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EDGA Exchange Inc

545 Washington Boulevard 6th Floor

Jersey City New Jersey 07310

July 30 2009

VIA OVERNIGHT COURIER

James Brigagliano

Deputy Director

DivisiOn of Trading and Markets

Securities and Exchange Commission

100 Street N.E

Washington D.C 20549-0001

Re EDGA Exchange Inc

Amendment Number to Form Application

Dear Mr Brigagliano

On May 2009 EDGA Exchange Inc EDGA Exchange filed its Form

application to register as national securities exchange Form pursuant to Section of

the Securities Exchange Act of 1934 On behalf of EDGA Exchange enclosed for official

filing please find an original and two copies of the first Amendment to the Form the

Amendment Specifically EDGA Exchange is filing Form Execution Page and

amendments to the following documents in the Exhibits and as indicated below

The Proposed Rules of EDGA Exchange Inc in Exhibit of the Form to

address comments received from SEC staff following the initial filing of the Form

as well as updates and revisions to EDGA Exchanges Clearly Erroneous

Trading rules to comport with those filed by other registered national securities

exchanges

The Maple Merger Sub LLC Agreement in Exhibit of the Form to replace

with the version currently in effect

With respect to discussion of Indirect Foreign Affiliates of EDGA Exchange in

Exhibit of the Form

Inclusion of an organization chart reflecting the high level relationship of

the Direct Edge Holding LLCs affiliates and the Foreign Indirect

Affiliates and



Mr James Brigagliano

March 30 2009

Page

Modified organization charts depicting Foreign Indirect Affiliates to more

clearly denote Foreign Indirect Affiliates

The 2007 financials for Deutsche Borse ISE LLC ISE Holdings SIX Group and

SIX Swiss Exchange AG in Exhibit of the Form replacing 2008 financials for

the same companies

The new version of the above documents should be substituted for the versions filed

on May 2009 when the Form is posted on the SECs website for public comment

Except for the documents listed above no other documents in either Exhibits or will

be changed at this time For the convenience of your staff we will also update the .ftp site

we had previously set up with electronic versions of each of the documents described above
For ease of reference the link is ftp/IftD.directedqe.com User SEC Password

Directedge

Please do not hesitate to contact me if you have any questions

Very uly yours

Eric Hess Esq

Secretary and General Counsel

Enclosures

cc Hon Mary Schapiro Chairman w/o enclosures

Hon Luis Aguilar Commissioner wlo enclosures

Hon Kathleen Casey Commissioner w/o enclosures

Hon Troy Parades Commissioner w/o enclosures

Hon Elisse Walter Commissioner w/o enclosures

David Shiliman Associate Director w/o enclosures

David Hsu Senior Special Counsel

William OBrien Direct Edge



The Form application is amended as set forth in this Amendment No
The Form application is not being modified in any respect other than to the
extent set forth below

Amendments to Exhibit

Exhibit Request

copy of all written rulings settled practices having the effect of rules and
interpretations of the Governing Board or other committee of the applicant
in respect of any provisions of the constitution by-laws rules or trading
practices of the applicant which are not included in Exhibit

Amendments from prior response

Proposed Rules of EDGA Exchange Inc



Amendments to Exhibit

Exhibit Request

For each subsidiary or affiliate of the applicant and for any entity with
whom the applicant has contractual or other agreement relating to the
operation of an electronic trading system to be used to effect transactions
on the exchange System provide the following information

Name and address of organization

Form of organization e.g association corporation partnership
etc.

Name of state and statute citation under which organized Date of

incorporation in present form

Brief description of nature and extent of affiliation

Brief description of business or functions Description should include
responsibilities with respect to operation of the System and/or
execution reporting clearance or settlement of transactions in

connection with operation of the System

copy of the constitution

copy of the articles of incorporation or association including all

amendments

copy of existing by-laws or corresponding rules or instruments

The name and title of the present officers governors members of all

standing committees or persons performing similar functions

1O.An indication of whether such business or organization ceased to be
associated with the applicant during the previous year and brief

statement of the reasons for termination of the association

Amendments from prior response

ISE Ventures LLC

Copy of the constitution N/A

Maple Merger Sub LLC

Copy of existing by-laws Limited Liability Company Operating Agreement of

Maple Merger Sub LLC dated August 22 2008

Other Indirect Foreign Affiliates



As noted above the parent ownership structure of U.S Exchange Holdings
Inc is comprised entirely of foreign entfties the Foreign Direct Affiliates which in

turn own interests either directly or indirectly in excess of 25 percent in large
number of other foreign entities such Foreign Direct Affiliate owned entities

collectively the Foreign Indirect Affiliates

The organizational chart of Affiliates owned by Deutsche Börse AG is attached
and has been amended to identify Indirect Foreign Affiliates

The below entities are owned directly or indirectly by SIX Group AG Except
for the entities referenced above none of the entities are in the direct chain of

ownership extending down to the Applicant The list below has been amended to

identify Indirect Foreign Affiliates by an asterisk

Company Mother Mother company
number Company name company participation
Fully Consolidated

Particitations

C0001 SIX Group AG
C0002 SIX Management AG C0001 100.00
C0003 Telekurs Holding AG C0001 100.00
C0004 SIX Swiss Exchange AG C0001 100.00

C0004
C0005 SWX UK Branch branch ioo.oo
C0006 SIX Exfeed AG C0001 100.00
C0007 New Soffex AG C0004 100.00
c0009 SWX Europe Holdings Ltd C0004 100.00
COOlO SWX Europe Ltd C0009 100.00
COOll virt-x Subsidiary Nol Ltd C0009 100.00
C0012 virt-x LPSLtd C000g 100.00
C0013 virt-x SARL C0009 100.00
C0015 SIX Securities Group AG C0001 100.00
C0016 SIX SIS AG COOlS 100.00
C0017 SIX SIS Nominee U.K AG C0016 100.00
C0018 SIXxclearAG C0015 100.00
C0019 SIX SAG AG COOlS 100.00
C0020 SIX Systems AG C0015 100.00
C0021 SIX Tekurs AG C0003 100.00
C0022 Rolotec AG C0003 75.00
C0023 SIX Telekurs Deutschland GmbH C0003 100.00
C0024 SIX Telekurs Luxembourg SA C0003 100.00

C0025 Telekurs France SAS C0003 100.00
C0026 SIX Telekurs Nederland B.V C0003 100.00
C0027 SIX Telekurs Italia s.r.l C0003 100.00
C0028 SIX Telekurs UK Ltd C0003 100.00
C0029 SIX Telekurs USA Inc C0003 100.00

C0030 SIX Telekurs Japan Ltd C0003 100.00

C0032 SIX Telekurs Singapore Pte Ltd C0003 100.00

C0033 SIX Telekurs France SA C0025 100.00



C0034 Europerformance C0033 94.43

C0035 Six Telekurs Espaæa SA C0033 100.00

C0036 Fininfo Limited C0033 100.00

C0037 Fininfo Monaco SAM C0033 99.98

C0038 Fininfo MENA C0033 54.96

C0039 Netaccess C0038 100.00

C0040 La Cote Bleue C0033 100.00
C0042 Ecovision Finansanys AB C0046 100.00
C0043 SIX Finland Oy AB C0053 100.00

C0044 Ecovision Newmedia AB C0046 100.00
C0046 Six Sverige AB C0052 100.00
C0047 SIX Finansinformation AB C0053 100.00
C0048 SIX Norge AS C0047 100.00
C0049 SIX Finansinformation A/S C0047 100.00
C0050 Code Sense AB C0047 100.00

C0051 Svensk Börseninformation AB C0046 100.00
C0052 Six Holding AB C0047 100.00
C0053 SIX AB publ C0074 100.00

C0054 SIX Multipay AG C0003 100.00
C0055 SIX Multi Solutions C0003 100.00
C0056 SIX Card Solutions C0003 100.00
C0057 SIX Paynet AG C0003 100.00
C0058 PayNet International AG C0003 100.00
C0059 Telekurs Card Services SA C0003 100.00
C0060 Swisskey AG C0003 100.00
C0062 SIX Card Solutions GmbH C0056 100.00
C0063 SIX Card Solutions Luxembourg S.A C0003 100.00

C0064 SIX Card Solutions Sweden AB C0063 100.00

C0065 SIX Card Solutions Payment Gmbh C0063 100.00
C0066 SIX Card Solutions UK Ltd C0063 100.00
C0067 SIX Card Solutions USA Corp C0063 100.00

C0068 SIX Group Services AG C0003 100.00
C0069 SIX Interbank Clearing AG C0003 75.00

C0070 SIX Telekurs Belgium SA C0024 100.00

C0071 Ecovision Sverige AB C0046 100.00

C0072 Nyhetsbyrn Ticker C0046 100.00

C0073 Ecovision AB C0053 100.00

C0074 Telekurs Sweden AB C0003 100.00
SIX Swiss Infrastructure Exchange

C0075 AG C0001 100.00

C0076 SIX Pay S.A C0001 100.00

C0077 CETREL S.A C0001 50.00

C0078 CETREL Re S.A C0077 100.00

C0079 CETREL Securities S.A C0077 100.00

C0080 C6 Re S.A C0077 100.00

C0081 FS-B S.à.r.l C0077 100.00

C0082 FSTS.à.r.l C0077 100.00

Equity Particirjant

A0001 STOXXAG C0001 3333



A0002 Swiss Fund Data AG C0004 29.40

A0003 Bärsen-Informations AG C0004 33.33

A0004 Eurex Zurich AG C0004 50.00

A0005 Scoach Holding SA C0001 49.99

A0006 AccuMatch AG C0015 70.00
SECB Swiss Euro Clearing Bank

A0009 GmbH C0003 25.00

Non Consolidated

U0001 European Energy Exchange AG A0004 34.73

U0002 Eurex Frankfurt AG A0004 100.00

U0003 Eurex Clearing AG U0002 100.00

U0004 Eurex Bonds GmbH U0002 79.44

U0005 Eurex Repo GmbH U0002 100.00

U0006 Eurex Services GmbH U0002 100.00

U0016 Scoach Europa AG A0005 100.00

U0017 Scoach Schweiz AG A0005 100.00

U0019 BSP Regional Energy Exchange LLC A0004 49.00

European Energy Exchange Power

U0020 Spot GmbH U0001 100.00

U0021 EEX Derivatives Power GmbH U0001 100.00

U0022 European Commodity Clearing AG U0001 99.99

U0023 EPEX Spot S.E U0001 50.00

The above is summarized in an abbreviated organizational chart of Affiliates owned by SIX Group AG as

attached The amended abbreviated organizational chart identifies Foreign Indirect Affiliates



Exhibit

Exhibit Request

For each subsidiary or affiliate of the exchange provide unconsolidated
financial statements for the latest fiscal year Such financial statements
shall consist at minimum of balance sheet and an income statement
with such footnotes and other disclosures as are necessary to avoid

rendering the financial statements misleading If any affiliate or subsidiary
is required by another Commission rule to submit annual financial

statements statement to that effect with citation to the other

Commission rule may be provided in lieu of the financial statements

required here

The financials of Deutsche Börse AG are submitted in response to this Exhibit

The financials of International Securities Exchange Holdings Inc are submitted
in response to Exhibit

The financials of International Securities Exchange LLC are submitted in

response to Exhibit

13 The financials of SIX Group AG are submitted in response to Exhibit

14 The financials of SIX Swiss Exchange AG are submitted in response to Exhibit

Exhibit Proposed Operation of EDGA Exchange

Exhibit Request

Describe the manner of operation of the System This description should
include the following

The means of access to the System

Procedures governing entry and display of quotations and orders in

the System

Procedures governing the execution reporting clearance and
settlement of transactions in connection with the System

Proposed fees

Procedures for ensuring compliance with System usage guidelines

The hours of operation of the System and the date on which

applicant intends to commence operation of the System

Attach copy of the users manual



If applicant proposes to hold funds or securities on regular basis
describe the controls that will be implemented to ensure safety of
those funds or securities

