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Initial Terms and Conditions 
Deposit Highlights 

GENERAL 

• Certificates of deposit (the “CDs”) issued by HSBC Bank USA, National Association (the “Issuer” or the “Bank”) 

• The Issuer will pay at least the full Principal Amount and any accrued and unpaid interest if the CDs are held to maturity, subject to our 

credit risk and FDIC insurance limits 

• The CDs are obligations of the Issuer and not its affiliates or agents, and amounts due under the CDs are subject to our credit risk and 

FDIC insurance limits 

• The CDs are FDIC insured within the limits and to the extent described herein and in the Base Disclosure Statement dated September 

7, 2017 under the section entitled “ FDIC  Insurance” 

• As described more fully herein, early withdrawals may be permitted at par in the event of the death or adjudication of incompetence of 

the beneficial owner of the CDs 

SUMMARY OF TERMS 

Set forth in these Terms and Conditions is a summary of certain terms and conditions of the Fixed to Floating Interest Rate Certificates 

of Deposit Linked to the Consumer Price Index maturing January 31, 2025. The following summary of certain terms of the CDs is 

subject to the more detailed terms of the CDs included elsewhere in these Terms and Conditions, and also should be read in 

conjunction with the Base Disclosure Statement. 

Issuer:    HSBC Bank USA, National Association 

Issuer Rating: Senior unsecured deposit obligations of the Issuer are currently rated Aa2 by Moody’s Investors 

Service, Inc. and AA- by Standard & Poor’s Financial Services LLC, a part of McGraw-Hill Financial.  

The credit ratings pertain only to the creditworthiness of the Issuer and are not indicative of the 

market risk associated with the CDs. The CDs are not individually rated.  

CDs:    Fixed to Floating Interest Rate Certificates of Deposit Linked to the Consumer Price Index maturing  

January 31, 2025  

Book-Entry Form: The CDs will be represented by one or more master CDs held by and registered in the name of 

Cede & Co., as nominee of The Depository Trust Company (“DTC”). Beneficial interests in the CDs 

will be shown on, and transfers thereof will be effected only through, records maintained by DTC 

and its direct and indirect participants. 

Aggregate Principal Amount: $TBD 

Minimum Denominations: $1,000 in Principal Amount (except that each Agent may, in its discretion, impose a higher  

minimum deposit amount with respect to the CD sales to its customers) and multiples of $1,000 in 

Principal Amount thereafter. 

Principal Amount:  $1,000 for each CD 

Issue Price:   100% of the Principal Amount 

Trade Date:   January 10, 2018 
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Settlement Date:   January 31, 2018 

Maturity Date: January 31, 2025, subject to postponement as described in “Certain Additional Terms of the 

Certificates of Deposit—Postponement of the Interest Payment Dates and the Maturity Date” below. 

Reference Asset: The Consumer Price Index (the “CPI”), which is the non-seasonally adjusted U.S. City Average All 

Items Consumer Price Index for All Urban Consumers, as published by the U.S. Bureau of Labor 

Statistics (the “BLS”). For additional information, see “The CPI” below. 

Interest Payment Amount: For each Interest Payment Date, an amount equal to the Principal Amount multiplied by the 

applicable Interest Rate. The Interest Rate is quoted on a per annum basis and will be paid monthly 

on an actual/365 unadjusted basis. 

 Interest Rates:  

 

 

* Each Interest Period is a “Fixed Interest Rate Period.”   

** Each Interest Period is a “Floating Interest Rate Period.”  

Year-Over-Year Change  

in the CPI (the “Base Rate”): 

The quotient, expressed as a percentage, calculated as follows:  

(CPI Final – CPI Initial)/CPI Initial  

where,  

“CPI Final” is the CPI Level published for the third month prior to the month of the relevant Interest 

Payment Date, and “CPI Initial” is the CPI Level published for the fifteenth month prior to the month 

of the relevant Interest Payment Date. For example, on the July 6, 2021 Interest Payment Date, 

the Interest Rate will be based on the change in the CPI Level from April 2020 to April 2021. 

CPI Level: For any month, the CPI Level as determined by the Calculation Agent based upon the value 

displayed on Bloomberg Professional® service page “CPURNSA <Index>” or any successor page on 

Bloomberg Professional® service or any successor service, as applicable. If, on any date the CPI 

Level is to be determined, the CPI Level cannot be determined as described above, the Calculation 

Agent will determine the CPI Level in accordance with the procedures set forth under “Certain 

Additional Terms of the Certificates of Deposit—Unavailability of the CPI Level” below. 

Spread: Not applicable 

Spread Multiplier: Not applicable 

Minimum Interest Rate: 0% per annum (corresponding to an APY of 0%) 

Interest Periods: Monthly; the period beginning on and including the Settlement Date and ending on but excluding the 

first Interest Payment Date, and each successive period beginning on, and including, an Interest 

Payment Date to, but excluding, the following Interest Payment Date, provided that the final Interest 

Period will end on, but exclude, the Maturity Date. 

Interest Payment Dates: The last calendar day of each month, commencing on February 28, 2018, up to and including the 

Maturity Date, provided that if any such day is not a Business Day, the relevant Interest Payment 

Date will be the next following Business Day. If any Interest Payment Date is postponed for such 

reason, no interest will accrue in connection with such postponement. The Interest Payment Amount 

will be paid to the depositor as of the record date. 

Interest Reset Dates: The Interest Payment Dates beginning on January 31, 2019 and ending on December 31, 2024. 

Record Date: The "record date" for any Interest Payment Date is the date that is one business day immediately 

prior to that Interest Payment Date. 

Payment at Maturity: For each CD, the Maturity Redemption Amount. 

From (and Including) To (but Excluding) Interest Rate (per Annum) Cumulative APY 
January 31, 2018* January 31, 2019* 4.00%  4.00% 
January 31, 2019** January 31, 2025** Year-Over-Year Change in the CPI,  Not determinable 

  subject to the Minimum Interest Rate  
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Maturity Redemption Amount: The Maturity Redemption Amount is the total amount due and payable on each CD on the Maturity 

Date. On the Maturity Date, the depositor of each CD will receive an amount equal to the Principal 

Amount, plus the accrued and unpaid Interest Payment Amount. 

Call Feature: Not applicable 

Early Redemption upon the 

Death or Adjudication of 

Incompetence of a Depositor: 

In the event of the death or adjudication of incompetence of any depositor of CDs, the full 

withdrawal of the Principal Amount of the CDs of that depositor will be permitted. In that event, the 

successor of that depositor should give prior written notice of the proposed withdrawal to the 

depositor’s Agent and the Issuer, together with appropriate documentation to support the request, 

within 180 days of the death or adjudication of incompetence of that depositor. In that event, only a 

full withdrawal of the Principal Amount of the CDs will be permitted. CDs so redeemed will not be 

entitled to any further Interest Payment Amount. 

Redemption for Extraordinary 

Event: 

If any early redemption by the Issuer occurs as described in the section entitled “Description of the 

CDs—Early Redemptions—Redemption for Extraordinary Event” in the Base Disclosure Statement, 

depositors will receive the Principal Amount plus any accrued and unpaid Interest Payment 

Amount. 

Business Day: Any day, other than a Saturday or Sunday, that is neither a legal holiday nor a day on which banking 

institutions are authorized or required by law or regulation to close in the City of New York. 

Payment When Offices Or 

Settlement Systems Are 

Closed: 

If any payment is due on the CDs on a day that would otherwise be a Business Day but is a day on 

which the office of a paying agent or a settlement system is closed, we will make the payment on 

the next Business Day when that paying agent or system is open.  Any such payment will be 

deemed to have been made on the original due date, and no additional payment will be made on 

account of the delay. 

Calculation Agent:  HSBC Bank USA, National Association 

All determinations and calculations made by the Calculation Agent will be at the sole discretion of 

the Calculation Agent and will, in the absence of manifest error, be conclusive for all purposes and 

binding on the depositors of the CDs. 

Listing: The CDs will not be listed on any U.S. securities exchange or quotation system. See “Risk Factors” 

herein. 

FDIC Insurance:   See “FDIC Insurance” herein and in the Base Disclosure Statement for details. 

ERISA Plans:   See “Certain ERISA Considerations” in the Base Disclosure Statement for details. 

Estimated Initial Value: The Estimated Initial Value of the CDs will be less than the price you pay to purchase the CDs and 

is expected to be between $967.50 and $980.00 per CD.  The Estimated Initial Value does not 

represent a minimum price at which we or any of our affiliates would be willing to purchase your CDs 

in the secondary market (if any exists) at any time.  The Estimated Initial Value will be calculated on 

the Pricing Date and will be set forth in the final Terms and Conditions. 

Tax: See “Certain U.S. Federal Income Tax Considerations” herein for a description of the tax treatment 

applicable to this instrument. 

Placement Fee:   Up to 2.00% of the Principal Amount (or up to $20 per CD). See “Questions and Answers—What  

about fees?” below. 

