
The Bank has initiated a IBOR transition programme with the objective of facilitating an orderly transition from 
IBOR for the group and its clients. This programme oversees the transition by each of the businesses and is led 
by the Managing Director, Treasury. The programme is currently focused on evaluating the impact of the IBORs 
transition on legacy contracts as well as new issuance of contract which would refer to alternative reference rate 
and the proposed changes to processes, legal contracts, IT systems and communication with counterparties and 
customers. The Bank has begun to engage clients to determine their ability to transition in line with the readiness 
of the alternative rate product availability.  
In combination with the greater number of legacy contracts requiring transition, this increases the overall level of 
execution risk on the transition process, thus potentially increasing the level of conduct and operational risks. Our 
plans are being adjusted to reflect both the greater effort required and associated risks. In addition to the 
heightened conduct and operational risks, the process of adopting new reference rates may expose the group to 
an increased level of financial risk, such as potential earnings volatility resulting from contract modifications and 
changes in hedge accounting relationships. 
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Furthermore, the transition to alternative reference rates could have a range of adverse impacts on our business, 
including legal proceedings or other actions regarding the interpretation and enforceability of provisions in IBOR-
based contracts and regulatory investigations or reviews in respect of our preparation and readiness for the 
replacement of IBOR with alternative reference rates. We continue to engage with industry participants, the 
official sector and our clients to support an orderly transition and the mitigation of the risks resulting from the 
transition. 
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HSBC Bank Egypt head office and branches 

HSBC Bank Egypt SAE 

Head office  

306 Corniche El Nil, Maadi, 

Cairo, Egypt 

Tel: +2(02) 2529 8000 

SWIFT: EBBK EGCX 

 

Cairo  

Abou Dawoud El Zahiry branch 

62 Abou Dawoud El Zahiry Street, Nasr City, 

Cairo, Egypt 

Tel: +2(02) 2672 0522 

 

Baghdad Premier Centre 

10 Baghdad Street, El Korba, 

Cairo, Egypt 

Tel: +2(02) 2418 9948 

 

Cairo branch 

3 Aboul Feda Street, Zamalek, 

Cairo, Egypt 

Tel: +2(02) 2739 6001 

 

City Stars branch 

City Stars mall Ground Floor, Phase 2, Omar Ibn El Khattab Street, Heliopolis,  

Cairo, Egypt 

Tel: +2(02) 2480 2356 

 

Corniche El Maadi branch 

306 Corniche El Nil, Maadi, 

Cairo, Egypt 

Tel: +2(02) 2529 8750 

 

Down Town branch 

13 Kasr El Nil Street, Down Town, 

Cairo, Egypt 

Tel: +2(02) 2578 8448 
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Gezira Sporting Club branch 

Gezira Sporting Club, Saraya El Gezira Street, Zamalek, 

Cairo, Egypt 

Tel: +2(02) 2736 6751 

 

Hegaz branch 

71 El Hegaz Street, El Mahkama square, Heliopolis, 

Cairo, Egypt 

Tel: +2(02) 2771 2241 

 

Heliopolis branch 

I Roxy Square, Heliopolis, 

Cairo, Egypt 

Tel: +2(02) 2451 1480 

 

Maadi branch 

1B Road 256, Maadi, 

Cairo, Egypt 

Tel: +2(02) 2519 5462 

 

Maadi Club branch 

Maadi Club, Demeshk Street, Maadi, 

Cairo, Egypt 

Tel: +2(02) 2380 4729 

 

Masaken Sheraton branch 

3 Khaled Ibn ElWalid Street, Masaken Sheraton, Heliopolis, 

Cairo, Egypt 

Tel: +2(02) 2266 6426 

 

Mokattam branch 

3 El Nafoura Square, Mokattam 

Cairo, Egypt 

Tel: +2(02) 2845 2895 

 

Nasr City branch 

29 El Batrawy Street, Nasr City, 

Cairo, Egypt 

Tel: +2(02) 2401 7901 

 

New Maadi branch 

10/2 El Nasr Road, New Maadi 

Cairo, Egypt 

Tel: +2(02) 2754 4816 

 

Nile View branch 

4 Ramlet Beaulac, Corniche El Nil  

Cairo, Egypt 

Tel: +2(02) 2575 2157 
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El Obbour Buildings branch 

13 El Obbour Buildings, Salah Salem Street 

Cairo, Egypt 

Tel: +2(02) 2403 1399 

 

El Orouba branch 

90 Beirut Street, Heliopolis 

Cairo, Egypt. 