Amendments from prior response

Hours of Operation

The Exchange proposes to operate Monday to Friday from 800 a.m Eastern Time to

800 p.m Eastern Time or during any other day or time approved by the Board of

Directors of the Exchange



ExhibitB-EDGA

Proposed Rules



EDGA EXCHANGEINC

RULES OF EDGA EXCHANGE INC



TABLE OF CONTENTS

Page

CHAPTER ADOPTION INTERPRETATION AND APPLICATION OF RULES
AND DEFINITIONS

Rule 1.1 Adoption of Exchange Rules

Rule 1.2 Interpretation

Rule 1.3 Applicability

Rule 1.4 Effective Time

Rule 1.5 Definitions

CHAPTER II MEMBERS OF THE EXCHANGE

Rule 2.1 Rights Privileges and Duties of Members

Rule 2.2 Obligations of Members and the Exchange

Rule 2.3 Member Eligibility

Rule 2.4 Application Process and Waive-In

Rule 2.5 Restrictions

Rule 2.6 Application Procedures for Membership or to become an

Associated Person of Member 10

Rule 2.7 Revocation of Membership or Association with Member 11

Rule 2.8 Voluntary Termination of Rights as Member 12

Rule 2.9 Dues Assessments and Other Charges 12

Rule 2.10 Affiliation between Exchange and Member 12

Rule 2.11 Direct Edge ECN LLC as Outbound Router 12

Rule 2.12 Direct Edge ECN LLC as Inbound Router 13

CHAPTER III RULES OF FAIR PRACTICE 15

Rule 3.1 Business Conduct of Members 15

Rule 3.2 Violations Prohibited 15

Rule 3.3 Use of Fraudulent Devices 15

Rule 3.4 False Statements 15

Rule 3.5 Advertising Practices 15

Rule 3.6 Fair Dealing with Customers 16

Rule 3.7 Recommendations to Customers 17

Rule 3.8 The Prompt Receipt and Delivery of Securities 17

Rule 3.9 Charges for Services Performed 18

Rule 3.10 Use of Information 18

Rule 3.11 Publication of Transactions and Quotations 18

Rule 3.12 Offers at Stated Prices 18

Rule 3.13 Payment Designed to Influence Market Prices Other than Paid

Advertising 18

Rule 3.14 Disclosure on Confirmations 18

Rule 3.15 Disclosure of Control 18



Rule 3.16 Discretionary Accounts .19

Rule 3.17 Customers Securities or Funds 19

Rule 3.18 Prohibition Against Guarantees 19

Rule 3.19 Sharing in Accounts Extent Permissible 19

Rule 3.20 Installment or Partial Payment Sales 20

CHAPTER IV BOOKS AND RECORDS 21

Rule 4.1 Requirements 21

Rule 4.2 Furnishing of Records 21

Rule 4.3 Record of Written Complaints 21

Rule 4.4 Disclosure of Financial Condition 22

CHAPTER SUPERVISION 23

Rule 5.1 Written Procedures 23

Rule 5.2 Responsibility of Members 23

Rule 5.3 Records 23

Rule 5.4 Review of Activities 23

Rule 5.5 Prevention of the Misuse of Material Nonpublic Information 23

Rule 5.6 Anti-Money Laundering Compliance Program 24

CHAPTER VI EXTENSIONS OF CREDIT 26

Rule 6.1 Prohibitions and Exemptions 26

Rule 6.2 Day Trading Margin 26

CHAPTER VII SUSPENSION BY CHIEF REGULATORY OFFICER 27

Rule 7.1 Imposition of Suspension
27

Rule 7.2 Investigation Following Suspension 27

Rule 7.3 Reinstatement 27

Rule 7.4 Failure to be Reinstated 28

Rule 7.5 Termination of Rights by Suspension 28

Rule 7.6 Summary Suspension of Exchange Services 28

Rule 7.7 Commission Action 28

CHAPTER VIII DISCIPLiNE 29

Rule 8.1 Disciplinary Jurisdiction 29

Rule 8.2 Complaint and Investigation 30

Rule 8.3 Expedited Proceeding 31

Rule 8.4 Charges
32

Rule 8.5 Answer 32

Rule 8.6 Hearings
32

Rule 8.7 Summary Proceedings
34

Rule 8.8 Offers of Settlement 34

Rule 8.9 Decision 35

11



Review .35

Effective Date of Judgment 36

Miscellaneous Provisions 36

Costs of Proceedings 37

Agency Review 37

Imposition of Fines for Minor Violations of Rules 37

Ex Parte Communications 39

CHAPTER IX ARBITRATION 40

Code of Arbitration 40

Jurisdiction 40

Predispute Arbitration Agreements 40

Referrals 41

Payment of Awards 42

Non-Waiver of Exchanges Right 42

CHAPTER ADVERSE ACTION 43

Scope of Chapter 43

Submission and Time Limitation on Application to Exchange 43

Procedure Following Applications for Hearing 43

Hearing and Decision 43

Review 44

Miscellaneous Provisions 44

Agency Review 45

CHAPTER XI TRADING RULES 46

Rule 11.1

Rule 11.2

Rule 11.3

Rule 11.4

Rule 11.5

Rule 11.6

Rule 11.7

Rule 11.8

Rule 11.9

Rule 11.10

Rule 11.11

Rule 11.12

Rule 11.13

Rule 11.14

Rule 11.15

Rule 11.16

Hours of Trading and Trading Days 46

Securities Eligible for Trading 46

Access 46

Authorized Traders 48

Orders and Modifiers 48

Units of Trading 52

Price Variations 52

Priority of Orders 52

Order Execution 53

Trade Execution and Reporting 55

Clearance and Settlement Anonymity 56

LIMITATION OF LIABILITY 56

Clearly Erroneous Executions 57

Trading Halts Due to Extraordinary Market Volatility 62

Short Sales 63

Locking or Crossing Quotations in NMS Stocks 63

Rule 8.10

Rule 8.11

Rule 8.12

Rule 8.13

Rule 8.14

Rule 8.15

Rule 8.16

Rule 9.1

Rule 9.2

Rule 9.3

Rule 9.4

Rule 9.5

Rule 9.6

Rule 10.1

Rule 10.2

Rule 10.3

Rule 10.4

Rule 10.5

Rule 10.6

Rule 10.7

111



CHAPTER XII TRADING PRACTICE RULES 65

Rule 12.1

Rule 12.2

Rule 12.3

Rule 12.4

Rule 12.5

Rule 12.6

Rule 12.7

Rule 12.8

Rule 12.9

Rule 12.10

Rule 12.11

Rule 12.12

Market Manipulation 65

Fictitious Transactions 65

Excessive Sales by Member 65

Manipulative Transactions 65

Dissemination of False Information 66

Customer Priority 66

Joint Activity 67

Influencing the Consolidated Tape 67

Trade Shredding 67

Options 68

Best Execution 68

Publication of Transactions and Changes 68

CHAPTER XIII MISCELLANEOUS PROVISIONS 69

Comparison and Settlement Requirements 69

Short Sale Borrowing and Delivery Requirements 69

Forwarding of Issuer Materials 69

Assigning of Registered Securities in Name of Member or

Member Organization
69

Commissions 70

Off-Exchange Transactions 70

Regulatory Services Agreements 70

CHAPTER XIV SECURITIES TRADED 71

Rule 14.1 Unlisted Trading Privileges
71

Rule 14.2 Investment Company Units 73

Rule 14.3 Trust Issued Receipts 77

Rule 14.4 Commodity-Based Trust Shares 81

Rule 14.5 Currency Trust Shares 84

Rule 14.6 Partnership Units 86

Rule 14.7 Equity Index-Linked Securities Commodity-Linked Securities and

Currency-Linked Securities 88

Rule 14.8 Portfolio Depositary Receipts 95

Rule 14.9 Equity-Linked Debt Securities 99

CHAPTER XV DUES FEES ASSESSMENTS AND OTHER CHARGES
EFFECTIVE DATE 103

Rule 15.1 Authority to Prescribe Dues Fees Assessments and Other Charges 103

Rule 13.1

Rule 13.2

Rule 13.3

Rule 13.4

Rule 13.5

Rule 13.6

Rule 13.7

iv



CHAPTER ADOPTION INTERPRETATION AND APPLICATION OF RULES AND
DEFINITIONS

Rule 1.1 Adoption of Exchange Rules

The following Exchange Rules are adopted pursuant to Article III Section and Article

Section of the By-Laws of the Exchange

Rule 1.2 Interpretation

Exchange Rules shall be interpreted in such manner to comply with the rules and requirements

of the Act and to effectuate the purposes and business of the Exchange and to require that all

practices in connection with the securities business be just reasonable and not unfairly

discriminatory

Rule 1.3 Applicability

Exchange Rules shall apply to all Members and persons associated with Member

Rule 1.4 Effective Time

All Exchange Rules shall be effective when approved by the Commission in accordance with the

Act and the rules and regulations thereunder except for those Rules that are effective upon filing

with the Commission in accordance with the Act and the rules thereunder and except as

otherwise specified by the Exchange or provided elsewhere in these Rules

Rule 1.5 Definitions

Unless the context otherwise requires for all purposes of these Exchange Rules terms used in

Exchange Rules shall have the meaning assigned in Article of the Exchanges By-Laws or as

set forth below

Act

The term Act or Exchange Act shall mean the Securities Exchange Act of 1934 as amended

Adverse Action

The term adverse action shall mean any action taken by the Exchange which affects adversely

the rights of any Member applicant for membership or any person associated with Member

including the denial of membership and the barring of any person from becoming associated

with Member and any prohibition or limitation by the Exchange imposed on any person with

respect to access to services offered by the Exchange or Member thereof This term does not

include disciplinary
actions for violations of any provision of the Act or the rules and regulations

promulgated thereunder or any provision of the By-Laws or Exchange Rules or any

interpretation thereof or resolution or order of the Board or appropriate Exchange committee

which has been filed with the Commission pursuant to Section 19b of the Act and has become



effective thereunder Review of disciplinary actions is provided for in Chapter VIII of the

Exchange Rules

Authorized Trader

The term Authorized Trader or AT shall mean person who may submit orders or who

supervises routing engine that may automatically submit orders to the Exchanges trading

facilities on behalf of his or her Member or Sponsored Participant

EDGA Book

The term EDGA Book shall mean the Systems electronic file of orders

Board and Board of Directors

The terms Board and Board of Directors shall mean the Board of Directors of the Exchange

Broker

The term broker shall have the same meaning as in Section 3a4 of the Act

Commission

The term Commissionshall mean the Securities and Exchange Commission

Dealer

The term dealer shall have the same meaning as in Section 3a5 of the Act

Designated Self-Regulatory Organization

The term designated self-regulatory organization shall mean self-regulatory organization

other than the Exchange designated by the Commission under Section 17d of the Act to

enforce compliance by Members with Exchange Rules

Exchange

The term Exchange shall mean EDGA EXCHANGE Inc registered
national securities

exchange

Industry Member

The term Industry Member means member of any committee or hearing panel who is or

has served in the prior three years as an officer director or employee of broker or dealer

excluding an outside director or director not engaged in the day-to-day management of broker

or dealer ii is an officer director excluding an outside director or employee of an entity that

owns more than ten percent of the equity of broker or dealer and the broker or dealer accounts

for more than five percent of the gross revenues received by the consolidated entity iiiowns

more than five percent of the equity securities of any broker or dealer whose investments in



brokers or dealers exceed ten percent of his or her net worth or whose ownership interest

otherwise permits him or her to be engaged in the day-to-day management of broker or dealer

iv provides professional services to brokers or dealers and revenues for such services

constitute 20 percent or more of the professional revenues received by such member or 20

percent or more of the gross revenues received by such members firm or partnership

provides professional services to director officer or employee of broker dealer or

corporation that owns 50 percent or more of the voting stock of broker or dealer and such

services relate to the directors officers or employees professional capacity and constitute 20

percent or more of the professional revenues received by such member or 20 percent or more of

the gross revenues received by such members firm or partnership or vi has consulting or

employment relationship with or provides professional services to the Exchange or any affiliate

thereof or has had any such relationship or provided any such services at any time within the

prior three years

Member

The term Member shall mean any registered broker or dealer or any person associated with

registered broker or dealer that has been admitted to membership in the Exchange Member

will have the status of member of the Exchange as that term is defined in Section 3a3 of

the Act

NBB NBO and NBBO

The term NBB shall mean the national best bid the term NBO shall mean the national best

offer and the term NBBO shall mean the national best bid or offer

Person

The term person shall mean natural person partnership corporation limited liability

company entity government or political subdivision agency or instrumentality of

government

Person Associated with Member

The terms person associated with Member or associated person of Member means any

partner officer director or branch manager of Member or person occupying similar status

or performing similar functions any person directly or indirectly controlling controlled by or

under common control with such Member or any employee of such Member except that any

person associated with Member whose functions are solely clerical or ministerial shall not be

included in the meaning of such term for purposes of these Rules

Post-Closing Session

The term Post-Closing Session shall mean the time between 400 p.m and 500 p.m Eastern

Time



Pre-Opening Session

The term Pre-Opening Session shall mean the time between 800 a.m and 930 a.m Eastern

Time

Protected NBB Protected NBO and Protected NBBO

The term Protected NBB shall mean the national best bid that is Protected Quotation the

term Protected NBO shall mean the national best offer that is Protected Quotation and the

term Protected NBBO shall mean the national best bid or offer that is Protected Quotation

Protected Bid Protected Offer and Protected Quotation

The term Protected Bid or Protected Offer shall mean bid or offer in stock that is

displayed by an automated trading center ii disseminated pursuant to an effective national

market system plan and iiian automated quotation that is the best bid or best offer of

national securities exchange or association The term Protected Quotation shall mean

quotation that is Protected Bid or Protected Offer

Qualified Clearing Agency

The term Qualified Clearing Agency means clearing agency registered with the Commission

pursuant to Section 7A of the Act that is deemed qualified by the Exchange

Registered Broker or Dealer

The term registered broker or dealer means any registered broker or dealer as defined in

Section 3a48 of the Act that is registered with the Commission under the Act

Regular Trading Hours

The term Regular Trading Hours means the time between 930 a.m and 400 p.m Eastern

Time

Sponsored Participant

The term Sponsored Participant shall mean person which has entered into sponsorship

arrangement with Sponsoring Member pursuant to Rule 11.3

Sponsoring Member

The term Sponsoring Member shall mean Member that is registered broker-dealer and that

has been designated by Sponsored Participant to execute clear and settle transactions resulting

from the System The Sponsoring Member shall be either clearing firm with membership in

clearing agency registered
with the Commission that maintains facilities through which

transactions may be cleared or ii correspondent firm with clearing arrangement with any

such clearing firm



Statutory Disqualification

The term statutory disqualification shall mean any statutory disqualification as defined in

Section 3a39 of the Act

System

The term System shall mean the electronic communications and trading facility designated by

the Board through which securities orders of Users are consolidated for ranking execution and

when applicable routing away

aa Top of Book

The term Top of Book shall mean the best-ranked order to buy or sell in the EDGA Book as

ranked pursuant to Rule 11.8

bb User

The term User shall mean any Member or Sponsored Participant who is authorized to obtain

access to the System pursuant to Rule 11.3

cc UTP Security

The term UTP Security shall mean any security that is not listed on the Exchange but is traded

on the Exchange pursuant to unlisted trading privileges



CHAPTER II MEMBERS OF THE EXCHANGE

Rule 2.1 Rights Privileges and Duties of Members

Unless otherwise provided in the Exchange Rules or the By-Laws of the Exchange each

Member shall have the rights privileges and duties of any other Member

Rule 2.2 Obligations of Members and the Exchange

In addition to all other obligations imposed by the Exchange in its By-Laws or the Exchange

Rules all Members as condition of effecting approved securities transactions on the

Exchanges trading facilities shall agree to be regulated by the Exchange and shall recognize

that the Exchange is obligated to undertake to enforce compliance with the provisions of the

