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Share in Focus: 

HSBC HOLDINGS PLC 

EPIC: HSBA.L  

Year high: 798.60p 

Year low: 596.40p 

Buy approx.: 642.50p 

Market cap: £127.86 bn 

Dividend yield: 5.90% 

Dividend cover: 0.9 

Analysis 

Over the past six months, shares in HSBC, one of the world’s largest banks, have slipped 11% excluding dividends. This means 

that the bank is underperforming the broader FTSE 100. Over the same period, the UK’s leading share index has declined just 

5% excluding distributions to investors.  

Year-to-date, the performance gap is even wider. Since the beginning of 2018, shares in HSBC have underperformed the FTSE 

100 by 8.8%. 

There are several different reasons why HSBC has lagged the broader market this year. 

Firstly, we have Trump’s trade war with China, HSBC’s largest market. There are already some signs that this war is having an 

impact on Chinese economic growth although policymakers have been quick to act to try and cushion the decline. 



It also appears that investors have been selling the stock due to its elevated valuation compared to the rest of the UK bank-

ing sector. At the beginning of 2018, the shares were changing hands for around 14.3 times forward earnings, a premium 

more than 50% above the rest of the UK finance sector. Today, HSBC’s valuation has moderated slightly. The shares are cur-

rently changing hands for 10.8 times forward earnings — still a premium to UK listed peers, which have a median P/E of 8.5. 

Although this comparison makes HSBC look expensive compared to the rest of the industry, HSBC does deserve a premium 

multiple because of its international exposure. The group’s globally integrated business is worth a premium as many of 

HSBC’s peers have failed to establish a strong foothold in Asia in the same way. The company’s peers of comparable size in 

the US are trading at a median forward P/E of around 12. Meanwhile, over in China, shares in the country’s largest banks are 

changing hands for between six- and eight-times forward earnings. 



 

Risk Warning Disclaimer  

Although the author and publisher have made every effort to ensure that the information in this publica-

tion was correct at press time, the author and publisher do not assume and hereby     disclaim any liabil-

ity to any par-ty for any loss, damage, or disruption caused by errors or    omissions, whether such errors 

or omissions result from negligence, accident, or any other cause.  

Investments can go up in value as well as down, so you could get less than you invested. This infor-

mation does not constitute personal advice and you should speak to your financial advisor before com-

mitting to any pension product. Information in this document is for reference use only and its accuracy 

cannot be guaranteed and is subject to change.  

Third quarter results 

Adjusted loans to customers rose by $14bn, up 1% from Q2. Combined with an improved net interest margin of 1.67% 

(Q317: 1.63%), that meant net interest income rose 9% to $22.8bn. 

Compared to Q3 last year, net fee income was lower across all geographies, particularly Asia and Europe, taking total net fee 

income down 7% to $3bn. Trading income rose 24% to $2.6bn, thanks to a strong result from Asia. 

Total operating expenses in the quarter fell 6.8% on a year earlier to $8bn, that largely reflects the absence of restructuring 

costs, further boosted by currency movements. 

Profit growth was spread across all the major business units, with Retail Banking & Wealth Management up 24.7%, Commer-

cial Banking up 16.6% and Global Banking & Markets up 20.7%. Bad loans in the period hit $507m, up from $448m in the 

same period last year. 

HSBC finished the quarter with a Common Equity Tier 1 (CET1) ratio of 14.3%, a key measure of banking capitalisation. Re-

turn on tangible equity during the period rose 2.7 percentage points to 10.9%. 

Forecasts 

HSBC’s extensive business and geographical diversification makes it an attractive proposition for investors. This helped the 

group to be relatively resilient through the financial crisis and the current valuation and prospects look appealing. 

City analysts are forecasting a 40% increase in earnings this year to $0.67 a share (51.5p at current exchange rates) giving a 

P/E of 12.2 at a share price of 627p. For 2019, the P/E falls to 10.9 on forecasts of a 12% advance in earnings to $0.75 

(57.7p). HSBC also offers a generous, if currently static, dividend of $0.51 (39.2p), giving a yield of 6.25%. 