Tel: +2(02) 2415 3371 

 

Safir branch 

1 El Sheikh Hassouna El Nawawi Street, Heliopolis 

Cairo, Egypt 

Tel: +2(02) 2418 9947 

 

El Shams Club branch 

15 Abdel Hamid Badawy Street, Heliopolis 

Cairo, Egypt 

Tel: +2(02) 2180 4829 

 

El Thawra branch 

109 El Thawra Street, Ard El Golf, Nasr City 

Cairo, Egypt 

Tel: +2(02) 2414 2157 

 

New Cairo 

Cairo Festival City branch  

Cairo Festival City Mall, Unit No.10, Ring Road  

Cairo, Egypt  

Tel: +2(02) 2616 8155  

 

Katameya Heights branch 

Katameya Heights, Fifth District, 

New Cairo, Egypt 

Tel: +2(02) 2756 4780 

 

El Tagamoo branch 

67, El Teseen Street, 

5th Settlement, New Cairo 

Cairo, Egypt  

Tel: +2(02) 2920 1371/2920 1716 

 

El Rehab branch  

411, Commercial market, 

El Rehab City 

Cairo, Egypt  

Tel: +2(02) 2693 2273  
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Water Way branch  

Unit G10, Building 7, Land No. 31, El Mostasmerin El Shamaleya, 

North 90 Road, El Safa Compound, 

New Cairo, Egypt  

Tel: +2(02) 2529 1179 

 

Obbour City 

Obbour City branch 

3 City Club Fence, 

Obbour City, Egypt 

Tel: +2(02) 2448 28258 

 

Giza  

Dokki branch 

80 Mosadak Street, Dokki 

Giza, Egypt 

Tel: +2(02) 3762 0589 

 

Gameat El Doual branch 

54 Gameet El Doual Street, Mohandessin 

Giza, Egypt 

Tel: +2(02) 3748 6879 

 

Lebanon branch 

25 Lebanon Street, Mohandessin 

Giza, Egypt 

Tel: +2(02) 3346 7090 

 

Mohandessin branch 

8 Geziret El Arab Street, Mohandessin 

Giza, Egypt 

Tel: +2(02) 3368 0102 

 

Shooting Club branch 

40 Kambiz Street, 

Giza, Egypt 

Tel: +2(02) 3761 0683 

 

Vinni branch 

8 El Sad El Aaly Street, Dokki 

Giza, Egypt 

Tel: +2(02) 3749 6336 
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Sheikh Zayed City and Sixth of October City  

 

Arkan branch 

Arkan Mall, 

El Sheikh Zayed City, Entrance No.2 

Giza, Egypt 

Tel: +2(02) 3850 5005 

 

Sodic branch 

“The Strip II” , Sheikh Zaid , 6 of October , Egypt 

Tel: +2(02) 25298135 

 

Hyper One branch 

Hyper One Market, 

El Sheikh Zayed City 

Giza, Egypt 

Tel: +2(02) 3982 6701 

 

Mall of Egypt branch  

Mall of Egypt, El Wahat Road, Gate No. F2, 

6th of October City 

Giza, Egypt 

Tel: +2(02) 3612 1012 

 

Smart Village branch 

Building B122, Smart Village 

28th km Cairo/Alexandria Desert Road, 

Egypt 

Tel: +2(02) 3535 5212/3535 5226 
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Alexandria  

Alexandria branch 

47 Sultan Hussein Street, Azarita, 

Alexandria, Egypt 

Tel: +2(03) 487 2949 

 

Glym branch 

556 Horreya Road,Glym, 

Alexandria, Egypt 

Tel: +2(03) 584 5519 

 

Kafr Abdou branch 

38 intersection of Ahmed Abdel Aziz Street and Abdel Kader Ragab Street, 

Kafr Abdou, Roushdy, 

Alexandria, Egypt 

Tel: +2(03) 541 4137 

 

Loran branch 

264 Abdel Salam Aref Street, Loran 

Alexandria, Egypt 

Tel: +2(03) 357 3961 

 

Saraya branch 

Delta Tower, Corniche El Saraya buildings, Semouha 

Alexandria, Egypt 

Tel: +2(03) 358 2202 

 

Semouha branch 

Azhar El Saraya Buildings, Semouha 

Alexandria, Egypt 

Tel: +2(03) 421 0002 

 

Hacienda branch 

138th km Alexandria/Matrouh Desert Road, 

Egypt 

Tel: +2(010) 9409 0251 

 

Delta Region 

Mansoura branch 

182 Geish Street, El Mansoura 

Dakahleya, Egypt 

Tel: +2(050) 230 8124 

 

Port Said branch 

27 El Gomhoureya Street 

Port Said, Egypt 

Tel: +2(066) 324 4698 
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Sinai and Red Sea 

Banking District branch 

3 Banking District, El Kawthar District 

Hurghada, Egypt 

Tel: +2(065) 348 2755 

 

El Gouna branch 

Abu Tig Marina, El Gouna 

Hurghada, Egypt 

Tel: +2(065) 358 0570 

 

Sharm Azur branch 

Villa Chris Village, Peace Road 

Sharm El Sheikh, Egypt 

Tel: +2(069) 360 3791 

 

Upper Egypt 

Assiut branch 

Assiut University 

Assiut, Egypt 

Tel: +2(088) 237 3681 
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