Exchange Rules its By-Laws its interpretations and policies and with the provisions of the Act

and regulations thereunder and that subject to orders and rules of the Commission the

Exchange is required to discipline Members and persons associated with Members for violations

of the provisions of the Exchange Rules its By-Laws its interpretations and policies and the Act

and regulations thereunder by expulsion suspension limitation of activities functions and

operations fines censure being suspended or barred from being associated with Member or

any other fitting sanction

Rule 2.3 Member Eligibility

Except as hereinafter provided any broker or dealer registered pursuant to Section 15 of the Act

that is and remains member of another registered national securities exchange or association or

any person associated with such registered broker or dealer shall be eligible to be and to

remain Member Membership may be granted to sole proprietor partnership corporation

limited liability company or other organization or individual that has been approved by the

Exchange

Rule 2.4 Application Process and Waive-In

Applicants for Exchange membership that are also simultaneously applying for

membership with the Financial Industry Regulatory Authority FiNRA may file one

application with FINRA in compliance with the FINRA Rule 1010 Series however the

Exchange will not take action on the application for Exchange membership until the applicant is

an active member of FINRA

For temporary period beginning on the date the Exchange is approved by the SEC as

national securities exchange and ending 90 days after such date an applicant that is an active

member of FINRA or registered national securities exchange and is current or former

subscriber to the electronic communications network operated by Direct Edge ECN LLC shall

have the option to

apply to become Member and

apply to automatically register with Exchange all of its associated persons



whose registrations are active at the time the Exchange is approved as

national securities exchange and

who are registered in categories recognized by the Exchange

by submitting waive-in application form as prescribed by the Exchange including an

agreement or agreements conforming with Rule 2.6a1 through a5 The Exchange may

request additional documentation in addition to the waive-in application form in order to

determine that waive-in applicant meets the qualification standards set forth in Rule 2.5

Rule 2.5 Restrictions

No person may become Member or continue as Member in any capacity on the

Exchange where

such person is other than natural person and is not registered broker or dealer

such person is natural person who is not either registered broker or dealer or

associated with registered broker or dealer

such person is subject to statutory disqualification except that person may

become Member or continue as Member where pursuant to Rules 19d-l 19d-2 19d-3 and

19h-1 of the Act the Commission has issued an order providing relief from such

disqualification and permitting such person to become Member or

such person is not member of another registered national securities exchange or

association

No natural person or registered broker or dealer shall be admitted as or be entitled

to continue as Member or an associated person of Member unless such natural person or

broker or dealer meets the standards of training experience and competence as the Exchange

may prescribe Each Member shall have the responsibility and duty to ascertain by investigation

the good character business repute qualifications and experience of any person applying for

registration with the Exchange as an associated person of such Member

No registered
broker or dealer shall be admitted as or be entitled to continue as

Member if such broker or dealer

fails to comply with either the financial responsibility requirements established by

Rule 15c3-l under the Act or such other financial responsibility and operational capability

requirements as may be established by the Exchange Rules

fails to adhere to the Exchange Rules relating to the maintenance of books and

records or those rules of other self-regulatory organizations of which such broker or dealer is or

was Member

fails to demonstrate to the Exchange adequate systems capability capacity

integrity and security necessary to conduct business on the Exchange



is not member of Qualified Clearing Agency or does not clear transactions

executed on the Exchange through another Member that is member of Qualified Clearing

Agency

is subject to any unsatisfied liens judgments or unsubordinated creditor claims of

material nature which in the absence of reasonable explanation therefor remain outstanding

for more than six months

has been subject to any bankruptcy proceeding receivership or arrangement for

the benefit of creditors within the past three years or

has engaged in an established pattern of failure to pay just debts or has defaulted

without reasonable explanation on an obligation to self-regulatory organization or any

member of self-regulatory organization

No person shall be admitted as Member or as an associated person of Member

where it appears that such person has engaged and there is reasonable likelihood that such

person again may engage in acts or practices inconsistent with just and equitable principles
of

trade

No person shall become an associated person of Member unless such person agrees

to supply the Exchange with such information with respect to such persons

relationships and dealings with the Member as may be specified by the Exchange

to permit examination of such persons books and records by the Exchange to

verify the accuracy of any information so supplied and

to be regulated by the Exchange and to recognize that the Exchange is obligated

to undertake to enforce compliance with the provisions of the Exchange Rules the By-Laws the

interpretations
and policies of the Exchange and the provisions of the Act and the regulations

thereunder

Interpretations and Policies

.01 The Exchange may require the successful completion of written proficiency examination to

enable it to examine and verify that prospective Members and associated persons of Members

have adequate training experience and competence to comply with the Exchange Rules and

policies of the Exchange

.02 If the Exchange requires the completion of such proficiency examinations the Exchange

may in exceptional cases and where good cause is shown waive such proficiency examinations

as are required by the Exchange upon written request of the applicant and accept other standards

as evidence of an applicants qualifications Advanced age physical infirmity or experience in

fields ancillary to the securities business will not individually of themselves constitute sufficient

grounds to waive proficiency examination



.03 The Exchange requires the General Securities Representative Examination Series in

qualifying persons seeking registration as general securities representatives including as

Authorized Traders on behalf of Members The Exchange uses the Uniform Application for

Securities Industry Registration or Transfer FormU-4 as part
of its procedure for registration

and oversight of Member personnel

.04 The Regulatory Element of the Continuing Education Requirement for Authorized Traders of

Members

Requirements

No Member shall permit any Authorized Trader to continue to and no Authorized Trader shall

continue to perform duties as an Authorized Trader on behalf of such Member unless such

person has complied with the requirements of this Interpretation .04 Each Authorized Trader

shall complete the Regulatory Element of the Continuing Education requirement the

Regulatory Element on the occurrence of their second registration anniversary date and every

three years thereafter or as otherwise prescribed by the Exchange On each occasion the

Regulatory Element must be completed within 120 days after the Authorized Traders

registration anniversary date persons initial registration date also known as the base date

shall establish the cycle of anniversary dates for purposes of this Rule The content of the

Regulatory Element shall be determined by the Exchange and shall be appropriate to either the

registered representative or principal status of persons subject to this Interpretation

Failure to Complete

Unless otherwise determined by the Exchange any Authorized Traders who have not completed

the Regulatory Element within the prescribed time frames will have their registrations deemed

inactive until such time as such requirements have been satisfied Any person whose registration

has been deemed inactive under this Interpretation
shall cease all activities as an Authorized

Trader and is prohibited from performing any duties and functioning in any capacity requiring

registration registration that is inactive for period of two years will be administratively

terminated person whose registration is so terminated may reactivate the registration only by

reapplying for registration and meeting the qualification requirements of the applicable

provisions of these Rules The Exchange may upon application and showing of good cause

allow for additional time for registered person to satisfy the Regulatory Element

Disciplinary Actions

Unless otherwise determined by the Exchange an Authorized Trader will be required to re

satisfy the Regulatory Element in the event such person

is subject to any statutory disqualification as defined in Section 3a39 of the

Act

is subject to suspension or to the imposition of fine of $5000 or more for

violation of any provision of any securities law or regulation or any agreement with or rule or

standard of conduct of any securities governmental agency securities self-regulatory



organization or as imposed by any such regulatory or self-regulatory organization in connection

with disciplinary proceeding or

is ordered as sanction in disciplinary action to retake the Regulatory Element

by any securities governmental agency or self-regulatory organization

The retaking of the Regulatory Element shall commence with participation within 120 days of

the Authorized Trader becoming subject to the statutory disqualification
in the case of

above or the disciplinary action becoming final in the case of and above The date of the

disciplinary action shall be treated as such personts new base date with the Exchange

Reassociation in Registered Capacity

Any Authorized Trader who has terminated association with member and who has within two

years of the date of termination become reassociated in registered capacity with member

shall satisfy the Regulatory Element at such intervals that may apply second anniversary and

every three years thereafter based on the initial registration anniversary date rather than based

on the date of reassociation in registered capacity

Rule 2.6 Application Procedures for Membership or to become an Associated Person of

Member

Applications for membership shall be made to the Exchange and shall contain the

following

An agreement to abide by comply with and adhere to the provisions of the

Exchanges Certificate of Incorporation its By-Laws the Exchange Rules the policies

interpretations and guidelines of the Exchange and all orders and decisions of the Exchanges

Board and penalties imposed by the Board and any duly authorized committee provided

however that such agreement shall not be construed as waiver by the applicant of any right to

appeal as provided in the Act

An agreement to pay such dues assessments and other charges in the manner and

amount as shall from time to time be fixed by the Exchange

An agreement that the Exchange and its officers employees and members of its

Board and of any committee shall not be liable except for willful malfeasance to the applicant

or to any other person for any action taken by such director officer or member in his official

capacity or by any employee of the Exchange while acting within the scope of his employment

in connection with the administration or enforcement of any of the provisions of the Certificate

of Incorporation By-Laws Exchange Rules policies interpretations or guidelines of the

Exchange or any penalty imposed by the Exchange its Board or any duly authorized committee

An agreement that in cases where the applicant fails to prevail in lawsuit or

administrative adjudicative proceeding instituted by the applicant against
the Exchange or any of

its officers directors committee members employees or agents to pay the Exchange or any of

its officers directors committee members employees or agents all reasonable expenses

including attorneys fees incurred by the Exchange in the defense of such proceeding but only
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in the event that such expenses exceed Fifty Thousand Dollars $50000.00 provided however

that such payment obligation shall not apply to internal disciplinary actions by the Exchange or

administrative appeals

An agreement to maintain and make available to the Exchange its authorized

employees and its Board or committee members such books and records as may be required to be

maintained by the Commission or the Exchange Rules

Such other reasonable information with respect to the applicant as the Exchange

may require

Applications for association with Member shall be made on FormU-4 and such

other forms as the Exchange may prescribe and shall be delivered to the Exchange in such

manner as designated by the Exchange

If the Exchange is satisfied that the applicant is qualified for membership pursuant

to the provisions of this Chapter the Exchange shall promptly notify in writing the applicant of

such determination and the applicant shall be Member

If the Exchange is not satisfied that the applicant is qualified for membership

pursuant to the provisions of this Chapter the Exchange shall promptly notify the applicant of

the grounds for denying the applicant The Board on its own motion may reverse the

determination that the applicant is not qualified for membership If majority of the Board

specifically determines to reverse the determination to deny membership the Board shall

promptly notify Exchange staff who shall promptly notify the applicant of the Boards decision

and shall grant membership to the applicant An applicant who has been denied membership may

appeal such decision under Chapter of the Exchange Rules governing adverse action

In considering applications for membership the Exchange shall adhere to the

following procedures

Where an application is granted the Exchange shall promptly notify the applicant

The applicant shall be afforded an opportunity to be heard on the denial of

membership pursuant to Chapter of the Exchange Rules governing adverse action

Except where pursuant to Section 17d of the Act the Exchange has been relieved

of its responsibility to review and act upon applications for associated persons of Member the

procedure set forth in this Chapter shall govern the processing of any such applications

Rule 2.7 Revocation of Membership or Association with Member

Members or associated persons of Members may effect approved securities transactions on the

Exchanges trading facilities only so long as they possess all the qualifications set forth in the

Exchange Rules Except where pursuant to Section 17d of the Act the Exchange has been

relieved of its responsibility to monitor the continued qualifications
of Member or an

associated person of Member when the Exchange has reason to believe that Member or

associated person of Member fails to meet such qualifications the Exchange may act to revoke
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such persons membership or association Such action shall be instituted under and governed by

Chapters VII and VIII of the Exchange Rules and may be appealed under Chapter of the

Exchange Rules governing adverse action In connection with any revocation of rights as

Member or voluntary termination of rights as Member pursuant to Rule 2.8 the Members

membership in the Exchange shall be cancelled

Rule 2.8 Voluntary Termination of Rights as Member

Member may voluntarily terminate its rights as Member only by written resignation

addressed to the Exchanges Secretary or another officer designated by the Exchange Such

resignation shall not take effect until 30 days after all of the following conditions have been

satisfied receipt of such written resignation ii all indebtedness due the Exchange shall have

been paid in full iiiany Exchange investigation or disciplinary action brought against the

Member has reached final disposition and iv any examination of such Member in process is

completed and all exceptions noted have been reasonably resolved provided however that the

Board may declare resignation effective at any time

Rule 2.9 Dues Assessments and Other Charges

The Exchange may prescribe such reasonable assessments dues or other charges as it may in its

discretion deem appropriate Such assessments and charges shall be equitably allocated among

Members issuers and other persons using the Exchanges facilities

Rule 2.10 Affiliation between Exchange and Member

Without the prior approval of the Commission the Exchange or any entity with which it is

affiliated shall not directly or indirectly acquire or maintain an ownership interest in Member
In addition without the prior approval of the Commission Member shall not be or become an

affiliate of the Exchange or an affiliate of any affiliate of the Exchange The term affiliate shall

have the meaning specified
in Rule 12b-2 under the Act Nothing in this Rule 2.10 shall prohibit

Member or its affiliate from acquiring or holding an equity interest in Direct Edge Holdings

LLC that is permitted by the ownership and voting limitations contained in the Operating

Agreement and By-Laws of Direct Edge Holdings LLC In addition nothing in this Rule 2.10

shall prohibit Member from being or becoming an affiliate of the Exchange or an affiliate of

any affiliate of the Exchange solely by reason of such Member or any officer director manager

managing member partner or affiliate of such Member being or becoming either Director

as such term is defined in the By-Laws of the Exchange pursuant to the By-Laws of the

Exchange or Director serving on the Board of Directors of Direct Edge Holdings LLC In

addition nothing in this Rule 2.10 shall prohibit the Exchange from being an affiliate of Direct