Governing Law:   New York 

CUSIP:     40434YUB1 
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Purchasing the CDs involves a number of risks. See “Risk Factors” beginning on page 7 of this document and page 10 of the 

Base Disclosure Statement. 

The CDs offered hereby are deposit obligations of HSBC Bank USA, National Association, a national banking association organized 

under the laws of the United States, the deposits of which are insured by the Federal Deposit Insurance Corporation (the “FDIC”) within 

the limits and to the extent described in the section entitled “FDIC Insurance” herein and in the Base Disclosure Statement.  

Our affiliate, HSBC Securities (USA) Inc. and other unaffiliated distributors of the CDs may use these Terms and Conditions and the 

accompanying Base Disclosure Statement in connection with offers and sales of the CDs after the date hereof. HSBC Securities (USA) 

Inc. may act as principal or agent in those transactions. As used herein, references to the “Issuer”, “we”, “us” and “our” are to HSBC 

Bank USA, National Association. 

 

 
HSBC BANK USA, NATIONAL ASSOCIATION 

Member FDIC 

These Terms and Conditions were not intended or written to be used, and cannot be used, for the purpose of avoiding U.S. federal, 

state, or local tax penalties. These Terms and Conditions were written and provided by the Issuer in connection with the promotion or 

marketing by the Issuer and/or distributors of the CDs. Each depositor should seek advice based on its particular circumstances from an 

independent tax advisor. 

 

Important information regarding the CDs is also contained in the Base Disclosure Statement for Certificates of Deposit, which 

forms a part of, and is incorporated by reference into, these Terms and Conditions.  Therefore, these Terms and Conditions 

should be read in conjunction with the Base Disclosure Statement.  In the event of any inconsistency between the Base 

Disclosure Statement and these Terms and Conditions, these Terms and Conditions will govern.  A copy of the Base 

Disclosure Statement is available at http://www.us.hsbc.com/basedisclosure or can be obtained from the Agent offering the 

CDs. 

 

 

http://www.us.hsbc.com/basedisclosure
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QUESTIONS AND ANSWERS 

What are the CDs? 

The CDs are certificates of deposit issued by the Issuer. The CDs will mature on the Maturity Date. Early redemption by a depositor may 

occur optionally upon the death or adjudication of incompetence of that depositor. See the section entitled “Certain Additional Terms of 

the Certificates of Deposit—Redemption upon the Death or Adjudication of Incompetence of a Depositor” below. 

Each CD represents an initial deposit by a depositor to the Issuer of $1,000 in Principal Amount (except that each Agent may, in its 

discretion, impose a higher minimum deposit amount with respect to the CD sales to its customers), and the CDs will be issued in 

integral multiples of $1,000 in Principal Amount in excess thereof.  Depositors will not have the right to receive physical certificates 

evidencing their ownership of the CDs except under limited circumstances; instead the Issuer will issue the CDs in book-entry form. 

Persons acquiring beneficial ownership interests in the CDs will hold the CDs through DTC in the United States, if they are participants 

of DTC, or indirectly through organizations which are participants in DTC. 

What amount of interest will be paid on the CDs? 

Interest will be paid on each Interest Payment Date and will be equal to the product of the Principal Amount multiplied by the applicable 

Interest Rate. For each Fixed Interest Rate Period, the Interest Rate will be a fixed rate of 4.00% per annum, corresponding to an APY of 

4.00% during that period.  For each Floating Interest Rate Period, the Interest Rate per annum will be equal to the applicable Year-Over-

Year Change in the CPI, subject to the Minimum Interest Rate.  The Interest Rate with respect to each Floating Interest Rate Period will 

be reset on the applicable Interest Reset Date. 

On what basis will the Interest Payment Amounts be calculated? 

The Interest Payment Amounts will be calculated on an actual/365 unadjusted basis. 

What amount will depositors receive at maturity on the CDs? 

At maturity, the amount depositors will receive for each CD will be equal to the Maturity Redemption Amount, which will equal the 

Principal Amount of the CDs plus the accrued and unpaid Interest Payment Amount, as described in the “Summary of Terms” above.  

For more information, see “Summary of Terms” above, together with “Description of the CDs—Payment at Maturity” in the Base 

Disclosure Statement. 

Are the CDs FDIC insured? 

The payment of the Principal Amount is insured by the FDIC up to the standard maximum deposit insurance amount in effect. In general, 

deposits held by an individual depositor in the same ownership capacity at the same depository institution are insured by the FDIC up to 

$250,000.  Please see “FDIC Insurance” in the Base Disclosure Statement for more details. 

What are the U.S. federal income tax consequences of purchasing the CDs? 

The Issuer intends to treat the CDs as “contingent payment debt instruments” for U.S. federal income tax purposes. U.S. Holders (as 

defined under “Certain U.S. Federal Income Tax Considerations”) will be required to include in their taxable income for each year an 

amount of ordinary income equal to the “original issue discount” (“OID”) on the CDs for that year. The OID is included in income and 

taxable at ordinary income rates, and may exceed the total amount of monthly interest payments received in a taxable year. 

The amount of OID that must be taken into income in each year will be calculated on the basis of the “comparable yield” of the CDs, 

which is the yield at which the Issuer would issue a non-contingent fixed-rate debt instrument having terms and conditions similar to 

those of the CDs. The comparable yield is determined by the Issuer as of the issuance date solely for U.S. federal income tax purposes 

and is neither a prediction nor a guarantee of what the actual yield will be on the CDs. 
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The Issuer will prepare a “projected payment schedule” that produces the comparable yield. If the actual yield on the CDs exceeds the 

corresponding amount on the projected payment schedule, the excess will be taxed as additional OID income to the U.S. Holder. Any 

gain recognized by a U.S. Holder on the sale, exchange or other disposition of a CD will constitute ordinary interest income. 

Prospective depositors should see “Certain U.S. Federal Income Tax Considerations” below and consult their tax advisors regarding the 

tax consequences to them of a purchase of the CDs. 

What about liquidity? 

There is currently no established secondary trading market for the CDs. There is no assurance that a secondary market for the CDs will 

develop, or if it develops, that it will continue. In the event that a depositor could find a buyer of his or her CD, it is likely that the price the 

depositor would receive would be net of fees, commissions and/or discounts payable in connection with the sale of the CD prior to its 

maturity in the secondary market. Prospective depositors should carefully consider all of the information set forth in these Terms and 

Conditions and the Base Disclosure Statement and, in particular, should evaluate the specific risk factors set forth under “Risk Factors”. 

What about fees? 

HSBC Securities (USA) Inc., an affiliate of the Issuer, will act as an agent in connection with purchases of the CDs by affil iated or 

unaffiliated third party distributors (the "Agents"). Agents will receive a fee or be allowed a discount as compensation of up to 3.50% of 

the Principal Amount, or up to $35.00 per CD. In certain instances, an additional fee may be paid to Agents in connection with their costs 

associated with the continuing implementations of systems to support the CDs.  See “The Distribution” in the Base Disclosure 

Statement. 

What about ERISA eligibility? 

The CDs are not eligible for purchase by, on behalf of or with the assets of, Plans (as defined in “Certain ERISA Considerations” in the 

Base Disclosure Statement) unless the purchase and holding of the CDs does not and will not constitute a non-exempt prohibited 

transaction under Section 406 of ERISA, Section 4975 of the Code or Similar Law. In view of the fact that the CDs represent deposits 

with the Issuer, fiduciaries should take into account the prohibited transaction exemption described in ERISA Section 408(b)(4), relating 

to the investment of plan assets in deposits bearing a reasonable rate of interest in a financial institution supervised by the United States 

or a state, and/or Part IV of PTCE 81-8, relating to transactions involving short-term investments, specifically certificates of deposit. (See 

“Certain ERISA Considerations” in the Base Disclosure Statement.) Each initial purchaser of a CD and each transferee thereof shall be 

deemed to represent and covenant that, throughout the period that it holds CDs, either A) it is not, and is not acquiring CDs with the 

assets of, a Plan, or B) that its purchase, holding and disposition of the CDs will not constitute a non-exempt prohibited transaction under 

Section 406 of ERISA, Section 4975 of the Code, or Similar Law. 

 



 

 7 

RISK FACTORS 

It is suggested that prospective depositors considering purchasing CDs reach a decision to purchase only after carefully considering, 

with their financial, legal, tax, accounting and other advisors, the suitability of the CDs in light of their particular circumstances and the 

risk factors set forth below and other information set forth in these Terms and Conditions and the accompanying Base Disclosure 

Statement. 

As you review “Risk Factors” in the accompanying Base Disclosure Statement, you should pay particular attention to the follow ing 

section: 

 “— Risks Relating to All CD Issuances.”  

You will be subject to certain risks not associated with conventional fixed-rate or floating-rate CDs or debt securities.  Furthermore, 

amounts due under the CDs are subject to the Issuer’s credit risk and FDIC insurance limits. The CDs are not suitable for purchase by 

all investors. No investor should purchase the CDs unless he or she understands and is able to bear the associated market, liquidity and 

yield risks. 

