HSBC’s strategic shift accelerates amid profit decline and legal charges
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HSBC, Europe’s largest bank, reported a 14 percent drop in pre-tax profits for the third quarter, with results falling short of analyst expectations amid ongoing restructuring and significant legal charges. The bank’s pre-tax profit declined to $7.3 billion for the three months ending September 30, down from the previous year, as net income, including credit impairments, shrank to $16.8 billion.
Operating expenses surged 20 percent to $9.1 billion, driven partly by severance costs related to the extensive restructuring plan initiated by CEO Georges Elhedery, who took the helm last year. Among the notable strategic moves under Elhedery’s leadership is HSBC’s decision to exit investment banking in the US and Europe and focus increasingly on its core strength in Asia. The bank also announced a HK$106 billion ($13.6 billion) offer to buy out minority investors in Hong Kong’s Hang Seng Bank, signalling a willingness to invest amidst cost-cutting elsewhere.
However, a large $1.1 billion legal provision for a lawsuit stemming from the Bernard Madoff Ponzi scheme weighed heavily on results, marking a key factor in the profit slide. This charge followed a Luxembourg court’s denial of HSBC’s appeal, forcing the bank to increase its set-aside for expected litigation costs. The provision also reduced HSBC’s common equity tier one capital ratio by 0.15 percentage points, a crucial measure of the bank’s financial resilience. CEO Elhedery commented that despite such historical legal matters, the bank is progressing towards becoming “a simple, more agile, focused bank, built on our core strengths.”
HSBC’s latest financial disclosure comes as part of a broader global reorganisation plan aimed at simplifying its structure and accelerating strategic execution. The bank now operates through four key business units, with senior leadership appointed to support this new framework. According to an official HSBC statement, this restructuring enables the bank to target areas with clear competitive advantage and growth potential, dovetailing with its pivot towards Asia, the region where most of its profits are generated.
Despite the setbacks, HSBC remains optimistic about its future prospects. The bank recently raised its net interest income forecast for 2025 to $43 billion, up from $42 billion, indicating confidence in revenue growth driven by rising interest rates. Yet, HSBC has faced challenges beyond its legal issues. It is set to record a loss estimated between $1.2 billion and $1.6 billion after reducing its stake in China’s Bank of Communications due to dilution from a large private share placement by the Chinese lender. Nevertheless, HSBC asserts this will have limited impact on its capital ratios or dividend payments.
The bank’s chairman, Mark Tucker, has also dispelled speculation about spinning off HSBC’s Asia operations, confirming shareholders do not support such a move. This stance came despite backing from significant investors such as Ping An Asset Management. HSBC’s board concluded that proposals for minority listings or consolidations of its Asia Pacific businesses would likely result in a loss of shareholder value and lower dividends, reinforcing commitment to the current corporate structure.
In January, HSBC unveiled plans for the largest retreat from investment banking in decades, winding down its mergers and acquisitions and equities businesses in Europe, the UK, and the Americas. This retrenchment aligns with the bank’s broader strategy to concentrate on its Asian markets, where it sees the highest potential for sustainable profitability. The bank will retain certain debt capital markets activities globally but intends to scale down equity capital markets efforts in Western regions.
Overall, HSBC’s third-quarter results underscore the complex balancing act it faces amid restructuring costs, legal challenges, and strategic refocusing. While profits have declined and charges related to past matters persist, the bank’s leadership projects confidence that ongoing changes will position HSBC for renewed growth and agility in an increasingly competitive global banking landscape.
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