Edge ECN LLC or of EDGX Exchange Inc

Rule 2.11 Direct Edge ECN LLC as Outbound Router

For so long as Direct Edge ECN LLC is affiliated with the Exchange and is providing

outbound routing of orders from the Exchange to other securities exchanges facilities of

securities exchanges automated trading systems electronic communications networks or other

brokers or dealers collectively Trading Centers such function of Direct Edge ECN LLC is
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referred to as the Outbound Router each of the Exchange and Direct Edge ECN LLC shall

undertake as follows

The Exchange will regulate the Outbound Router function of Direct Edge ECN

LLC as facility as defined in Section 3a2 of the Act subject to Section of the Act In

particular and without limitation under the Act the Exchange will be responsible for filing with

the Commission rule changes and fees relating to the Direct Edge ECN LLC Outbound Router

function and Direct Edge ECN LLC will be subject to exchange non-discrimination

requirements

FINRA self-regulatory organization unaffihiated with the Exchange or any of its

affiliates will carry out oversight and enforcement responsibilities as the designated examining

authority designated by the Commission pursuant to Rule 17d-1 of the Act with the

responsibility for examining Direct Edge ECN LLC for compliance with applicable financial

responsibility rules

Members use of Direct Edge ECN LLC to route orders to another Trading

Center will be optional Any Member that does not want to use Direct Edge ECN LLC may use

other routers to route orders to other Trading Centers

Direct Edge ECN LLC will not engage in any business other than its

Outbound Router function its Inbound Router function as described in Rule 2.12 and any

other activities it may engage in as approved by the Commission

The Exchange shall establish and maintain procedures and internal controls

reasonably designed to adequately restrict the flow of confidential and proprietary information

between the Exchange and its facilities including Direct Edge ECN LLC and any other entity

including any affiliate of Direct Edge ECN LLC and if Direct Edge ECN LLC or any of its

affiliates engages in any other business activities other than providing routing services to the

Exchange between the segment of Direct Edge ECN LLC or its affiliate that provides the other

business activities and the routing services

The books records premises officers agents directors and employees of Direct

Edge ECN LLC as facility of the Exchange shall be deemed to be the books records premises

officers agents directors and employees of the Exchange for purposes of and subject to

oversight pursuant to the Act The books and records of Direct Edge ECN LLC as facility of

the Exchange shall be subject at all times to inspection and copying by the Exchange and the

Commission Nothing in these Rules shall preclude officers agents directors or employees of

the Exchange from also serving as officers agents directors and employees of Direct Edge ECN

LLC

Rule 2.12 Direct Edge ECN LLC as Inbound Router

For so long as the Exchange is affiliated with EDGX Exchange Inc and Direct Edge

ECN LLC in its capacity as facility of the Exchange is utilized for the routing of orders from

EDGX Exchange Inc to the Exchange each of the Exchange and Direct Edge ECN LLC shall

undertake as follows
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The Exchange shall enter into plan pursuant to Rule 7d-2 under the

Exchange Act with non-affiliated self-regulatory organization to relieve the Exchange of

regulatory responsibilities for Direct Edge ECN LLC with respect to rules that are common rules

between the Exchange and the SRO and enter into regulatory services contract with non-

affiliated SRO to perform regulatory responsibilities for Direct Edge ECN LLC for unique

Exchange rules

The regulatory services contract in paragraph 2.12a1 shall require the

Exchange to provide the non-affiliated self-regulatory organization with information in an easily

accessible manner regarding all exception reports alerts complaints trading errors

cancellations investigations and enforcement matters collectively Exceptions in which

Direct Edge ECN LLC is identified as participant that has potentially violated Exchange or

SEC rules and shall require that the non-affiliated self-regulatory organization provide report

to the Exchange quantifying all exception reports alerts complaints trading errors

cancellations investigations and enforcement matters on not less than quarterly basis

The Exchange on behalf of Direct Edge Holdings LLC shall establish and

maintain procedures and internal controls reasonably designed to ensure that Direct Edge ECN

LLC does not develop or implement changes to its systems on the basis of nonpublic information

obtained as result of its affiliation with the Exchange until such information is available

generally to similarly situated members of the Exchange in connection with the provision of

inbound order routing to the Exchange

Provided the above conditions are complied with and provided further that Direct

Edge ECN LLC operates as an outbound router on behalf of EDGX Exchange Inc on the same

terms and conditions as it does for the Exchange and in accordance with the rules of EDGX

Exchange Inc Direct Edge ECN LLC may provide inbound routing services to the Exchange

from EDGX Exchange Inc for Pilot Period ending months from the date of

launch
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CHAPTER III RULES OF FAIR PRACTICE

Rule 3.1 Business Conduct of Members

Member in the conduct of its business shall observe high standards of commercial honor and

just and equitable principles
of trade

Rule 3.2 Violations Prohibited

No Member shall engage in conduct in violation of the Act the rules or regulations thereunder

the By-Laws Exchange Rules or any policy or written interpretation of the By-Laws or

Exchange Rules by the Board or an appropriate Exchange committee Every Member shall so

supervise persons associated with the Member as to assure compliance with those requirements

Rule 3.3 Use of Fraudulent Devices

No Member shall effect any transaction in or induce the purchase or sale of any security by

means of any manipulative deceptive or other fraudulent device or contrivance

Rule 3.4 False Statements

No Member or applicant for membership or person associated with Member or applicant shall

make any false statements or misrepresentations in any application report or other

communication to the Exchange No Member or person associated with Member shall make

any false statement or misrepresentation to any Exchange committee officer the Board or any

designated self-regulatory organization in connection with any matter within the jurisdiction of

the Exchange

Rule 3.5 Advertising Practices

No Member directly or indirectly in connection with the purchase or sale of any

security that has listed or unlisted trading privileges on the Exchange shall publish circulate or

distribute any advertisement sales literature or market letter or make oral statements or

presentations which the Member knows or in the exercise of reasonable care should know

contain any untrue statement of material fact or which is otherwise false or misleading

Exaggerated or misleading statements or claims are prohibited

Advertisements sales literature and market letters shall contain the name of the

Member the person or firm preparing the material if other than the Member and the date on

which it was first published circulated or distributed except that in advertisements only the

name of the Member need be stated

No cautionary statements or caveats often called hedge clauses may be used if they

could mislead the reader or are inconsistent with the content of the material

Each item of advertising and sales literature and each market letter shall be approved

by signature or initial prior to use by an officer partner or other official the Member has

designated to supervise all such matters
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separate
file of all advertisements sales literature and market letters including the

names of the persons who prepared them and/or approved their use shall be maintained by the

Member for period of three years from the date of each use for the first two years in place

readily accessible to examination or spot checks Each Member shall file with the Exchange or

the designated self-regulatory organization for such Member within five business days after

initial use each advertisement i.e any material for use in any newspaper or magazine or other

public media or by radio telephone recording motion picture or television except tombstone

advertisements unless such advertisement may be published under the rules of another self-

regulatory organization regulating the Member under the Act

Testimonial material based on experience with the Member or concerning any advice

analysis report or other investment related service rendered by the Member must make clear that

such testimony is not necessarily indicative of future performance or results obtained by others

Testimonials also shall state whether any compensation has been paid to the maker directly or

indirectly and if the material implies special experience or expert opinion the qualifications of

the maker of the testimonial should be given

Any statement to the effect that report or analysis or other service will be furnished

free or without any charge shall not be made unless such report or analysis or other service

actually is or will be furnished entirely free and without condition or obligation

No claim or implication may be made for research or other facilities beyond those

which the Member actually possesses or has reasonable capacity to provide

Rule 3.6 Fair Dealing with Customers

All Members have fundamental responsibility for fair dealing with their customers Practices

which do not represent fair dealing include but are not limited to the following

Recommending speculative securities to customers without knowledge of or an

attempt to obtain information concerning the customers other securities holdings their financial

situation and other necessary data This prohibition has particular application to high pressure

telephonic sales campaigns

Excessive activity in customer accounts churning or overtrading in relation to the

objectives and financial situation of the customer

Establishment of fictitious accounts in order to execute transactions which otherwise

would be prohibited or which are contrary to the Members policies

Causing the execution of transactions which are unauthorized by customers or the

sending of confirmations in order to cause customers to accept transactions not actually agreed

upon

Unauthorized use or borrowing of customer funds or securities and
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Recommending the purchase of securities or the continuing purchase of securities in

amounts which are inconsistent with the reasonable expectation that the customer has the

financial ability to meet such commitment

Interpretations and Policies

.01 Members who handle customer orders on the Exchange shall establish and enforce objective

standards to ensure queuing and executing of customer orders in fair and equitable manner

Rule 3.7 Recommendations to Customers

In recommending to customer the purchase sale or exchange of any security

Member shall have reasonable grounds for believing that the recommendation is suitable for

such customer upon the basis of the facts disclosed by such customer after reasonable inquiry by

the Member as to the customers other securities holdings and as to the customers financial

situation and needs

Member may use material refening to past recommendations if it sets forth all

recommendations as to the same type kind grade or classification of securities made by the

Member within the last year Longer periods of years may be covered if they are consecutive and

include the most recent year Such material must also name each security recommended and give

the date and nature of each recommendation e.g whether to buy or sell the price at the time of

the recommendation the price at which or the price within which the recommendation was to

be acted upon and the fact that the period was one of generally falling or rising markets if such

was the case

Interpretations and Policies

.01 Recommendations made in connection with products listed pursuant to Chapter XIV if

applicable shall comply with the provisions of above No Member shall recommend to

customer transaction in any such product unless the Member has reasonable basis for

believing at the time of making the recommendation that the customer has such knowledge and

experience in financial matters that he may reasonably be expected to be capable of evaluating

the risks of the recommended transaction and is financially able to bear the risks of the

recommended position

Rule 3.8 The Prompt Receipt and Delivery of Securities

Purchases No Member may accept customers purchase order for any security until

it has first ascertained that the customer placing the order or its agent agrees to receive securities

against payment in an amount equal to any execution even though such an execution may

represent the purchase of only part of larger order

Sales No Member shall execute sale order for any customer or for its own account

in any security unless such sale complies with the applicable provisions of the Act including

Regulation SHO
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Rule 3.9 Charges for Services Performed

Members charges if any for services performed including miscellaneous services such as

collection of moneys due for principal dividends or interest exchange or transfer of securities

appraisals safekeeping or custody of securities and other services shall be reasonable and not

unfairly discriminatory among customers

Rule 3.10 Use of Information

Member who in the capacity of payment agent transfer agent or any other similar capacity

or in any fiduciary capacity has received information as to the ownership of securities shall not

make use of such information for soliciting purchases sales or exchanges except at the request

and on behalf of the issuer

Rule 3.11 Publication of Transactions and Quotations

No Member shall report to the Exchange or publish or cause to be published any transaction as

purchase or sale of any security unless such Member believes that such transaction was bona

fide purchase or sale of such security and no Member shall purport to quote the bid or asked

price for any security unless such Member believes that such quotation represents
bona fide

bid for or offer of such security

Rule 3.12 Offers at Stated Prices

No Member shall make an offer to buy from or sell to any person any security at stated price

unless such Member is prepared to purchase or sell as the case may be at such price and under

such conditions as are stated at the time of such offer to buy or sell

Rule 3.13 Payment Designed to Influence Market Prices Other than Paid Advertising

No Member shall directly or indirectly give permit to be given or offer to give anything of

value to any person for the purpose of influencing or rewarding the action of such person in

connection with the publication or circulation in any newspaper investment service or similar

publication of any matter which has or is intended to have an effect upon the market price of

any security provided that this Rule shall not be construed to apply to matter which is clearly

identifiable as paid advertising

Rule 3.14 Disclosure on Confirmations

Member at or before the completion of each transaction with customer shall give or send to

such customer such written notification or confirmation of the transaction as is required by

Commission Rule lOb-b

Rule 3.15 Disclosure of Control

Member controlled by controlling or under common control with the issuer of any security

shall disclose to customer the existence of such control before entering into any contract with

or for such customer for the purchase or sale or such security and if such disclosure is not made
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in writing it shall be supplemented by the giving or sending of written disclosure to the

customer at or before completion of the transaction

Rule 3.16 Discretionary Accounts

No Member shall effect any purchase or sale transactions with or for any customers

account in respect of which such Member is vested with any discretionary power if such

transactions are excessive in size or frequency in view of the financial resources and character of

such account

No Member shall exercise any discretionary power in customers account unless

such customer has given prior
written authorization and the account has been accepted by the

Member as evidenced in writing by person duly designated by the Member

The Member shall approve promptly in writing each discretionary order entered and

shall review all discretionary accounts at frequent intervals in order to detect and prevent

transactions which are excessive in size or frequency in view of the financial resources and

character of the account The Member shall designate partner officer or manager in each

office including the main office to cany out the approval and review procedures

This Rule shall not apply to an order by customer for the purchase or sale of

definite amount of specified security which order gives the Member discretion only over the

time and price of execution

Rule 3.17 Customers Securities or Funds

No Member shall make improper use of customers securities or funds

Rule 3.18 Prohibition Against Guarantees

No Member shall guarantee directly or indirectly customer against loss in any securities

account of such customer carried by the Member or in any securities transaction effected by the

Member with or for such customer

Rule 3.19 Sharing in Accounts Extent Permissible

No Member shall share directly or indirectly in the profits or losses in any account of

customer carried by the Member or any other Member unless authorized by the customer or

Member carrying the account and Member shall share in the profits or losses in any account of

such customer only in direct proportion to the financial contributions made to such account by

the Member Accounts of the immediate family of any person employed by or under the control

of Member shall be exempt from this direct proportionate share limitation For purposes of this