The Interest Rate for each Floating Interest Rate Period is uncertain and could be as low as the Minimum Interest Rate. 

You will receive an Interest Payment Amount on the applicable Interest Payment Date during the Floating Interest Rate Period that 

accrues at a rate per annum equal to the applicable Year-Over-Year Change, subject to the Minimum Interest Rate of 0.00% per annum.  

A Year-Over-Year Change in the CPI that is less than or equal to 0.00% will cause the Interest Rate for the applicable Interest Payment 

Date during the Floating Interest Rate Period to be equal to the Minimum Interest Rate, and you will not be compensated for any loss in 

value due to inflation and other factors relating to the value of money over time. Following periods of little or no inflation, or periods of 

deflation, the Interest Rate will be equal to only the Minimum Interest Rate. You should consider, among other things, the overall 

potential return on the CDs as compared to other investment alternatives. 

The CDs are not ordinary certificates of deposit and the Interest Rate is not fixed for any Floating Interest Rate Period and is 

variable. 

The Interest Rate is not fixed for any Interest Period during the Floating Interest Rate Period, and will equal the applicable Year-Over-

Year Change in the CPI, subject to the Minimum Interest Rate, which may be less than returns otherwise payable on other certificates of 

deposit issued by us with similar maturities.  We have no control over any fluctuations in the CPI. 

The CDs are subject to our credit risk. 

The CDs are our deposit obligations and are not, either directly or indirectly, an obligation of any third party. Any Principal Amount of a 

CD, together with any other deposits held in the same right and capacity with us as the Issuer, that exceeds the applicable FDIC 

insurance limits, as well as any amounts payable under the CDs that are not insured by FDIC insurance, are subject to our credit risk, as 

Issuer of the CDs. As a result, the actual and perceived creditworthiness of us may affect the market value of the CDs and, in the event 

we were to default on our obligations, you may not receive any of the amounts owed to you under the terms of the CDs in excess of the 

amounts covered by the applicable FDIC insurance. 

The Estimated Initial Value of the CDs, which will be determined by us on the Pricing Date, will be less than the Issue Price and 

may differ from the market value of the CDs in the secondary market, if any. 

The Estimated Initial Value of the CDs will be calculated by us on the Pricing Date and will be less than the Issue Price.  The Estimated 

Initial Value will reflect a fixed-income component with the same maturity as the CDs, valued using an internal funding rate and the value 

of the embedded derivatives.  The value of the embedded derivatives will be determined by reference to our or our affiliates’  internal 

pricing models.  These pricing models consider certain assumptions and variables, which can include volatility and interest rates.  

Different pricing models and assumptions could provide valuations for the CDs that are different from our Estimated Initial Value.  These 

pricing models rely in part on certain forecasts about future events, which may prove to be incorrect.  The internal funding rate will be 

based on, among other things, our view of the funding value of the CDs as well as the issuance, operational and ongoing costs of the 

CDs.  Our use of an internal funding rate may have an adverse effect on the terms of the CDs and any secondary market prices of the 

CDs. 

The price of your CDs in the secondary market, if any, immediately after the Pricing Date will be less than the Issue Price. 

The Issue Price includes certain embedded costs.  These costs, which will be used or retained by us or one of our affiliates, include 

distribution fees, our affiliates’ projected hedging profits (which may or may not be realized) for assuming risks inherent in hedging our 

obligations under the CDs and the costs associated with structuring and hedging our obligations under the CDs.  If you were to sell your 

CDs in the secondary market, if any, immediately after the Settlement Date, the price you would receive for your CDs would be less than 

the price you paid for them because secondary market prices will not take into account these costs.  The price of your CDs in the 

secondary market, if any, at any time after issuance will vary based on many factors, including the levels of the Index and changes in 
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market conditions, and cannot be predicted with accuracy. The CDs are not designed to be short-term trading instruments, and you 

should, therefore, be able and willing to hold the CDs to maturity.  Any sale of the CDs prior to maturity could result in a loss to you. 

If we were to repurchase your CDs immediately after the Settlement Date, the price you receive may be higher than the 

Estimated Initial Value of the CDs. 

Assuming that all relevant factors remain constant after the Settlement Date, the price at which we may initially buy or sell the CDs in the 

secondary market, if any, and the value that we may initially use for customer account statements, if we provide any customer account 

statements at all, may exceed the Estimated Initial Value on the Pricing Date for a temporary period expected to be approximately 12 

months after the Settlement Date.  This temporary price difference may exist because, in our discretion, we may elect to effectively 

reimburse to depositors a portion of the estimated cost of hedging our obligations under the CDs and other costs in connection with the 

CDs that we will no longer expect to incur over the term of the CDs.  We will make such discretionary election and determine this 

temporary reimbursement period on the basis of a number of factors, including the tenor of the CDs and any agreement we may have 

with the distributors of the CDs. The amount of our estimated costs which we effectively reimburse to depositors in this way may not be 

allocated ratably throughout the reimbursement period, and we may discontinue such reimbursement at any time or revise the duration 

of the reimbursement period after the Settlement Date of the CDs based on changes in market conditions and other factors that cannot 

be predicted. 

There is no current secondary market for the CDs. 

The CDs will not be listed on any securities exchange or quotation system, and as a result, it is unlikely that a secondary market for the 

CDs will develop. Even if there is a secondary market, it may not provide enough liquidity to allow you to sell the CDs easily, and you 

may only be able to sell your CDs, if at all, at a price less than the Principal Amount of your CDs. These CDs are designed to be held to 

maturity. 

We or our affiliates are not affiliated with the BLS, and changes that affect the CPI will affect the market value of the CDs and 

the amount you will receive at maturity. 

There can be no assurance that the BLS will not change the method by which it calculates the CPI in a way that reduces the level of the 

CPI.  Similarly, the BLS may alter, discontinue, or suspend calculation or dissemination of the CPI.  Any of these actions could adversely 

affect your return on the CDs. The BLS will have no obligation to consider your interests in calculating or revising the CPI. 

The Year-Over-Year Change in the CPI, and therefore the value of the CDs, may be volatile and will be affected by a number of 

factors. 

The Year-Over-Year Change in the CPI, and therefore the value of the CDs is subject to volatility due to a variety of factors, including but 

not limited to: 

• interest and yield rates in the market, 

• changes in, or perceptions, about the future level of the CPI, 

• general economic conditions, 

• policies of the Federal Reserve Board regarding interest rates, 

• sentiment regarding underlying strength in the U.S. and global economies, 

• central bank policy regarding interest rates, 

• performance of capital markets, 

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

affect the Year-Over-Year Change in the CPI, 

• the time remaining to the maturity of the CDs, and 

• the creditworthiness of the Issuer. 

The impact of any of the factors set forth above may enhance or offset some or any of the changes resulting from another factor or 

factors. Increases or decreases in the Year-Over-Year Change in the CPI could result in the corresponding Interest Rate decreasing or 

an Interest Rate equal to the Minimum Interest Rate and thus in the reduction of the interest payable on the CDs. 
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The Interest Rate on the CDs may not reflect the actual levels of inflation affecting depositors of the CDs.  

The CPI is just one measure of inflation and may not reflect the actual levels of inflation affecting depositors of the CDs. Accordingly, an 

investment in the CDs may not fully offset any inflation actually experienced by depositors of the CDs.  

The historical levels of the CPI are not an indication of its future levels.  

The historical levels of the CPI are not an indication of its future levels during the term of the CDs. In the past, the CPI has experienced 

periods of volatility and such volatility may occur in the future. Fluctuations and trends in the CPI that have occurred in the past are not 

necessarily indicative, however, of fluctuations that may occur in the future. Depositors of the CDs will receive Interest Payment 

Amounts that will be affected by changes in the CPI. Such changes may be significant. Changes in the CPI are a function of the changes 

in specified consumer prices over time, which result from the interaction of many factors over which we have no control.  

Potential conflicts of interest may exist. 

We and our affiliates play a variety of roles in connection with the issuance of the CDs, including acting as Calculation Agent and 

hedging our obligations under the CDs. In performing these duties, the economic interests of the Calculation Agent and other affiliates of 

ours are potentially adverse to your interests as a depositor in the CDs.  We will not have any obligation to consider your interests as a 

depositor in taking any action that might affect the value of your CDs. In 

U.S. federal income tax consequences. 

The Issuer intends to treat the CDs as “contingent payment debt instruments” for U.S. federal income tax purposes. U.S. Holders (as 

defined under “Certain U.S. Federal Income Tax Considerations”) will be required to include in their taxable income for each year an 

amount of ordinary income equal to the OID on the CDs for that year. The OID is included in income and taxable at ordinary income 

rates, and may exceed the total amount of monthly interest payments received in a taxable year. 