Rule the term immediate family shall include parents mother-in-law father-in-law husband

or wife children or any other relative to whose support the person employed by or under the

control of Member contributes directly or indirectly

19



Rule 3.20 Installment or Partial Payment Sales

No Member shall take or carry any account or make transaction for any customer under

any arrangement which contemplates or provides for the purchase of any security for the account

of the customer or for the sale of any security to the customer where payment for the security is

to be made to the Member by the customer over period of time in installments or by series or

partial payments unless

in the event such Member acts as an agent or broker in such transaction the

Member promptly shall make an actual purchase of the security for the account of the customer

take possession or control of such security and maintain possession or control thereof so long as

the Member remains under an obligation to deliver the security to the customer

in the event such Member acts as principal in such transaction the Member

shall own at the time of such transaction such security and shall maintain possession or control

thereof so long as he remains under an obligation to deliver the security to the customer and

if applicable to such Member the provisions of Regulation of the Federal

Reserve Board shall be satisfied

No Member whether acting as principal or agent shall make in connection with any

transaction referred to in this Rule any agreement with his customer under which such Member

shall be allowed to pledge or hypothecate any security involved in such transaction in

contravention of Commission Rules 8c-l and 15c3-3
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CHAPTER IV BOOKS AND RECORDS

Rule 4.1 Requirements

Each Member shall make and keep books accounts records memoranda and correspondence in

conformity with Section 17 of the Act and the rules thereunder with all other applicable laws

and the rules regulations and statements of policy promulgated thereunder and with Exchange

Rules

Rule 4.2 Furnishing of Records

Eveiy Member shall furnish to the Exchange upon request and in time and manner required by

the Exchange current copies of any financial information filed with the Commission as well as

any records files or financial information pertaining to transactions executed on or through the

Exchange Further the Exchange shall be allowed access at any time to the books and records

of the Member in order to obtain or verify information related to transactions executed on or

through the Exchange or activities relating to the Exchange

Interpretations and Policies

.01 Consistent with the responsibility
of the Exchange and the Commission to provide for timely

regulatory investigations the Exchange has adopted the following general time parameters

within which Members are required to respond to Exchange requests for trading data

1st Request 10 business days

2nd Request business days

3rd Request business days

The third request letter will be sent to the Members compliance officer and/or senior officer

Notwithstanding the parameters listed above the Exchange reserves the right in its sole

discretion to require
information to be provided more quickly than described above

.02 Regulatory Data Submission Requirement Members shall submit to the Exchange such

Exchange-related order market and transaction data as the Exchange by Regulatory Circular

may specify in such form and on such schedule as the Exchange may require

Rule 4.3 Record of Written Complaints

Each Member shall keep and preserve for period of not less than five years file of all

written complaints of customers and action taken by the Member in respect thereof if any

Further for the first two years of the five-year period the Member shall keep such file in place

readily accessible to examination or spot checks

complaint shall mean any written statement of customer or any person acting on

behalf of customer alleging grievance involving the activities of Member or persons under

the control of the Member in connection with the solicitation or execution of any transaction

conducted or contemplated to be conducted through the facilities of the Exchange or the
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disposition of securities or funds of that customer which activities are related to such

transaction

Rule 4.4 Disclosure of Financial Condition

Member shall make available for inspection by customer upon request the

information relative to such Members financial condition disclosed in its most recent balance

sheet prepared either in accordance with such Members usual practice or as required by any

State or Federal securities laws or any rule or regulation thereunder Further Member shall

send to its customers the statements required by Commission Rule 7a-5c

As used in paragraph of this Rule the term customer has the same meaning as set

forth in Commission Rule 17a-5c4
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CHAPTER SUPERVISION

Rule 5.1 Written Procedures

Each Member shall establish maintain and enforce written procedures which will enable it to

supervise properly the activities of associated persons of the Member and to assure their

compliance with applicable securities laws rules regulations and statements of policy

promulgated thereunder with the rules of the designated self-regulatory organization where

appropriate and with Exchange Rules

Rule 5.2 Responsibility of Members

Final responsibility for proper supervision shall rest with the Member The Member shall

designate partner officer or manager in each office of supervisory jurisdiction including the

main office to carry out the written supervisory procedures copy of such procedures shall be

kept in each such office

Rule 5.3 Records

Each Member shall be responsible for making and keeping appropriate records for canying out

the Members supervisory procedures

Rule 5.4 Review of Activities

Each Member shall review the activities of each office which shall include the periodic

examination of customer accounts to detect and prevent irregularities or abuses

Rule 5.5 Prevention of the Misuse of Material Nonpublic Information

Each Member must establish maintain and enforce written policies and procedures

reasonably designed taking into consideration the nature of such Members business to prevent

the misuse of material non-public information by the Member or persons associated with the

Member Members for whom the Exchange is the Designated Examining Authority DEA
that are required to file SEC Form X-17A-5 with the Exchange on an annual or more frequent

basis must file contemporaneously with the submission of the calendar year end Insider Trading

and Securities Fraud Enforcement Act certifications compliance acknowledgements stating that

the procedures mandated by this Rule have been established enforced and maintained Any

Member or associated person who becomes aware of possible misuse of material non-public

information must promptly notify the Exchanges Surveillance Department For purposes of this

Rule associated person and person associated with Member means anyone who directly is

engaged in the Members trading-related activities including general partners officers directors

managers or any person occupying similar status or performing similar functions any person

directly or indirectly controlling controlled by or under common control with Member or any

employee of the Member For the purposes of this Rule the term employee includes every

person who is compensated directly or indirectly by the Member for the solicitation or handling

of business in securities including individuals trading securities for the account of the Member

whether such securities are dealt in on an exchange or are dealt over-the-counter
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For purposes of this Rule 5.5 conduct constituting the misuse of material non-public

information includes but is not limited to the following

Trading in any securities issued by corporation or in any related securities or

related options or other derivative securities while in possession of material non-public

information concerning that issuer or

Trading in security or related options or other derivative securities while in

possession of material non-public information concerning imminent transactions in the security

or related securities or

Disclosing to another person or entity any material non-public information

involving corporation whose shares are publicly traded or an imminent transaction in an

underlying security or related securities for the purpose of facilitating the possible misuse of such

material non-public information

This Rule 5.5 requires that at minimum each Member establish maintain and enforce

the following policies and procedures

All associated persons must be advised in writing of the prohibition against the

misuse of material non-public information

All associated persons must sign attestations affirming their awareness of and

agreement to abide by the aforementioned prohibitions These signed attestations must be

maintained for at least three years the first two years in an easily accessible place

Each Member must receive and retain copies of trade confirmations and monthly

account statements for each brokerage account in which an associated person has direct or

indirect financial interest or makes investment decisions The activity in such accounts should be

reviewed at least quarterly by the Member for the purpose of detecting the possible misuse of

material non-public information and

All associated persons must disclose to the Member whether they or any person

in whose account they have direct or indirect financial interest or make investment decisions

are an officer director or 10% shareholder in company whose shares are publicly traded Any

transaction in the stock or option thereon of such company shall be reviewed to determine

whether the transaction may have involved misuse of material non-public information

Maintenance of the foregoing policies and procedures will not in all cases satisfy the

requirements and intent of this Rule 5.5 the adequacy of each Members policies and procedures

will depend upon the nature of such Members business

Rule 5.6 Anti-Money Laundering Compliance Program

Each Member shall develop and implement an anti-money laundering program reasonably

designed to achieve and monitor compliance with the requirements of the Bank Secrecy Act 31
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U.S.C 5311 et seq and the implementing regulations promulgated thereunder by the

Department of the Treasury Each Members anti-money laundering program must be approved

in writing by member of its senior management

The anti-money laundering programs required by the Rule shall at minimum

establish and implement policies and procedures that can be reasonably expected

to detect and cause the reporting of transactions required under 31 U.S.C 5318g and the

implementing regulations thereunder

establish and implement policies and internal controls reasonably designed to

achieve compliance with the Bank secrecy Act and the implementing regulations thereunder

provide for independent testing for compliance to be conducted by the Members

personnel or by qualified outside party

designate and identify to the Exchange by name title mailing address e-mail

address telephone number and facsimile number person or persons responsible for

implementing and monitoring the day-to-day operations and internal controls of the program and

provide prompt notification to the Exchange regarding any change in such designations and

provide ongoing training for appropriate persons

In the event that any of the provisions of this Rule 5.6 conflict with any of the provisions of

another applicable self-regulatory organizations rule requiring the development and

implementation of an anti-money laundering compliance program the provisions of the rule of

the Members Designated Examining Authority shall apply

25



CHAPTER VI EXTENSIONS OF CREDIT

Rule 6.1 Prohibitions and Exemptions

Member shall not effect securities transaction through Exchange facilities in

manner contrary to the regulations of the Board of Governors of the Federal Reserve System

The margin which must be maintained in margin accounts of customers shall be as

follows

25% of the current market value of all securities long in the account plus

$2.50 per share or 100% of the current market value whichever amount is greater

of each stock short in the account selling at less than $5.00 per share plus

$5.00 per share or 30% of the current market value whichever amount is greater

of each stock short in the account selling at $5.00 per share or above plus

5% of the principal amount or 30% of the current market value whichever

amount is greater of each bond short in the account

Rule 6.2 Day Trading Margin

The term day trading means the purchasing and selling of the same security on the

same day day trader is any customer whose trading shows pattern of day trading

Whenever day trading occurs in customers margin account the margin to be

maintained shall be the margin on the long or short transaction whichever occurred first as

required pursuant to Exchange Rule 6.1b When day trading occurs in the account of day

trader the margin to be maintained shall be the margin on the long or short transaction

whichever occurred first as required for initial margin by Regulation of the Board of

Governors of the Federal Reserve System or as required pursuant to Exchange Rule 6.1b
whichever amount is greater

No Member shall permit public customer to make practice directly or indirectly of

effecting
transactions in cash account where the cost of securities purchased is met by the sale

of the same securities No Member shall permit public customer to make practice of selling

securities with them in cash account which are to be received against payment from another

registered broker or dealer where such securities were purchased and are not yet paid for
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CHAPTER VII SUSPENSION BY CHIEF REGULATORY OFFICER

Rule 7.1 Imposition of Suspension

Member which fails or is unable to perform any of its contracts or is insolvent or is

unable to meet the financial responsibility requirements of the Exchange shall immediately

inform the Secretary in writing of such fact Upon receipt of said notice or whenever it shall

appear to the Chief Regulatory Officer CR0 after such verification and with such

opportunity for comment by the Member as the circumstances reasonably permit that Member

has failed to perform its contracts or is insolvent or is in such financial or operational condition

or is otherwise conducting its business in such financial or operational condition or is otherwise

conducting its business in such manner that it cannot be permitted to continue in business with

safety to its customers creditors and other Members of the Exchange the CR0 may summarily

suspend the Member or may impose such conditions and restrictions upon the Member as are

reasonably necessary for the protection of investors the Exchange the creditors and the

customers of such Member

Member that does not pay any dues fees assessments charges or other amounts due to

the Exchange within 90 days after the same has become payable shall be reported to the CR0
who may after giving reasonable notice to the Member of such arrearages suspend the Member

until payment is made Should payment not be made within six months after payment is due the

Members membership may be cancelled by the Exchange

In the event of suspension of Member the Exchange shall give prompt notice of such

suspension to the Members of the Exchange Unless the CR0 shall determine that lifting
the

suspension without further proceedings is appropriate such suspension shall continue until the

Member is reinstated as provided in Rule 7.3 of this Chapter

Rule 7.2 Investigation Following Suspension

Every Member suspended under the provisions of this Chapter shall immediately make available

every facility requested by the Exchange for the investigation of its affairs and shall forthwith

file with the Secretary written statement covering all information requested including

complete list of creditors and the amount owing to each and complete list of each open long

and short security position maintained by the Member and each of its customers The foregoing

includes without limitation the furnishing of such of the Members books and records and the

giving of such sworn testimony as may be requested by the Exchange

Rule 7.3 Reinstatement

Member suspended under the provisions of this Chapter may apply for reinstatement by

petition
in accordance with and in the time provided for by the provisions of the Exchange Rules

relating to adverse action
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Rule 7.4 Failure to be Reinstated

Member suspended under the provisions of this Chapter who fails to seek or obtain

reinstatement in accordance with Rule 7.3 shall have its membership cancelled by the Exchange

in accordance with the Exchanges By-Laws

Rule 7.5 Termination of Rights by Suspension

Member suspended under the provisions of this Chapter shall be deprived during the term of

its suspension of all rights and privileges conferred to it by virtue of its membership in the

Exchange

Rule 7.6 Summary Suspension of Exchange Services

The CR0 after such verification with such opportunity for comment as the circumstances

reasonably permit may summarily limit or prohibit any person from access to services

offered by the Exchange if such person has been and is expelled or suspended from any self-

regulatory organization or barred or suspended from being associated with Member of any self-

regulatory organization or is in such financial or operating difficulty that the Exchange

determines that such person cannot be permitted to do business with safety to investors

creditors Exchange Members or the Exchange or ii person who is not Member from access

to services offered by the Exchange if such person does not meet the qualification requirements

or other pre-requisites for such access and if such person cannot be permitted to continue to have

access with safety to investors creditors Members and the Exchange Any person aggrieved by

any such summary action may seek review under the provisions of the Exchange Rules relating

to adverse action

Rule 7.7 Commission Action

The Commission may stay any summary action taken pursuant to this Chapter on its own motion

or upon application by any person aggrieved thereby made pursuant to Section 19d of the Act

and the rules thereunder
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CHAPTER VIII DISCIPLINE

Rule 8.1 Disciplinary Jurisdiction

Member or person associated with Member the Respondent who is alleged to

have violated or aided and abetted violation of any provision of the Act or the rules and

regulations promulgated thereunder or any provision of the Certificate of Incorporation By
Laws or Rules of the Exchange or any interpretation thereof or any resolution or order of the

Board or appropriate Exchange committee shall be subject to the disciplinary jurisdiction of the

Exchange under this Chapter and after notice and opportunity for hearing may be

appropriately disciplined by expulsion suspension limitation of activities functions and

operation fine censure suspension or bar from association with Member or any other fitting

sanction in accordance with the provisions of this Chapter

An individual Member responsible party or other person associated with Member may be

charged with any violation committed by employees under his/her/its supervision or by the

Member with which he/she/it is associated as though such violation were his/her/its own

Member organization may be charged with any violation committed by its employees or by any

other person who is associated with such Member organization as though such violation were its

own

Any Member or person associated with Member shall continue to be subject to the

disciplinary jurisdiction
of the Exchange following the termination of such persons membership

or association with Member with respect to matters that occurred prior to such termination

provided that written notice of the commencement of an inquiry into such matters is given by the

Exchange to such former Member or former associated person within one year of receipt by the

Exchange of the latest written notice of the termination of such persons status as Member or

person associated with Member The foregoing notice requirement does not apply to person

who at any time after termination again subj ects himself or herself to the disciplinary

jurisdiction of the Exchange by becoming Member or person associated with Member

summary suspension or other action taken pursuant to Chapter VII of the Rules of the

Exchange shall not be deemed to be disciplinary action under this Chapter and the provisions of

this chapter shall not be applicable to such action

The Exchange may contract with another self-regulatory organization to perform some or

all of the Exchanges disciplinary functions In that event the Exchange shall specify to what

extent the Rules in this Chapter VIII shall govern Exchange disciplinary actions and to what

extent the rules of the other self-regulatory organization shall govern such actions

Notwithstanding the fact that the Exchange may contract with another self-regulatory

organization to perform some or all of the Exchanges disciplinary functions the Exchange shall

retain ultimate legal responsibility for and control of such functions
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Rule 8.2 Complaint and Investigation

Initiation of Investigation

The Exchange or the designated self-regulatory organization when appropriate shall investigate

possible violations within the disciplinary jurisdiction of the Exchange which are brought to its

attention in any manner or upon order of the Board the CR0 or other Exchange officials

designated by the CR0 or upon receipt of complaint alleging such violation

Report

In every instance where an investigation has been instituted as result of complaint and in

every other instance in which an investigation results in finding that there are reasonable

grounds to believe that violation has been committed written report of the investigation shall

be submitted to the CR0 by the Exchanges staff or when appropriate by the designated self-

regulatory organization

Requirement to Furnish Information and Right to Counsel

Each Member and person associated with Member shall be obligated upon request by the

Exchange to appear and testify and to respond in writing to interrogatories and furnish

documentary materials and other information requested by the Exchange in connection with

an investigation initiated pursuant to paragraph of this Rule or ii hearing or appeal

conducted pursuant to this Chapter or preparation by the Exchange in anticipation of such

hearing or appeal No Member or person associated with Member shall impede or delay an

Exchange investigation or proceeding conducted pursuant to this Chapter nor refuse to comply

with request made by the Exchange pursuant to this paragraph Member or person associated

with Member is entitled to be represented by counsel during any such Exchange investigation

proceeding or inquiry

Notice Statement and Access

Prior to submitting its report the staff shall notify the persons who is the subj ect of the report

hereinafter Subject of the general nature of the allegations and of the specific provisions of

the Act rules and regulations promulgated thereunder or provisions of the Certificate of

Incorporation By-Laws or Rules of the Exchange or any interpretation thereof or any resolution

of the Board that appear to have been violated Except when the CR0 determines that

expeditious action is required Subject shall have 15 days from the date of the notification

described above to submit written statement to the CR0 concerning why no disciplinary action

should be taken To assist Subject in preparing such written statement he or she shall have

access to any documents and other materials in the investigative file of the Exchange that were

furnished by him or her or his or her agents

Failure to Furnish Information

Failure to furnish testimony documentary evidence or other information requested by the

Exchange in the course of an Exchange inquiry investigation hearing or appeal conducted

pursuant to this Chapter or in the course of preparation by the Exchange in anticipation of such

30



hearing or appeal on the date or within the time period the Exchange specifies shall be deemed to

be violation of this Rule 8.2

Regulatory Cooperation

No Member or person associated with Member or other person or entity subject to the

jurisdiction of the Exchange shall refuse to appear and testify before another exchange or other

self-regulatory organization in connection with regulatory investigation examination or

disciplinary proceeding or refuse to furnish testimony documentary materials or other

information or otherwise impede or delay such investigation examination or disciplinary

proceeding if the Exchange requests such testimony documentary materials or other information

in connection with an inquiry resulting from an agreement entered into by the Exchange pursuant

to subsection of this Rule The requirements of this Rule 8.2f shall apply when the

Exchange has been notified by another self-regulatory organization of the request for testimony

documentary materials or other information and the Exchange then requests in writing that

Member person associated with Member or other person or entity provide such testimony

documentary materials or other information Any person or entity required to furnish testimony

documentary materials or other information pursuant to this Rule 8.2f shall be afforded the

same rights and procedural protections as that person or entity would have if the Exchange had

initiated the request

Cooperative Agreements

The Exchange may enter into agreements with domestic and foreign self-regulatory

organizations providing for the exchange of information and other forms of mutual assistance or

for market surveillance investigative enforcement or other regulatory purposes

Videotaped Responses

In lieu of or in addition to submitting written statement concerning why no disciplinary action

should be taken as permitted by paragraph of this Rule the Subject may submit statement in

the form of videotaped response Except when the CR0 determines that expeditious action is

required the Subject shall have days from the date of the notification described in paragraph

to submit the videotaped response The Exchange will establish standards concerning the

length and format of such videotaped responses

Rule 8.3 Expedited Proceeding

Upon receipt of the notification required by Rule 8.2d Subject may seek to dispose of the

matter through letter of consent signed by the Subject If Subject desires to attempt to dispose

of the matter through letter of consent the Subject must submit to the staff within 15 days from

the date of the notification required by Rule 8.2d written notice electing to proceed in an

expedited manner pursuant to this Rule 8.3 The Subject must then endeavor to reach agreement

with the Exchanges staff upon letter of consent which is acceptable to the staff and which sets

forth stipulation of facts and findings concerning the Subjects conduct the violations

committed by the Subject and the sanctions therefor The matter can only be disposed of

through letter of consent if the staff and the Subject are able to agree upon terms of letter of

consent which are acceptable to the staff and the letter is signed by the Subject At any point in
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the negotiations regarding letter of consent either the staff may deliver to the Subject or the

Subject may deliver to the staff written declaration of an end to the negotiations On delivery of

such declaration the subject will then have 15 days to submit written statement pursuant to

Rule 8.2d and thereafter the staff may bring the matter to the CR0 If the letter of consent is

accepted by the CR0 the Exchange may adopt the letter as its decision and shall take no further

action against the Subject respecting the matters that are the subject of the letter If the letter of

consent is rejected by the CR0 the matter shall proceed as though the letter had not been

submitted Upon rejection the Subject will then have 15 days to submit written statement

pursuant to Rule 8.2d The CROs decision to accept or reject letter of consent shall be final

and Subject may not seek review thereof

Rule 8.4 Charges

Determination Not to Initiate Charges

Whenever it shall appear to the CR0 from the investigation report that no probable cause exists

for finding violation within the disciplinary jurisdiction
of the Exchange or whenever the CR0

otherwise determines that no further proceedings are warranted he or she shall issue written

statement to that effect setting
forth the reasons for such finding

Initiation of Charges

Whenever it shall appear to the CR0 that there is probable cause for finding violation within

the disciplinary jurisdiction of the Exchange and that further proceedings are warranted the CR0

shall direct the issuance of statement of charges against the Respondent specifying the acts in

which the Respondent is charged to have engaged and setting forth the specific provisions of the

Act rules and regulations promulgated thereunder By-Laws Exchange Rules interpretations or

resolutions of which such acts are in violation copy of the charges shall be served upon the

Respondent in accordance with Rule 8.12

Rule 8.5 Answer

The Respondent shall have 15 business days after service of the charges to file written answer

thereto The answer shall specifically admit or deny each allegation contained in the charges and

the Respondent shall be deemed to have admitted any allegation not specifically denied The

answer may also contain any defense which the Respondent wishes to submit and may be

accompanied by documents in support of his answer or defense In the event the Respondent fails

to file an answer within the time provided the charges shall be considered to be admitted

Rule 8.6 Hearings

Selection of Hearing Panel

Subject to Rule 8.7 concerning summary proceedings hearing on the charges shall be held

before panel of three hearing officers the Hearing Panel appointed by the Chief

Executive Officer Each Hearing Panel shall be comprised as follows professional hearing

officer who shall serve as Chairman of the Hearing Panel ii hearing officer who is an

Industry Member and iii hearing officer who is Member Representative member as such
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term is defined in the By-Laws each Hearing Officer Prospective Hearing Officers shall

be required to disclose to the Exchange their employment history for the past 10 years any past

or current material business or other financial relationships with the Exchange or any members

of the Exchange and any other information deemed relevant by the Exchange Such disclosures

relating to the particular Hearing Officers selected by the Chief Executive Officer shall be

provided to the Respondent upon request after the selection of the Hearing Panel In selecting

Hearing Officers for particular matter the Chief Executive Officer should give reasonable

consideration to the prospective Hearing Officers professional competence and reputation

experience in the securities industry familiarity with the subject matter involved the absence of

bias and any actual or perceived conflict of interest and any other relevant factors

Impartiality of Hearing Officers

When any Hearing Officer considers disciplinary matter he or she is expected to function

impartially and independently of the staff members who prepared and prosecuted the charges

Exchange counsel may assist the Hearing Panel in preparing its written recommendations or

judgments Within 15 days of the appointment of the Hearing Panel the Respondent may move

for disqualification of any Hearing Officer sitting on such Panel based upon bias or conflict of

interest Such motions shall be made in writing and state with specificity the facts and

circumstances giving rise to the alleged bias or conflict of interest The motion papers shall be

filed with the Hearing Panel and the Secretary of the Exchange The Exchange may file brief in

opposition to the Respondents motion within 15 days of service thereof The Hearing Panel

shall rule upon such motion no later than 30 days from filing by the Respondent Prior adverse

rulings against the Respondent or Respondents attorney in other matters shall not in and of

themselves constitute grounds for disqualification If the Hearing Panel believes the Respondent

has provided satisfactory evidence in support of the motion to disqualify the applicable Hearing

Officer shall remove himself or herself and request the Chief Executive Officer to reassign the

hearing to another Hearing Officer such that the Hearing Panel still meets the compositional

requirements described in Rule 8.6a If the Hearing Panel determines that the Respondents

grounds for disqualification are insufficient it shall deny the Respondents motion for

disqualification by setting forth the reasons for the denial in writing and the Hearing Panel will

precede with the hearing The ruling by the Hearing Panel on such motions shall not be subject to

interlocutory review

Notice and List of Documents

Participants shall be given at least 15 business days notice of the time and place of the hearing

and statement of the matters to be considered therein All documentary evidence intended to be

presented in the hearing by the Respondent the Exchange or the designated self-regulatory

authority must be received by the Hearing Panel at least eight days in advance of the hearing

or it may not be presented in the hearing The parties shall furnish each other with list of all

documents submitted for the record not less than four business days in advance of the

hearing and the documents themselves shall be made available to the parties for inspection and

copying
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Conduct of Hearing

The Hearing Panel shall determine all questions concerning the admissibility of evidence and

shall otherwise regulate the conduct of the hearing Formal rules of evidence shall not apply The

charges shall be presented by representative of the Exchange or the designated self-regulatory

authority who along with the Respondent may present evidence and produce witnesses who

shall testify under oath and are subject to being questioned by the Hearing Panel and opposing

parties The Respondent is entitled to be represented by counsel who may participate fully in the

hearing transcript of the hearing shall be made and shall become part of the record

Rule 8.7 Summary Proceedings

Notwithstanding the provisions of Rule 8.6 of this Chapter the CR0 may make determination

without hearing and may impose penalty as to violations which the Respondent has admitted

or charges which the Respondent has failed to answer or which otherwise are not in dispute

Notice of such summary determination specifying the violations and penalty shall be served

upon the Respondent who shall have ten 10 business days from the date of service to notify the

CR0 that he desires hearing upon all or portion of any charges not previously admitted or

upon the penalty Failure to so notify the CR0 shall constitute an admission of the violations and

acceptance of the penalty as determined by the CR0 and waiver of all rights of review If the

Respondent requests hearing the matters which are the subj ect of the hearing shall be handled

in accordance with the hearing and review procedures of this Chapter

Rule 8.8 Offers of Settlement

Submission of Offer

At any time during the course of any proceeding under this Chapter the Respondent may submit

to the CR0 written offer of settlement which shall contain proposed stipulation of facts and

shall consent to specified penalty Where the CR0 accepts an offer of settlement he or she

shall issue decision including findings and conclusions and imposing penalty consistent with

the terms of such offer Where the CR0 rejects an offer of settlement he or she shall notify the

Respondent and the matter shall proceed as if such offer had not been made and the offer and all

documents relating thereto shall not become part of the record decision of the CR0 issued

upon acceptance of an offer of settlement as well as the determination of the CR0 whether to

accept or reject such an offer shall become final 20 business days after such decision is issued

and the Respondent may not seek review thereof

Submission of Statement

Respondent may submit with an offer of settlement written statement in support of the offer

In addition if the staff will not recommend acceptance of an offer of settlement before the CR0

Respondent shall be notified and may appear before the CR0 to make an oral statement in

support of his/her offer Finally if the CR0 rejects an offer that the staff supports Respondent

may appear before the CR0 to make an oral statement concerning why he/she believes the CR0

should change his or her decision and accept Respondents offer and if Respondent makes such

appearance the staff may also appear before the CR0 to make an oral statement in support of its

34



position Respondent must make request for such an appearance within days of being

notified that the offer was rejected or that the staff will not recommend acceptance

Repeated Offers

Unless the CR0 shall otherwise order Respondent shall be entitled to submit to the CR0
maximum of two written offers of settlement in connection with the statement of charges issued

to that Respondent pursuant to Rule 8.4b

Rule 8.9 Decision

Following hearing conducted pursuant to Rule 8.6 of this Chapter the Hearing Panel shall

prepare decision in writing based solely on the record determining whether the Respondent

has committed violation and imposing the penalty if any therefor The decision shall include

statement of findings and conclusions with the reasons therefor upon all material issues

presented on the record Where penalty is imposed the decision shall include statement

specifying the acts or practices
in which the Respondent has been found to have engaged and

setting forth the specific provisions of the Act rules and regulations promulgated thereunder