The amount of OID that must be taken into income in each year will be calculated on the basis of the “comparable yield” of the CDs, 

which is the yield at which the Issuer would issue a non-contingent fixed-rate debt instrument having terms and conditions similar to 

those of the CDs. The comparable yield is determined by the Issuer as of the issuance date solely for U.S. federal income tax purposes 

and is neither a prediction nor a guarantee of what the actual yield will be on the CDs. 

The Issuer will prepare a “projected payment schedule” that produces the comparable yield. If the actual yield on the CDs exceeds the 

corresponding amount on the projected payment schedule, the excess will be taxed as additional OID income to the U.S. Holder. Any 

gain recognized by a U.S. Holder on the sale, exchange or other disposition of a CD will constitute ordinary interest income. 

Prospective depositors should see “Certain U.S. Federal Income Tax Considerations” below and consult their tax advisors regarding the 

tax consequences to them of a purchase of the CDs. 
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CERTAIN ADDITIONAL TERMS OF THE CERTIFICATES OF DEPOSIT 

The following information is a summary of certain additional terms of the CDs.  Prospective depositors should also carefully review the 

“Description of the CDs” section in the Base Disclosure Statement.  

Postponement of the Interest Payment Dates and the Maturity Date 

If any scheduled Interest Payment Date or the scheduled Maturity Date is not a Business Day, then that Interest Payment Date or the 

Maturity Date, as applicable, will be the next following day that is a Business Day.  If any Interest Payment Date or the Maturity Date is 

postponed by such reason, no interest will accrue in connection with such postponement. 

Maturity Redemption Amount and Interest Payment Amounts 

On the Maturity Date, the depositor of each CD held to maturity will receive an amount equal to the Principal Amount, plus the accrued 

and unpaid Interest Payment Amount. 

Interest will be paid on each Interest Payment Date and will be equal to the product of the Principal Amount multiplied by the applicable 

Interest Rate. For each Fixed Interest Rate Period, the Interest Rate will be a fixed rate of 4.00% per annum, corresponding to an APY of 

4.00% during that period.  For each Floating Interest Rate Period, the Interest Rate per annum will be the applicable Year-Over-Year 

Change in the CPI, subject to the Minimum Interest Rate.  The Interest Rate with respect to each Floating Interest Rate Period will be 

reset on the applicable Interest Reset Date. 

Apart from the Interest Payment Amounts, no interest will be paid during the term of the CDs or at or after maturity. 

For more information, see “Summary of Terms” above, together with the Base Disclosure Statement. 

Unavailability of the CPI Level 

If by 3:00 p.m. New York City time on the date which is three business days prior to any Interest Payment Date, the CPI Level is not 

published as described above for any relevant month, but has otherwise been reported by the BLS, then the Calculation Agent will 

determine the CPI as reported by the BLS for such month using such other source as on its face, after consultation with us, appears to 

accurately set forth the CPI as reported by the BLS. 

In calculating CPI Final and CPI Initial, the Calculation Agent will use the most recently available value of the CPI Level determined as 

described above on the applicable Interest Payment Date, even if such value has been adjusted from a previously reported value for 

the relevant month. However, if a value of CPI Final or CPI Initial used by the Calculation Agent on any Interest Payment Date to 

determine the Interest Rate on the CDs is subsequently revised by the BLS, the Interest Rate determined on such Interest Payment 

Date will not be revised, and we will not be required to make any additional payment on the CDs. If the CPI is rebased to a different 

year or period and the 1982-1984 CPI is no longer used, the base reference period for the CDs will continue to be the 1982-1984 

reference period as long as the 1982-1984 CPI continues to be published. 

If the CPI is discontinued or, if in the opinion of the BLS, as evidenced by a public release, and if concurred in by the Calculation Agent, 

the CPI is substantially altered, the Calculation Agent will determine the Year-Over-Year Change in the CPI by reference to the 

applicable substitute index chosen by the Secretary of the Treasury for the Department of the Treasury’s Inflation-Linked Treasuries as 

described at 62 Federal Register 846-874 (January 6, 1997). If none of those securities are outstanding, the Calculation Agent will 

determine a substitute index for the CDs in accordance with general market practice at the time. 

Redemption upon the Death or Adjudication of Incompetence of a Depositor  

In the event of the death or adjudication of incompetence of a depositor of a CD, the Issuer will allow a full withdrawal of the Principal 

Amount of the CDs of that depositor. In that event: (a) prior written notice of the proposed withdrawal must be given to the depositor’s 

Agent and the Issuer, together with appropriate documentation to support the request, each within 180 days of the death or adjudication 

of incompetence of such depositor; and (b) only a full withdrawal of the Principal Amount of those CDs will be permitted. The CDs so 

redeemed will not be entitled to any future Interest Payment Amounts not yet due and payable as of the date of our receipt of such 

written notice in respect of such redemption. Any redemption requests should be made by the depositors through their brokers. Please 

also refer to the section herein entitled “Summary of Terms—Early Redemption Upon the Death or Adjudication of Incompetence of a 

Depositor”.  The “Limited Successor Option CDs” provisions included in the Base Disclosure Statement under “Description of the CDs – 

Early Redemptions – Redemption upon the Death or Adjudication of Incompetence of a Depositor” do not apply to the CDs. 

Ratings 

The CDs will not be rated by any rating agency. 
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The Calculation Agent 

The Issuer is the Calculation Agent with regard to the CDs and is solely responsible for the determination or calculation of the Interest 

Rates, the Interest Payment Amount payable on each Interest Payment Date and the Maturity Redemption Amount, and any other 

determinations and calculations with respect to the CDs. All determinations and calculations made by the Calculation Agent will be at the 

sole discretion of the Calculation Agent and will be conclusive for all purposes and binding on the Issuer and depositors of the CDs, 

absent manifest error and provided that the Calculation Agent shall be required to act in good faith in making any determination or 

calculation. If the Calculation Agent uses discretion to make a determination or calculation, the Calculation Agent will notify the Issuer, 

who will provide notice to DTC in respect of the CDs.  

The Calculation Agent may have economic interests adverse to those of the depositors of the CDs, including with respect to certain 

determinations and judgments that the Calculation Agent must make in determining the Interest Payment Amount payable on the 

relevant Interest Payment Date and the Maturity Redemption Amount. The Calculation Agent will not be liable for any loss, liability, cost, 

claim, action, demand or expense (including, without limitation, all costs, charges and expenses paid or incurred in disputing or 

defending any of the foregoing) arising out of or in relation to or in connection with its appointment or the exercise of its functions, except 

such as may result from its own willful default or gross negligence or that of its officers or agents. Nothing shall prevent the Calculation 

Agent or its affiliates from dealing in the CDs or from entering into any related transactions, including any swap or hedging transactions, 

with any depositor of CDs. The Calculation Agent may resign at any time; however, resignation will not take effect until a successor 

Calculation Agent has been appointed. 
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Illustrative Example 

The following scenario analysis and examples relate to the hypothetical calculation of the Interest Rate applicable to an Interest Payment 

Date during the Floating Interest Rate Period and are provided for illustrative purposes only and are purely hypothetical. The scenario 

analysis and examples do not purport to be representative of every possible scenario concerning increases or decreases in the Year-

Over-Year Change in the CPI, and we cannot predict the Year-Over-Year Change in the CPI for any Interest Payment Date during the 

Floating Interest Rate Period. You should not take the scenario analysis and these examples as an indication or assurance of the 

expected performance of the Year-Over-Year Change in the CPI. The numbers set forth in the examples below have been rounded for 

ease of analysis. The following scenario analysis and examples illustrate the Interest determination for $1,000 in Principal Amount, 

reflecting the Minimum Interest Rate of 0.00% per annum, and assume there are 30 days within an Interest Period.  

 

Hypothetical 
Year-Over-Year 
Change in the 

CPI 

Hypothetical Interest 
Rate Per Annum 

Hypothetical  Interest 
Payment Amount for an 
Interest Payment Date 

10.00% 10.00% $8.2192 

9.00% 9.00% $7.3973 

8.00% 8.00% $6.5753 

7.00% 7.00% $5.7534 

5.00% 5.00% $4.1096 

4.00% 4.00% $3.2877 

3.00% 3.00% $2.4658 

2.00% 2.00% $1.6438 

1.00% 1.00% $0.8219 

0.00% 0.00% $0.0000 
0.00% 0.00% $0.0000 

-0.50% 0.00% $0.0000 

-1.00% 0.00% $0.0000 

-1.50% 0.00% $0.0000 

-2.00% 0.00% $0.0000 

-2.50% 0.00% $0.0000 

-3.00% 0.00% $0.0000 

Example 1: On an Interest Payment Date, the Year-Over-Year Change in CPI is equal to -2.00%.  Because the Year-Over-Year 

Change in CPI is 2.00% per annum, which is less than the Minimum Interest Rate, the Interest Rate for such Interest Payment Date is 

equal to the Minimum Interest Rate of 0.00% per annum and the Interest Payment Amount on the relevant Interest Payment Date would 

be $0.0000 per $1,000 in Principal Amount calculated as follows: 

 

1,000 × Interest Rate × 30/365 

= $1,000 × 0.00% × 30/365 

= $0.0000 

Example 2:  On an Interest Payment Date, the Year-Over-Year Change in CPI is equal to 2.00%.  Because the Year-Over-Year 

Change in CPI is 2.00% per annum, the Interest Rate for such Interest Payment Date is 2.00% per annum and the Interest Payment 

Amount on the relevant Interest Payment Date would be $1.6438 per $1,000 in Principal Amount calculated as follows: 

 

1,000 × Interest Rate × 30/365 

= $1,000 × 2.00% × 30/365 

= $1.6438 
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THE DISTRIBUTION 

Please refer to the section entitled “The Distribution” in the Base Disclosure Statement. 

 

FDIC INSURANCE 

The following disclosures are intended to supplement and, where conflicting, supersede the disclosures regarding deposit insurance 

herein and in the accompanying Base Disclosure Statement, including the section entitled FDIC Insurance included therein. 

The CDs are protected by federal deposit insurance provided by the Deposit Insurance Fund (the “DIF”), which is administered by the 

FDIC and backed by the full faith and credit of the U.S. Government, up to a maximum amount for all deposits held in the same 

ownership capacity per depository institution (the “Maximum Insured Amount”), which currently is $250,000.  The maximum amount of 

deposit insurance available in the case of deposits in certain retirement accounts (the “Maximum Retirement Account Amount”) also is 

$250,000 per participant per insured depository institution.  The Maximum Insured Amount and the Maximum Retirement Account 

Amount may be adjusted for inflation beginning April 1, 2010 and each fifth year thereafter.  Accordingly, holders of CDs whose Principal 

Amount plus any accrued Interest Payment Amount that exceed the applicable federal deposit insurance limit will not be insured by the 

FDIC for the Principal Amount plus any accrued Interest Payment Amount exceeding such limits.  Any accounts or deposits a holder 

maintains directly with the Issuer in the same ownership capacity as such holder maintains its CDs would be aggregated with such CDs 

for purposes of the Maximum Insured Amount or the Maximum Retirement Account Amount, as applicable.   

You should not rely on the availability of FDIC insurance to the extent the Principal Amount of CDs and any unpaid return in excess of 

the Principal Amount which, together with any other deposits that you maintain with us in the same ownership capacity, is in excess of 

the applicable FDIC insurance limits. The FDIC has taken the position that any secondary market premium paid by you in excess of the 

Principal Amount is not covered by FDIC insurance.  In addition, the FDIC may also take the position that no portion of the return in 

excess of the Principal Amount for any interest period is insured unless the total applicable return in excess of the Principal Amount for 

that interest period has been determined at the point that FDIC insurance payments become necessary. 

You are responsible for determining and monitoring the FDIC insurance coverage limits that are applicable to you in purchasing any 

CDs.  We do not undertake to determine or monitor the FDIC insurance coverage that may be available to you. You should make your 

own investment decision regarding the CDs and FDIC insurance coverage after consulting with your legal, tax, and other advisors. 

Please consult with your attorney or tax advisor to fully understand all of the legal consequences associated with any account ownership 

change you may be considering to maximize your deposit insurance coverage.  Please also refer to www.fdic.gov for a full explanation 

and examples of deposit coverage for the account ownership types below, particularly for revocable trusts, and for other forms of 

ownership as the following information is a general summary and is not a complete statement of the FDIC insurance coverage limits. 

The application of the federal deposit insurance limitation per depository institution in certain common factual situations is illustrated 

below.  Please also refer to www.fdic.gov for a full explanation and examples of deposit coverage for the account ownership types below 

as the following information is a general summary and is not a complete statement of the FDIC insurance coverage limits.   

 Individual Customer Accounts.  Funds owned by an individual and held in an account in the name of an agent or nominee of such 

individual (such as the CDs held in a brokerage account) are not treated as owned by the agent or nominee, but are added to other 

deposits of such individual held in the same legal capacity and are insured up to the Maximum Insured Amount in the aggregate. 

 Custodial Accounts.  Funds in accounts held by a custodian, guardian or conservator (for example, under the Uniform Gifts to 

Minors Act) are not treated as owned by the custodian, but are added to other deposits of the minor or other beneficiary held in the 

same legal capacity and are insured up to the Maximum Insured Amount in the aggregate. 

Joint Accounts. The interest of each co-owner in funds in an account held under any form of joint ownership valid under applicable state 

law may be insured up to the Maximum Insured Amount in the aggregate with other jointly held funds of such co-owner, separately and 

in addition to the Maximum Insured Amount allowed on other deposits individually owned by any of the co-owners of such account 

(hereinafter referred to as a “Joint Account”). Joint Accounts will be insured separately from such individually owned accounts only if 

http://www.fdic.gov/
http://www.fdic.gov/
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each of the co-owners is an individual person, has a right of withdrawal on the same basis as the other co-owners and has signed the 

deposit account signature card (unless the account is a CD or is established by an agent, nominee, guardian, custodian, executor or 

conservator).  If the Joint Account meets the foregoing criteria then it will be deemed to be jointly owned; as long as the account records 

of the Bank are clear and unambiguous as to the ownership of the account.  However, if the account records are ambiguous or unclear 

as to the manner in which the account is owned, then the FDIC may consider evidence other than such account records to determine 

ownership. The names of two or more persons on a deposit account will be conclusive evidence that the account is a Joint Account 

unless the deposit records as a whole are ambiguous and some other evidence indicates that there is a contrary ownership capacity.   In 

the event an individual has an interest in more than one Joint Account and different co-owners are involved, his or her interest in all of 

such Joint Accounts (subject to the limitation that such individual’s insurable interest in any one account may not exceed the Maximum 

Insured Amount divided by the number of owners of such account) is then added together and insured up to the Maximum Insured 

Amount in the aggregate, with the result that no individual’s insured interest in the joint account category can exceed the Maximum 

Insured Amount.  For deposit insurance purposes, the co-owners of any Joint Account are deemed to have equal interests in the Joint 

Account unless otherwise stated in the Bank’s records. 

 Entity Accounts.  The deposit accounts of any corporation, partnership or unincorporated association that is operated primari ly for 

some purpose other than to increase deposit insurance are added together and insured up to the Maximum Insured Amount in the 

aggregate per depository institution. 

 Retirement and Employee Benefit Plans and Accounts - Generally.  You may have interests in various retirement and employee 

benefit plans and accounts that are holding deposits of the Bank.  The amount of deposit insurance you will be entitled to will vary 

depending on the type of plan or account and on whether deposits held by the plan or account will be treated separately or 

aggregated with the deposits of the Issuer held by other plans or accounts.  It is therefore important to understand the type of plan 

or account holding the CD.  The following sections entitled “Pass-Through Deposit Insurance for Retirement and Employee Benefit 

Plan Deposits” and “Aggregation of Retirement and Employee Benefit Plans and Accounts” generally discuss the rules that apply 

to deposits of retirement and employee benefit plans and accounts.   

 Pass-Through Deposit Insurance for Retirement and Employee Benefit Plan Deposits.  Subject to the limitations discussed below, 

under FDIC regulations, an individual’s non-contingent interest in the deposits of one depository institution held by certain types of 

employee benefit plans are eligible for insurance on a “pass-through” basis up to the applicable deposit insurance limits for that 

type of plan.  This means that, instead of an employee benefit plan’s deposits at one depository institution being entitled to deposit 

insurance based on its aggregated deposits in the Bank, each participant in the employee benefit plan is entitled to insurance of his 

or her interest in the employee benefit plan’s deposits of up to the applicable deposit insurance limits per institution (sub ject to the 

aggregation of the participant’s interests in different plans, as discussed below).  The pass-through insurance provided to an 

individual as an employee benefit plan participant is in addition to the deposit insurance allowed on other deposits held by the 

individual at the issuing institution.  However, pass-through insurance is aggregated across certain types of accounts.  See the 

section entitled “Aggregation of Retirement and Employee Benefit Plans and Accounts.” 

o A deposit held by an employee benefit plan that is eligible for pass-through insurance is not insured for an amount 

equal to the number of plan participants multiplied by the applicable deposit insurance limits.  For example, assume 

an employee benefit plan that is a Qualified Retirement Account (defined below), i.e., a plan that is eligible for deposit 

insurance coverage up to the Maximum Retirement Account Amount per qualified beneficiary, owns $500,000 in 

deposits at one institution and the plan has two participants, one with a vested non-contingent interest of $350,000 

and one with a vested non-contingent interest of $150,000.  In this case, the individual with the $350,000 interest 

would be insured up to the $250,000 Maximum Retirement Account Amount limit, and the individual with the 

$150,000 interest would be insured up to the full value of such interest. 