By-Laws Exchange Rules interpretations or resolutions of which the acts are deemed to be in

violation The Respondent shall promptly be sent copy of the decision

Rule 8.10 Review

Petition

The Respondent shall have ten 10 days after service of notice of decision made pursuant to

Rule 8.9 of this Chapter to petition for review thereof Such petition shall be in writing and shall

specify the findings and conclusions to which exceptions are taken together with reasons for such

exceptions Any objections to decision not specified by written exception shall be considered to

have been abandoned

Conduct of Review

The review shall be conducted by the Appeals Committee of the Board Unless the Appeals

Committee shall decide to open the record for introduction of evidence or to hear argument such

review shall be based solely upon the record and the written exceptions filed by the parties The

Appeals Committees decision shall be in writing and shall be final

Review on Motion of Board

The Board may on its own initiative order review of decision made pursuant to Rule 8.7 8.8 or

8.9 of this Chapter within 20 business days after issuance of the decision Such review shall be

conducted in accordance with the procedure set forth in paragraph of this Rule

Review of Decision Not to Initiate Charges

Upon application made by the Chief Executive Officer within 30 days of decision made

pursuant to Rule 8.4a of this Chapter the Board may order review of such decision Such
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review shall be conducted in accordance with the procedures set forth in paragraph as

applicable

Rule 8.11 Effective Date of Judgment

Penalties imposed under this Chapter shall not become effective until the review process is

completed or the decision otherwise becomes final Pending effectiveness of decision imposing

penalty on the Respondent the CR0 Hearing Panel or committee of the Board as applicable

may impose such conditions and restrictions on the activities of the Respondent as he she or it

considers reasonably necessary for the protection of investors creditors and the Exchange

Interpretations
and Policies

.01 Exchange staff shall make all necessary filings concerning formal and informal disciplinary

actions required under the Act and the rules and regulations promulgated thereunder and shall

take all other actions necessary to comply with any other applicable law or regulation

The staff shall not as matter of policy issue any press release or other statement to the press

concerning any formal or informal disciplinary matter provided however that the CR0 may

recommend to the Executive Committee or Board of the Exchange that the staff issue press

release or other statement to the press If the Executive Committee or Board determines that such

press release or other statement to the press is warranted then the staff shall prepare and issue

press release or other statement to the press as the Executive Committee or Board shall direct

Except as provided in Rule 8.15a the staff shall cause details regarding all formal disciplinary

actions where final decision has been issued to be published on website maintained by the

Exchange

Rule 8.12 Miscellaneous Provisions

Service of Notice

Any charges notices or other documents may be served upon the Respondent either personally

or by leaving the same at his place of business or by deposit in the United States post office

postage prepaid by registered or certified mail addressed to the Respondent at his last known

place of business

Extension of Time Limits

Any time limits imposed under this Chapter for the submission of answers petitions or other

materials may be extended by permission of the authority at the Exchange to whom such

materials are to be submitted

Reports and Inspection of Books for Purpose of Investigating Complaints

For the purpose of any investigation or determination as to the filing of complaint or any

hearing of any complaint against any Member of the Exchange or any person associated with

Member the Exchanges staff CR0 Board or designated self-regulatory organization shall have

the right to require any Member of the Exchange to report orally or in writing with regard to
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any matter involved in any such investigation or hearing and to investigate the books

records and accounts of any such Member with relation to any matter involved in any such

investigation or hearing No Member shall refuse to make any report as required in this Rule or

refuse to permit any inspection of books records and accounts as may be validly called for under

this Rule

Rule 8.13 Costs of Proceedings

Any Member disciplined pursuant to this Chapter shall bear such part of the costs of the

proceedings as the CR0 or the Board deems fair and appropriate in the circumstances

Rule 8.14 Agency Review

Actions taken by the Exchange under this Chapter shall be subject to the review and action of

any appropriate regulatory agency under the Act

Rule 8.15 Imposition of Fines for Minor Violations of Rules

In lieu of commencing disciplinary proceeding as described in Rules 8.1 through 8.13

the Exchange may subject to the requirements set forth in this Rule impose fine not to exceed

$2500 on any Member associated person of Member or registered or non-registered

employee of Member for any violation of Rule of the Exchange which violation the

Exchange shall have determined is minor in nature For purposes of imposing fines pursuant to

Interpretation .02 of Rule 4.2 the Exchange may aggregate individual violations of particular

rules and treat such violations as single offense provided that such aggregation is based upon

comprehensive automated surveillance program In other instances the Exchange may if no

exceptional circumstances are present impose fine based upon determination that there exists

pattern or practice of violative conduct The Exchange also may aggregate similar violations

generally if the conduct was unintentional there was no injury to public investors or the

violations resulted from single systemic problem or cause that has been conected Any fine

imposed pursuant to this Rule and not contested shall not be publicly reported except as may be

required by Rule 9d- under the Act or as may be required by any other regulatory authority

In any action taken by the Exchange pursuant to this Rule the person against whom

fine is imposed shall be served as provided in Rule 8.12 with written statement signed by an

authorized officer of the Exchange setting forth the Rule or Rules alleged to have been

violated ii the act or omission constituting each such violation iii the fine imposed for each

such violation and iv the date by which such determination becomes final and such fine

becomes due and payable to the Exchange or such determination must be contested as provided

in paragraph below such date to be not less than 15 business days after the date of service of

the written statement

If the person against whom fine is imposed pursuant to this Rule pays the fine such

payment shall be deemed to be waiver by such person of such persons right to disciplinary

proceeding under Rules 8.1 through 8.13 and any review of the matter by the Appeals

Committee or by the Board
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Any person against whom fine is imposed pursuant to this Rule may contest the

Exchanges determination by filing with the Exchange not later than the date by which such

determination must be contested written response meeting the requirements of an Answer as

provided in Rule 8.5 at which point the matter shall become disciplinary proceeding subject to

the provisions of Rules 8.1 through 8.13 In any such disciplinary proceeding if the Hearing

Panel determines that the person charged is guilty of the rule violations charged the Hearing

Panel shall be free to impose any one or more disciplinary sanctions and ii determine

whether the rule violations is minor in nature The person charged and the Board of the

Exchange may require
review by the Board of any determination by the Hearing Panel by

proceeding in the manner described in Rule 8.10

The Exchange shall prepare and announce to its Members and Member organizations

from time to time listing of the Exchange Rules as to which the Exchange may impose fines as

provided in this Rule Such listing shall also indicate the specific dollar amount that may be

imposed as fine hereunder with respect to any violation of any such Rule or may indicate the

minimum and maximum dollar amounts that may be imposed by the Exchange with respect to

any such violation Nothing in this rule shall require the Exchange to impose fine pursuant to

this rule with respect to the violation of any Rule included in any such listing

Inteipretations and Policies

.01 List of Exchange Rule Violations and Recommended Fine Schedule Pursuant to Rule

8.15

Recommended Fine Schedule 8.15.0la-f

Occurrence Individual Member firm

First time fined $100 $500

Second time fined $300 $1000

Third time fined $500 $2500

Wjthjn rolling 12-month period

Rule 4.2 and Interpretations thereunder requiring the submission of

responses to Exchange requests for trading data within specified
time period

Rule 11.15 requirement to identify short sale orders as such

Rule 11.16 requirement to comply with locked and crossed market rules

Rule 2.5 Interpretation .04 Firm Element of Continuing Education Requirement

Rule 3.5 Advertising Practices
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Rule 12.11 Interpretation .01 and Exchange Act Rule 604 Failure to properly display

limit orders

Recommended Fine Amount for 8.15.01g $100 per violation

Rule 4.2 and Interpretations thereunder related to the requirement to

furnish Exchange-related order market and transaction data as well as financial or

regulatory records and information

Rule 8.16 Ex Parte Communications

Unless on notice and opportunity for all parties to participate

No Respondent or Exchange staff member shall make or knowingly

cause to be made an cx parte communication relevant to the merits of proceeding to any

Hearing Officer any member of the Board of Directors or member of committee of the Board

who is participating in decision with respect to that proceeding an Adjudicator and

No Adjudicator shall make or knowingly cause to be made to

Respondent or Exchange staff member an ex parte communication relevant to the merits of that

proceeding

An Adjudicator who receives makes or knowingly causes to be made communication

prohibited by this Rule shall place in the record of the proceeding

all such written communications

memoranda stating the substance of all such oral communications and

all written responses and memoranda stating the substance of all oral responses to all

such communications

If prohibited cx parte communication has occurred the Board of Directors or

committee thereof may take whatever action it deems appropriate in the interests of justice the

policies underlying the Act and the Exchange By-Laws and Rules including dismissal or denial

of the offending partys interest or claim All participants to proceeding may respond to any

allegations or contentions contained in prohibited cx parte
communication placed in the record

Such responses shall be placed in the record

The prohibitions of this Rule shall apply beginning with the initiation of an investigation

as provided in Rule 8.2a unless the person responsible for the communication has knowledge

that the investigation shall be initiated in which case the prohibitions shall apply beginning at

the time of his or her acquisition of such knowledge
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CHAPTER IX ARBITRATION

Rule 9.1 Code of Arbitration

The 12000 and 13000 Series of FINRAsNASD Manual the FIINRA Code of Arbitration

Procedure for Customer and Industry Disputes respectively FINRA Code of Arbitration as

the same may be in effect from time to time shall govern Exchange arbitrations except as may

be specified in this Chapter TX For purposes of Exchange arbitrations defined terms used in

this Chapter IX and not otherwise defined herein shall have the same meaning as those

prescribed in the FINRA Code of Arbitration and procedures contained in the FINRA Code of

Arbitration shall have the same application as toward Exchange arbitrations

Rule 9.2 Jurisdiction

This Chapter applies to the arbitration of any dispute claim or controversy arising out of or in

connection with the Exchange business of Member or associated person of Member

Rule 9.3 Predispute Arbitration Agreements

Any predispute arbitration clause shall be highlighted and shall be immediately preceded

by the following language in outline form

This agreement contains predispute arbitration clause By signing an arbitration agreement the

parties agree as follows

All parties to this agreement are giving up the right to sue each other in court

including the right to trial by jury except as provided by the rules of the arbitration forum in

which claim is filed

Arbitration awards are generally final and binding partys ability to have

court reverse or modify an arbitration award is very limited

The ability of the parties to obtain documents witness statements and other

discovery is generally more limited in arbitration than in court proceedings

The arbitrators do not have to explain the reasons for their award

The panel of arbitrators will typically include minority of arbitrators who were

or are affiliated with the securities industry

The rules of some arbitration forums may impose time limits for bringing claim

in arbitration In some cases claim that is ineligible
for arbitration may be brought in court

The rules of the arbitration forum in which the claim is filed and any

amendments thereto shall be incorporated into this agreement

In any agreement containing predispute arbitration agreement there shall be

highlighted statement immediately preceding any signature line or other place for indicating
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agreement that states that the agreement contains predispute arbitration clause The statement

shall also indicate at what page and paragraph the arbitration clause is located

Within thirty days of signing copy of the agreement containing any such clause shall be

given to the customer who shall acknowledge receipt thereof on the agreement or on separate

document

Member shall provide customer with copy of any predispute arbitration clause or

customer agreement executed between the customer and the Member or inform the customer

that the Member does not have copy thereof within ten business days of receipt of the

customers request If customer requests such copy before the Member has provided the

customer with copy pursuant to subparagraph above the Member must provide copy to

the customer by the earlier date required by this subparagraph or by subparagraph

Upon request by customer Member shall provide the customer with the names of and

information on how to contact or obtain the rules of all arbitration forums in which claim may

be filed under the agreement

No predispute arbitration agreement shall include any condition that

limits or contradicts the rules of any self-regulatory organization

limits the ability of party to file any claim in arbitration

limits the ability of party to file any claim in court permitted to be

filed in court under the rules of the forums in which claim may be filed under the agreement or

limits the ability of arbitrators to make any award

If customer files complaint in court against Member that contains claims that are

subject to arbitration pursuant to predispute arbitration agreement between the Member and the

customer the Member may seek to compel arbitration of the claims that are subject to

arbitration If the Member seeks to compel arbitration of such claims the Member must agree to

arbitrate all of the claims contained in the complaint if the customer so requests

All agreements shall include statement that No person shall bring putative or

certified class action to arbitration nor seek to enforce any pre-dispute arbitration agreement

against any person who has initiated in court putative class action or who is member of

putative
class who has not opted out of the class with respect to any claims encompassed by the

putative class action until the class certification is denied or ii the class is decertified or

iii the customer is excluded from the class by the court Such forbearance to enforce an

agreement to arbitrate shall not constitute waiver of any rights under this agreement except to

the extent stated herein

Rule 9.4 Referrals

If any matter comes to the attention of an arbitrator during and in connection with the arbitrators

participation
in proceeding either from the record of the proceeding or from material or

41



communications related to the proceeding that the arbitrator has reason to believe may constitute

violation of the Exchanges Rules or the federal securities laws the arbitrator may initiate

referral of the matter to the Exchange for disciplinary investigation provided however that any

such referral should only be initiated by an arbitrator after the matter before him has been settled

or otherwise disposed of or after an award finally disposing of the matter has been rendered

pursuant to Rule 12904 or 13904 as applicable of the FINRA Code of Arbitration

Rule 9.5 Payment of Awards

Any Member or person associated with Member who fails to honor an award of arbitrators

appointed in accordance with the Rules in this Chapter IX or fails to comply with written and

executed settlement agreement shall be subject to disciplinary proceedings in accordance with

Chapter VIII Discipline

Rule 9.6 Non-Waiver of Exchanges Right

The submission of any matter to arbitration under this Chapter IX shall in no way limit or

preclude any right action or determination by the Exchange which it would otherwise be

authorized to adopt administer or enforce
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CHAPTER ADVERSE ACTION