o Moreover, the contingent interests of employees in an employee benefit plan and overfunded amounts attributed to 

any employee defined benefit plan are not insured on a pass-through basis.  Any interests of an employee in an 

employee benefit plan deposit which are not capable of evaluation in accordance with FDIC rules ( i.e., contingent 

interests) will be aggregated with the contingent interests of other participants and insured up to the applicable 

deposit insurance limits.  Similarly, overfunded amounts are insured, in the aggregate for all participants, up to the 

applicable deposit insurance limits separately from the insurance provided for any other funds owned by or 

attributable to the employer or an employee benefit plan participant. 
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Aggregation of Retirement and Employee Benefit Plans and Accounts 

 Self-Directed Retirement Accounts.  The Principal Amount of deposits held in Qualified Retirement Accounts, plus the accrued and 

unpaid interest, if any, are protected by FDIC insurance up to a maximum of the Maximum Retirement Account Amount for all such 

deposits held by you at the issuing depository institution.  “Qualified Retirement Accounts” consist of (i) any individual re tirement 

account (“IRA”), (ii) any eligible deferred compensation plan described in section 457 of the Code, (iii) any individual account plan 

described in section 3(34) of ERISA, to the extent the participants and beneficiaries under such plans have the right to direct the 

investment of assets held in the accounts and (iv) any plan described in section 401(d) of the Code, to the extent the participants 

and beneficiaries under such plans have the right to direct the investment of assets held in the accounts.  The FDIC sometimes 

generically refers to this group of accounts as “self-directed retirement accounts.”  Supplementary FDIC materials indicate that 

Roth IRAs, self-directed Keogh Accounts, Simplified Employee Pension plans, Savings Incentive Match Plans for Employees and 

self-directed defined contribution plans (such as 401(k) plans) are intended to be included within this group of Qualified Retirement 

Accounts.   Coverdell education savings accounts, Health Savings Accounts, Medical Savings Accounts, accounts established 

under section 403(b) of the Code and defined-benefit plans are NOT Qualified Retirement Accounts and do NOT receive the 

Maximum Retirement Account Amount of federal deposit insurance.  

 Other Employee Benefit Plans.  Any employee benefit plan, as defined in Section 3(3) of ERISA, plan described in Section 401(d) 

of the Code, or eligible deferred compensation plan under section 457 of the Code, that does not constitute a Qualified Retirement 

Account – for example, certain employer-sponsored profit sharing plans -- can still satisfy the requirements for pass-through 

insurance with respect to non-contingent interests of individual plan participants, provided that FDIC requirements for 

recordkeeping and account titling are met (“Non-Qualifying Benefit Plans”).  Defined contribution plan accounts and Keogh 

accounts that are not “self-directed” also generally would be treated as Non-Qualifying Benefit Plans.  For Non-Qualifying Benefit 

Plans, the amount subject to federal deposit insurance is the Maximum Insured Amount.  Under FDIC regulations, an individual’s 

interests in Non-Qualifying Benefit Plans maintained by the same employer or employee organization (e.g., a union) which are 

holding deposits at the same institution will be insured up to the Maximum Insured Amount in the aggregate, separate from other 

accounts held at the same depository institution in other ownership capacities.   

This general rule regarding pass-through insurance is subject to the following limitations and exceptions: 

 Total Coverage Might Not Equal the Maximum Retirement Account Amount Times the Number of Participants.  Each deposit held 

by an employee benefit plan may not necessarily be insured for an amount equal to the number of participants multiplied by the 

Maximum Retirement Account Amount.  For example, suppose an employee benefit plan owns $500,000 in CDs at one institution.  

Suppose, further, that the employee benefit plan has two participants, one with a vested non-contingent interest of $300,000 and 

one with a vested non-contingent interest of $200,000.  The individual with the $300,000 interest would be insured up to the 

$250,000 Maximum Retirement Account Amount limit and the individual with the $200,000 interest would be insured up to the full 

value of such interest. 

 Aggregation.  An individual’s non-contingent interests in funds deposited with the same depository institution by different employee 

benefit plans of the same employer or employee organization are aggregated for purposes of applying this pass-through Maximum 

Retirement Account Amount per participant deposit insurance limit, and are insured in aggregate only up to the Maximum 

Retirement Account Amount per participant. 

 Contingent Interests/Overfunding.  Any portion of an employee benefit plan’s deposits that is not attributable to the non-contingent 

interests of employee benefit plan participants is not eligible for pass-through deposit insurance coverage, and is insured, in 

aggregate, only up to the Maximum Insured Amount. 

To the extent that a CD purchaser expects its beneficial interest in the CDs to be fully covered by FDIC insurance, such purchaser, by 

purchasing a CD, is deemed to represent to the Bank and its broker that its beneficial interest (or if it is an agent, nominee, custodian or 

other person who is purchasing a CD for its beneficial owners, that each beneficial owner’s beneficial interest) in other deposits in the 

Issuer, when aggregated with the beneficial interest in the CD so purchased, to the extent that aggregation is required in determining 

insurance of accounts under the federal deposit insurance regulations, does not exceed the Maximum Insured Amount (or the Maximum 

Retirement Account Amount per participant in the case of certain retirement accounts as described above). 

Payments Under Adverse Circumstances 
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 As with all deposits, if it becomes necessary for federal deposit insurance payments to be made on the CDs, there is no specific 

time period during which the FDIC must make insurance payments available.  Accordingly, you should be prepared for the 

possibility of an indeterminate delay in obtaining insurance payments. 

 As explained above, the deposit insurance limits apply to the principal and any interest that has been ascertained and become due 

on all CDs and other deposit accounts maintained by you at the Issuer in the same legal ownership category.  The records 

maintained by the Issuer and your broker regarding ownership of CDs will be used to establish your eligibility for federal deposit 

insurance payments.  In addition, you may be required to provide certain documentation to the FDIC and to your Broker before 

insurance payments are released to you.  For example, if you hold CDs as trustee for the benefit of trust participants, you may also 

be required to furnish an affidavit to that effect; you may be required to furnish other affidavits and provide indemnities regarding an 

insurance payment. 

 In the event that insurance payments become necessary for your CDs, the FDIC is required to pay the original Principal Amount 

and accrued Interest Payment Amounts that have been ascertained and become due subject to the federal deposit insurance 

limits.  No Interest Payment Amounts will be earned on deposits from the time the Issuer is closed until insurance payments are 

received. 

 As an alternative to a direct deposit insurance payment from the FDIC, the FDIC may transfer the insured deposits of an insolvent 

institution to a healthy institution.  Subject to insurance verification requirements and the limits on deposit insurance coverage, the 

healthy institution may assume the CDs under the original terms or offer you a choice between paying the CD off and maintaining 

the deposit at a different rate.  Your Broker will advise you of your options in the event of a deposit transfer. 

 Your broker will not be obligated to you for amounts not covered by deposit insurance nor will your broker be obligated to make 

any payments to you in satisfaction of a loss you might incur as a result of (i) a delay in insurance payouts applicable to your CD, 

(ii) your receipt of a decreased interest rate on an investment replacing your CD as a result of the payment of the principal of your 

CD prior to its stated maturity, or (iii) payment in cash of the principal of your CD prior to its stated maturity in connection with the 

liquidation of the Issuer or the assumption of all or a portion of its deposit liabilities.  In connection with the latter, the amount of a 

payment on a CD which had been purchased at a premium in the secondary market is based on the original Principal Amount and 

not on any premium amount.  Therefore, you can lose up to the full amount of the premium as a result of such a payment.  Also, 

your broker will not be obligated to credit your account with funds in advance of payments received from the FDIC. 
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CERTAIN ERISA CONSIDERATIONS 

Please refer to the section entitled “Certain ERISA Considerations” in the Base Disclosure Statement. 

 

CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS  

Set forth below is a summary of certain U.S. federal income tax considerations relevant to the purchase, beneficial ownership, and 

disposition of a CD. 

For purposes of this summary, a “U.S. Holder” is a beneficial owner of a CD that is: 

• an individual who is a citizen or a resident of the United States for U.S. federal income tax purposes; 

• a corporation (or other entity that is treated as a corporation for U.S. federal tax purposes) that is created or organized in or under the 

laws of the United States or any State thereof (including the District of Columbia); 

• an estate, the income of which is subject to U.S. federal income taxation regardless of its source; or 

• a trust if a court within the United States is able to exercise primary supervision over its administration, and one or more United 

States persons, as defined for U.S. federal income tax purposes, have the authority to control all of its substantial decisions. 

For purposes of this summary, a “Non-U.S. Holder” is a beneficial owner of a CD that is: 

• a nonresident alien individual for U.S. federal income tax purposes; 

• a foreign corporation for U.S. federal income tax purposes; 

• an estate, the income of which is not subject to U.S. federal income tax on a net income basis; or 

• a trust if no court within the United States is able to exercise primary jurisdiction over its administration or if no United States persons, 

as defined for U.S. federal income tax purposes, have the authority to control all of its substantial decisions. 

An individual may, subject to certain exceptions, be deemed to be a resident of the United States by reason of being present in the 

United States for at least 31 days in the calendar year and for an aggregate of at least 183 days during a three-year period ending in the 

current calendar year (counting for such purposes all of the days present in the current year, one-third of the days present in the 

immediately preceding year, and one-sixth of the days present in the second preceding year). 

This summary is based on interpretations of the Internal Revenue Code of 1986, as amended (the “Code”), regulations issued 

thereunder, and rulings and decisions currently in effect (or in some cases proposed), all of which are subject to change. Any such 

change may be applied retroactively and may adversely affect the U.S. federal income tax consequences described herein. This 

summary addresses only holders that purchase CDs at initial issuance and beneficially own such CDs as capital assets and not as part 

of a “straddle,” “hedge,” “synthetic security” or a “conversion transaction” for U.S. federal income tax purposes, or as part of some other 

integrated investment. This summary does not discuss all of the tax consequences that may be relevant to particular depositors or to 

depositors subject to special treatment under the U.S. federal income tax laws (such as banks, thrifts, or other financial institutions; 

insurance companies; securities dealers or brokers, or traders in securities electing mark-to-market treatment; mutual funds or real 

estate investment trusts; small business investment companies; S corporations; depositors that hold their CDs through a partnership or 

other entity treated as a partnership for U.S. federal tax purposes; depositors whose functional currency is not the U.S. dollar; certain 

former citizens or residents of the United States; persons subject to the alternative minimum tax; retirement plans or other tax-exempt 

entities, or persons holding the CDs in tax-deferred or tax-advantaged accounts; or “controlled foreign corporations” or a “passive foreign 

investment companies” for U.S. federal income tax purposes). This summary also does not address the tax consequences to 

shareholders, or other equity holders in, or beneficiaries of, a holder of CDs, or any state, local or foreign tax consequences of the 

purchase, ownership or disposition of the CDs. This summary assumes that the issue price of the CDs, as determined for U.S. federal 

income tax purposes, equals the Principal Amount thereof. 

PROSPECTIVE PURCHASERS OF THE CDs SHOULD CONSULT THEIR TAX ADVISORS AS TO THE FEDERAL, STATE, LOCAL, 

AND OTHER TAX CONSEQUENCES TO THEM OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE CDs. 

In General 
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The Issuer intends to treat the CDs as indebtedness for U.S. federal income tax purposes and any reports to the Internal Revenue 

Service (the “IRS”) and U.S. Holders will be consistent with such treatment, and each holder will agree to treat the CDs as indebtedness 

for U.S. federal income tax purposes. The discussion that follows is based on that approach. Depositors should be aware, however, that 

the IRS is not bound by the Issuer’s characterization of the CDs as indebtedness, and the IRS could possibly take a different position as 

to the proper characterization of the CDs for U.S. federal income tax purposes. If the CDs are not in fact treated as debt instruments of 

the Issuer for U.S. federal income tax purposes, then the U.S. federal income tax treatment of owning and disposing of the CDs could 

differ from the treatment discussed below with the result that the timing and character of income, gain or loss recognized in respect of a 

CD could differ from the timing and character of income, gain or loss recognized in respect of the CD had the CD in fact been treated as 

a debt instrument of the Issuer for U.S. federal income tax purposes. 

Tax Treatment of U.S. Holders 

Accrual of Original Issue Discount 

The CDs generally will be subject to special rules, set forth in U.S. Treasury Department regulations, governing contingent payment debt 

instruments (“CPDIs”), and the Issuer and the holders will agree to treat the CDs as CPDIs for U.S. federal income tax purposes. Under 

the U.S. Treasury Department regulations governing CPDIs, accruals of income, gain, loss and deduction with respect to the CDs will be 

determined under the “noncontingent bond method”, even though the CDs will make interest payments at the Interest Rate. Under the 

noncontingent bond method, U.S. Holders of the CDs will accrue original issue discount (“OID”) over the term of the CDs based on the 

CDs’ comparable yield. 

The OID is included in income and taxable at ordinary income rates, and may exceed the total amount of monthly interest payments 

received in a taxable year. In general, the comparable yield of the CDs is equal to the yield at which the Issuer would issue a fixed rate 

debt instrument with terms and conditions similar to those of the CDs, including level of subordination, term, timing of payments, and 

general market conditions. The comparable yield is determined by the Issuer as of the issuance date solely for U.S. federal income tax 

purposes and is neither a prediction nor a guarantee of what the actual yield will be on the CDs. 

Based on these factors, in order to illustrate the application of the noncontingent bond method to the CDs, the Issuer has estimated that 

the comparable yield on the CDs, solely for U.S. federal income tax purposes, will be 2.47% per annum (compounded monthly). 

However, the actual comparable yield may vary depending upon market conditions on the date the CDs are issued and will be reported 

in the Final Terms and Conditions.  

Accordingly, U.S. Holders will generally accrue OID in respect of the CDs at a rate equal to the comparable yield. The amount of OID 

allocable to each annual accrual period will be the product of the “adjusted issue price” of the CDs at the beginning of each  such accrual 

period and the comparable yield. The “adjusted issue price” of the CDs at the beginning of an accrual period will equal the issue price of 

the CDs plus the amount of OID previously includible in the gross income of the U.S. Holder less the interest payments. The issue price 

of the CDs will be the first price at which a substantial amount of the CDs are sold. The amount of OID includible in the income of each 

U.S. Holder for each taxable year will generally equal the sum of the “daily portions” of the total OID on the CDs allocable to each day 

during the taxable year on which a U.S. Holder held the CDs. Generally, the daily portion of the OID is determined by allocating to each 

day in any accrual period a ratable portion of the OID allocable to such accrual period. Such OID is included in income and taxed as 

ordinary income. Information returns indicating the amount of OID accrued on CDs held by persons of record other than corporations 

and certain other “exempt recipients” will be filed with the IRS and sent to such record holder. 

The Issuer also is obligated by applicable U.S. federal income tax regulations to determine, solely for U.S. federal income tax purposes, 

a projected payment schedule for the CDs that reflects the projected floating rate payments with respect to the CDs and that produces 

the comparable yield. In accordance with the noncontingent bond method, and based upon the estimate of the comparable yield, the 

Issuer has estimated that the projected payment schedule consists of 12 monthly payments of $3.33 for the first year and of 12 monthly 

payments of $2.31 for each year thereafter until maturity and a final payment equal to approximately $1,002.31 on the Maturity Date in 

respect of each deposit of $1,000. However, the actual projected payment schedule may vary depending upon market conditions on the 

date the CDs are issued and will be reported in the Final Terms and Conditions. Based upon the estimates of the comparable yield and 

the projected payment schedule for the CDs, a U.S. Holder that pays taxes on a calendar year basis, and buys a CD for $1,000 and 

holds it to maturity, will be required to pay taxes on the following amounts of ordinary income from the CD each year: $27.01 for 2018, 

$29.30 for 2019, $29.35 for 2020, $29.40 for 2021, $29.45 for 2022, $29.51 for 2023, $29.56 for 2024, and $2.47 for 2025. However, as 

discussed in further detail below, the amount of ordinary income that a U.S. Holder will be required to pay taxes on from owning a CD 

may be greater or less than amounts projected, depending on the actual interest payment amount received. 

Under the noncontingent bond method, the projected payment schedule is not revised to account for changes in circumstances that 

occur while the CDs are outstanding. U.S. Holders should also note that the actual comparable yield and projected payment schedule 

may be different than as provided in this summary depending upon the actual term of the CDs and market conditions on the date the 
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CDs are issued. A U.S. Holder is generally bound by the comparable yield and the projected payment schedule established by the 

Issuer for the CDs. However, if a U.S. Holder believes that the projected payment schedule is unreasonable, a U.S. Holder must 

determine the comparable yield and set its own projected payment schedule for the CD and explicitly disclose the use of such schedule 

and the reason therefore on its timely filed U.S. federal income tax return for the taxable year in which it acquires the CDs. 

The comparable yield and projected payment schedule are provided solely to comply with the applicable U.S. federal income tax 

regulations in order to determine the amount of OID to be accrued by the holders of the CDs solely for U.S. federal income tax purposes 

and do not constitute assurances by the Issuer as to the actual yield of the CDs. The Issuer makes no representation as to what such 

actual amounts will be, and the comparable yield and the projected payment schedule do not necessarily reflect the expectations of the 

Issuer regarding the actual yield of the CDs. 

Adjustments Related to Interest Payment Amounts  

In addition to accruing interest income in accordance with the comparable yield, a U.S. Holder will be required to make adjustments (as 

described below) if the actual interest payments paid with respect to projected floating rate payments that a U.S. Holder receives in any 

taxable year differ from the projected payment schedule. 

If, during any taxable year, a U.S. Holder of a CD receives actual interest payments that exceed the total amount of projected floating 

rate payments for that taxable year, that U.S. Holder will incur a “net positive adjustment” under applicable U.S. federal income tax 

regulations equal to the amount of such excess. A U.S. Holder will treat a net positive adjustment as additional interest income in that 

taxable year. 

If, during any taxable year, a U.S. Holder of a CD receives actual interest payments that are less than the amount of projected floating 

rate payments for that taxable year, that U.S. Holder will incur a “net negative adjustment” under applicable U.S. federal income tax 

regulations equal to the amount of such deficit. This net negative adjustment will (a) reduce interest income on the CDs for that taxable 

year, and (b) to the extent of any excess after the application of (a), give rise to an ordinary loss to the extent of the holder’s interest 

income on the CDs during prior taxable years, reduced to the extent such interest was offset by prior net negative adjustments. Any net 

negative adjustment in excess of the amounts described in (a) and (b) will be carried forward as a negative adjustment to offset future 

interest income with respect to the CDs or to reduce the amount realized on a sale, redemption or maturity of the CDs. A net negative 

adjustment is not subject to the two percent floor limitation on miscellaneous itemized deductions. 

Notwithstanding the foregoing, special rules will apply if a floating rate payment on a CD becomes fixed more than six months prior to its 

scheduled date of payment. Generally, in such a case, a U.S. Holder would be required to account for the difference between the 

present value of the fixed payment and the present value of the projected payment as either a positive adjustment or a negative 

adjustment (i.e., either as additional OID or as an offset to future OID or as an ordinary loss, as appropriate) on the date the payment 

becomes fixed. U.S. Holders should consult their own tax advisors concerning these special rules. 

Sale, Exchange or Disposition of the CDs 

A U.S. Holder of a CD will recognize gain or loss on the taxable sale, exchange, or other disposition of the CD, to the extent that the 

amount realized is more or less than its adjusted basis. In general, any gain realized by a U.S. Holder on the taxable sale, exchange, or 

other disposition of a CD will be treated as ordinary interest income. Any loss recognized on the taxable sale, exchange, or other 

disposition of a CD will generally be treated as an ordinary loss to the extent of the OID previously accrued by such U.S. Holder on the 

CD, which, in the case of taxpayers who are individuals, would not be subject to the limitations on the deductibility of miscellaneous 

deductions. Any loss in excess of such accrued OID would be treated as a capital loss. The deductibility of capital losses by U.S. 

Holders is subject to limitations. 

Additional Medicare Tax 

A U.S. Holder that is an individual or estate, or a trust that does not fall into a special class of trusts that is exempt from such tax, will be 

subject to a 3.8% tax on the lesser of (1) the U.S. Holder’s “net investment income” for the relevant taxable year and (2) the excess of 

the U.S. Holder’s modified gross income for the taxable year over a certain threshold (which in the case of individuals will be between 

$125,000 and $250,000, depending on the individual’s circumstances). Net investment income generally includes passive income such 

as interest and capital gains. Depositors are urged to consult their tax advisors regarding the applicability of the Medicare tax to their 

income in respect of their investment in the CDs. 

Tax Treatment of Non-U.S. Holders 



 

 20 

Taxation of Interest and Disposition of the CDs 

In general, subject to the discussion below, Non-U.S. Holders will not be subject to any U.S. federal income or withholding tax on any 

interest income from a CD so long as the income or gain is not effectively connected with the conduct by such Non-U.S. Holder of a 

trade or business within the United States. Additionally, Non-U.S. Holders will not be subject to any U.S. federal income or withholding 

tax on any gain on the sale, early withdrawal, maturity, exchange or other disposition of a CD so long as the income or gain is not 

effectively connected with the conduct by such Non-U.S. Holder of a trade or business within the United States and the Non-U.S. Holder 

is not an individual present in the United States for 183 days or more in the taxable year in which the gain is recognized. 

U.S. Federal Estate Tax Treatment of Non-U.S. Holders 

CDs held (or treated as held) by an individual who is a Non-U.S. Holder at the time of his or her death will not be subject to U.S. federal 

estate tax, provided that the individual would not be subject to any U.S. federal income or withholding tax with respect to income or gain 

on the CDs. 

Information Reporting and Backup Withholding 

Under certain circumstances, the Code requires “information reporting” annually to the IRS and to each holder of the CDs, and “backup 

withholding” with respect to certain payments made on or with respect to the CDs. Information reporting and backup withholding 

generally will not apply to U.S. Holders that are corporations or certain other “exempt recipients” if the U.S. Holder provides the Issuer 

with a properly completed IRS Form W-9, and will not apply to a Non-U.S. Holder if the Non-U.S. Holder provides the Issuer with a 

properly completed IRS Form W-8BEN or IRS Form W-8BEN-E, as the case may be. Interest paid to a Non-U.S. Holder who is an 

individual may be reported on IRS Form 1042-S that is filed with the IRS and sent to the Non-U.S. Holder. 

Backup withholding is not an additional tax and may be refunded (or credited against a depositor’s U.S. federal income tax liability, if 

any), if certain required information is furnished. 

Foreign Account Tax Compliance Act 

The Foreign Account Tax Compliance Act (“FATCA”) imposes a 30% U.S. withholding tax on certain U.S. source payments, including 

interest (and OID), dividends, other fixed or determinable annual or periodical gain, profits, and income, and on the gross proceeds from 

a disposition of property of a type which can produce U.S. source interest or dividends (“Withholdable Payments”), if paid to a foreign 

financial institution (including amounts paid to a foreign financial institution on behalf of a holder), unless such institution enters into an 

agreement with the U.S. Treasury Department to collect and provide to the U.S. Treasury Department certain information regarding U.S. 

financial account holders, including certain account holders that are foreign entities with U.S. owners, with such institution, or otherwise 

complies with FATCA. FATCA also generally imposes a withholding tax of 30% on Withholdable Payments made to a non-financial 

foreign entity unless such entity provides the withholding agent with a certification that it does not have any substantial U.S. owners or a 

certification identifying the direct and indirect substantial U.S. owners of the entity. Under certain circumstances, a holder may be eligible 

for refunds or credits of such taxes.  

The U.S. Treasury Department and the IRS have announced that withholding on payments of gross proceeds from a sale, exchange, 

redemption, or other disposition of the CDs will only apply to dispositions after December 31, 2018. If the Issuer determines withholding 

is appropriate with respect to the CDs, the Issuer will withhold tax at the applicable statutory rate, and the Issuer will not pay any 

additional amounts in respect of such withholding. Prospective depositors are urged to consult with their own tax advisors regarding the 

possible implications of FATCA on their investment in the CDs. 

The preceding discussion is only a summary of certain of the tax implications of purchasing the CDs. Prospective depositors 

are urged to consult with their own tax advisors prior to purchasing to determine the tax implications of a purchase in light of 

that depositor’s particular circumstances. 

 



 

 21 

THE CPI 

The CPI is the non-seasonally adjusted U.S. City Average All Items Consumer Price Index for All Urban Consumers as published by the 

BLS.  The CPI is a measure of the prices paid by urban consumers in the U.S. for a fixed market basket of goods and services, including 

food, clothing, shelter, fuels, transportation, drugs, and charges for doctor and dentist services.  In calculating the CPI, prices for the 

various items are averaged together with weights that represent their importance in the spending of urban households in the U.S.  The 

BLS periodically updates the contents of the market basket of goods and services and the weights assigned to the various items to take 

into account changes in consumer expenditure patterns.  The CPI is expressed in relative terms in relation to a time base reference 

period for which the level is set at 100.000.  The base reference period for the CPI is the 1982-1984 average.  The CPI for a particular 

calendar month is published during the following month, and may be found on the website of the BLS.  A schedule of the dates for 

upcoming releases of the CPI may be found at the BLS’s website at www.bls.gov/schedule/news_release/cpi.htm. (Information inc luded 

in that website is not incorporated by reference herein.) 

Historical Performance of the CPI  

The following graph sets forth the historical performance of the CPI as reported by the BLS for the period from January 2008 to 

December 2017.  We obtained the rates below from the Bloomberg Professional® Service. We have not undertaken any independent 

review of, or made any due diligence inquiry with respect to, the information obtained from the Bloomberg Professional® service.  The 

rates displayed in the graph below are for illustrative purposes only and do not form part of the calculation of the Interest Rate on the 

CDs. 

Historical Performance of the CPI 
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The following graph sets forth the historical performance of the Year-Over-Year Change in the CPI from January 2008 through 

December 2017 based on the monthly historical levels of the CPI. The level for the CPI for August 2017 was 246.669. We obtained the 

historical levels from Bloomberg Professional® Service. We have not undertaken any independent review of, or made any due diligence 

inquiry with respect to, the information obtained from the Bloomberg Professional® service. We cannot give you assurance that the 

performance of the CPI will result in an Interest Rate that will provide a satisfactory return on your investment.   

Year-Over-Year Performance of the CPI 
 
 

 

Source: Bloomberg Professional® Service 

 

The historical Year-Over-Year Change in the CPI should not be taken as an indication of future performance, and no assurance can be 

given as to the Year-Over-Year Change in the CPI relevant to any Interest Payment Date. We cannot give you assurance that the Year-

Over-Year Change in the CPI will result in Interest Payment Amounts that will provide a satisfactory return on your investment. 
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