Rule 10.1 Scope of Chapter

This Chapter provides the procedure for persons who are or are about to be aggrieved by adverse

action including but not limited to those persons who have been denied membership in the

Exchange barred from becoming associated with Member or prohibited or limited with

respect to Exchange services pursuant to the By-Laws or the Rules of the Exchange other than

disciplinary action for which review is provided in Chapter VIII and other than an arbitration

award from which there is no Exchange review to apply for an opportunity to be heard and to

have the complained of action reviewed

Rule 10.2 Submission and Time Limitation on Application to Exchange

person who is or will be aggrieved by any action of the Exchange within the scope of this

Chapter and who desires to have an opportunity to be heard with respect to such action shall file

written application with the Exchange within 15 business days after being notified of such

action The application shall state the action complained of and the specific reasons why the

applicant takes exception to such action and the relief sought In addition if the applicant intends

to submit any additional documents statements arguments or other material in support of the

application the same should be so stated and identified

Rule 10.3 Procedure Following Applications for Hearing

Appeals Committee

Applications for hearing and reviewing shall be referred promptly by the Exchange to the

Appeals Committee record of the proceedings shall be kept

Documents

The Appeals Committee will set hearing date and shall be furnished with all materials relevant

to the proceedings at least 72 hours prior to the date of the hearing Each party shall have the

right to inspect and copy the other partys materials prior to the hearing Hearings shall be held

promptly particularly
in the case of summary suspension pursuant to Chapter VII of these

Rules

Rule 10.4 Hearing and Decision

Participants

The parties to the hearing shall consist of the applicant and representative of the Exchange who

shall present the reasons for the action taken by the Exchange which allegedly aggrieved the

applicant
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Counsel

The applicant is entitled to be accompanied represented and advised by counsel at all
stages

of

the proceedings

Conduct of Hearing

The Appeals Committee shall determine all questions concerning the admissibility of evidence

and shall otherwise regulate the conduct of the hearing Each of the parties shall be permitted to

make an opening statement present witnesses and documentary evidence cross-examine

opposing witnesses and present closing arguments orally or in writing as determined by the

panel The Appeals Committee also shall have the right to question all parties and witnesses to

the proceeding and record shall be kept The formal rules of evidence shall not apply

Decision

The decision of the Appeals Committee shall be made in writing and shall be sent to the parties

to the proceeding Such decisions shall contain the reasons supporting the conclusions of the

panel

Rule 10.5 Review

Petition

The decision of the Appeals Committee shall be subject to review by the Board either on its own

motion within 20 business days after issuance of the decision or upon written request submitted

by the applicant below or by the CR0 of the Exchange within 15 business days after issuance

of the decision Such petition shall be in writing and shall specify the findings and conclusions to

which exceptions are taken together with the reasons for such exceptions Any objection to

decision not specified by written exception shall be considered to have been abandoned and may

be disregarded Parties may petition to submit written argument to the Board and may request

an opportunity to make an oral argument before the Board The Board shall have sole discretion

to grant or deny either request

Conduct of Review

The review shall be conducted by the Board The review shall be made upon the record and shall

be made after such further proceedings if any as the Board may order Based upon such record

the Board may affirm reverse or modify in whole or in part the decision below The decision of

the Board shall be in writing shall be sent to the parties to the proceeding and shall be final

Rule 10.6 Miscellaneous Provisions

Service of Notice

Any notices or other documents may be served upon the applicant either personally or by leaving

the same at his place of business or by deposit in the United States post office postage prepaid
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by registered or certified mail addressed to the applicant at his last known business or residence

address

Extension of Time Limits

Any time limits imposed under this Chapter for the submission of answers petitions or other

materials may be extended by permission of the Exchange All papers and documents relating to

review by the Appeals Committee or the Board must be submitted to the Exchange

Rule 10.7 Agency Review

Actions taken by the Exchange under this Chapter shall be subject to the review and action of

any appropriate regulatory agency under the Act
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CHAPTER XI TRADING RULES

Rule 11.1 Hours of Trading and Trading Days

Orders may be entered on the Exchange executed on the Exchange or routed away from

the Exchange during Regular Trading Hours the Pre-Opening Session and the Post-Closing

Session

The Exchange will be open for the transaction of business on business days The

Exchange will not be open for business on the following holidays New Years Day Dr Martin

Luther King Jr Day Presidents Day Good Friday Memorial Day Independence Day Labor

Day Thanksgiving Day or Christmas When any holiday observed by the Exchange falls on

Saturday the Exchange will not be open for business on the preceding Friday When any holiday

observed by the Exchange falls on Sunday the Exchange will not be open for business on the

following Monday unless otherwise indicated by the Exchange

The Chief Executive Officer of the Exchange shall have the power to halt suspend

trading in any and all securities traded on the Exchange to close some or all Exchange facilities

and to determine the duration of any such halt suspension or closing when he deems such

action necessary for the maintenance of fair and orderly markets the protection of investors or

otherwise in the public interest including special circumstances such as actual or threatened

physical danger severe climatic conditions civil unrest terrorism acts of war or loss or

interruption of facilities utilized by the Exchange request by governmental agency or

official or period of mourning or recognition for person or event No such action shall

continue longer than period of two days or as soon thereafter as quorum of Directors can be

assembled unless the Board approves the continuation of such suspension

Rule 11 .2 Securities Eligible for Trading

The Exchange shall designate securities for trading Any class of securities listed or admitted to

unlisted trading privileges on the Exchange pursuant to Chapter XIV of these Rules shall be eligible

to become designated for trading on the Exchange All securities designated for trading are eligible

for odd-lot round-lot and mixed-lot executions unless otherwise indicated by the Exchange or

limited pursuant to these Rules

Rule 11.3 Access

General The System shall be available for entry and execution of orders by Users with

authorized access To obtain authorized access to the System each User must enter into User

Agreement with the Exchange in such form as the Exchange may provide User Agreement

Sponsored Participants Sponsored Participant may obtain authorized access to the

System only if such access is authorized in advance by one or more Sponsoring Members as

follows

Sponsored Participants must enter into and maintain customer agreements with

one or more Sponsoring Members establishing proper relationships and accounts through
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which the Sponsored Participant may trade on the System Such customer agreements must

incorporate the Sponsorship Provisions set forth in paragraph below

For Sponsored Participant to obtain and maintain authorized access to the

System Sponsored Participant and its Sponsoring Member must agree in writing to the

following Sponsorship Provisions

Sponsored Participant and its Sponsoring Member must have entered into

and maintained User Agreement with the Exchange

Sponsoring Member acknowledges and agrees that

All orders entered by the Sponsored Participants and any person

acting on behalf of or in the name of such Sponsored Participant and any

executions occurring as result of such orders are binding in all respects on the

Sponsoring Member and

ii Sponsoring Member is responsible for any and all actions taken by

such Sponsored Participant and any person acting on behalf of or in the name of

such Sponsored Participant

Sponsoring Member shall comply with the Exchanges Certificate of

Incorporation By-Laws Rules and procedures and Sponsored Participant shall comply

with the Exchanges Certificate of Incorporation By-Laws Rules and procedures as if

Sponsored Participant were Member

Sponsored Participant shall maintain keep current and provide to the

Sponsoring Member and to the Exchange upon request list of Authorized Traders who

may obtain access to the System on behalf of the Sponsored Participant Sponsored

Participant shall be subject to the obligations of Rule 11.4 with respect to such

Authorized Traders

Sponsored Participant shall familiarize its Authorized Traders with all of

the Sponsored Participants obligations under this Rule and will assure that they receive

appropriate training prior to any use or access to the System

Sponsored Participant may not permit anyone other than Authorized

Traders to use or obtain access to the System

Sponsored Participant shall take reasonable security precautions to prevent

unauthorized use or access to the System including unauthorized entry of information

into the System or the information and data made available therein Sponsored

Participant understands and agrees that Sponsored Participant is responsible for any and

all orders trades and other messages and instructions entered transmitted or received

under identifiers passwords and security codes of Authorized Traders and for the trading

and other consequences thereof
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Sponsored Participant acknowledges its responsibility to establish

adequate procedures and controls that permit it to effectively monitor its employees

agents and customers use and access to the System for compliance with the terms of

this agreement

Sponsored Participant shall pay when due all amounts if any payable to

Sponsoring Member the Exchange or any other third parties that arise from the

Sponsored Participants access to and use of the System Such amounts include but are

not limited to applicable exchange and regulatory fees

The Sponsoring Member must provide the Exchange with written statement in

form and substance acceptable to the Exchange identifying each Sponsored Participant by name

and acknowledging its responsibility for the orders executions and actions of such Sponsored

Participant

Rule 11.4 Authorized Traders

Member shall maintain list of ATs who may obtain access to the System on behalf of

the Member or the Members Sponsored Participants The Member shall update the list of ATs

as necessary Members must provide the list of ATs to the Exchange upon request

Member must have reasonable procedures to ensure that all ATs comply with all

Exchange Rules and all other procedures related to the System

Member must suspend or withdraw persons status as an AT if the Exchange has

determined that the person has caused the Member to fail to comply with the Rules of the

Exchange and the Exchange has directed the Member to suspend or withdraw the persons status

as an AT

Member must have reasonable procedures to ensure that the ATs maintain the physical

security of the equipment for accessing the facilities of the Exchange to prevent the improper use

or access to the systems including unauthorized entry of information into the systems

To be eligible for registration as an AT of Member person must successfully complete the

General Securities Representative Examination Series and any other training and/or certification

programs as may be required by the Exchange

Rule 11.5 Orders and Modifiers

Users may enter into the System the types
of orders listed in this Rule 11.5 subject to the limitations

set forth in this Rule or elsewhere in these Rules

General Order Types

Limit Order An order to buy or sell stated amount of security at specified

price or better marketable limit order is limit order to buy sell at or above below the

lowest highest Protected Offer Bid for the security
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Market Order An order to buy or sell stated amount of security that is to be

executed at the NBBO when the order reaches the Exchange Market orders shall not trade through

Protected Quotations market order that is designated as EDGA Only will be cancelled if when

reaching the Exchange it cannot be executed on the System in accordance with Rule ll.9bl
Market orders that are not designated as EDGA Only and that cannot be executed in accordance

with Rule l.9bl on the System when reaching the Exchange will be eligible for routing away

pursuant to Rule 11 .9b2

Time-in-Force Limit orders must have one of the following time-in-force terms

Immediate-or-Cancel bCOrder limit order that is to be executed in whole

or in part as soon as such order is received and the portion not so executed is to be treated as

cancelled

Day Order limit order to buy or sell which if not executed expires at the end

of Regular Trading Hours Any Day Order entered into the System before the opening of Regular

Trading Hours as determined pursuant to Rule 11 .1 will be placed in pending state and

activated for potential
execution upon the opening of Regular Trading Hours Any Day Order

entered into the System after the closing of Regular Trading Hours will be rejected except to the

extent marked as eligible to trade outside of Regular Trading Hours

Fill-or-Kill Order fill-or-kill order is limit order that is to be executed in its

entirety as soon as it is received and if not so executed cancelled

Good til Cancel GTC Order limit order to buy or sell which if not

executed will be cancelled by the close of the Post-Closing Session

Good til Day GTD Order limit order to buy or sell which if not executed

will be cancelled by the expiration time assigned to the order

Other Types of Orders and Order ModfIers Unless an orders instructions require it

to be displayed on the Exchange or routed to an away trading centers an order may include

instructions to be non displayed All order types and modifiers listed below except for those set

forth in Rules 11 .5c2 9-l may also include instructions to be non displayed

Reserve Order limit order with portion of the quantity displayed display

quantity and with reserve portion of the quantity reserve quantity that is not displayed

Odd Lot Order An order to buy or sell an odd lot Odd Lot Orders are only

eligible to be Protected Quotations if aggregated to form round lot

Mixed Lot Order An order to buy or sell mixed lot Odd lot portions of Mixed

Lot Orders are only eligible to be Protected Quotations if aggregated to form round lot

EDGA Only Order An order that is to be ranked and executed on the Exchange

pursuant to Rule 11.8 and Rule 11 .9bl or cancelled without routing away to another trading

center An EDGA Only Order that at the time of entry would cross Protected Quotation will

be repriced to the locking price and ranked at such price
in the EDGA Book An EDGA Only
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Order that if at the time of entry would create violation of Rule 610d of Regulation NMS by

locking or crossing Protected Quotation will be displayed by the System at one minimum price

variation below the current NBO for bids or to one minimum price variation above the current

NBB for offers collectively the displayed price sliding process In the event the NBBO

changes such that the EDGA Only Order at the original locking price would not lock or cross

Protected Quotation the order will receive new timestamp and will be displayed at the original

locking price The System will default to the displayed price sliding process for an EDGA Only

Order unless the User has entered instructions not to use the displayed price sliding process

Post Only Order An order that is to be ranked and executed on the Exchange

pursuant to Rule 11.8 and Rule l.9b1 or cancelled as appropriate without routing away to

another trading center except that the order will not remove liquidity from the EDGA Book

absent an order instruction to the contrary EDGA Post Only Order will be subject to the

displayed price sliding process unless User has entered instructions not to use the displayed

price sliding process as set forth in paragraph c4 above

Pegged Order limit order whose price is automatically adjusted by the System

in response to changes in the NBBO User entering Pegged Order can specify that orders

price will either be at or inferior to the NBBO by an amount set by the User If Pegged Order

displayed on the Exchange would lock the market the price
of the order will be automatically

adjusted by the System to one minimum price variation below the current NBO for bids or to

one minimum price variation above the current NBB for offers new timestamp is created

for the order each time it is automatically adjusted Pegged Orders are not eligible for routing

pursuant to Rule 11 .9b2

Mid-Point Peg Order limit order whose price
is automatically adjusted by the

System in response to changes in the NBBO to be pegged to the midpoint of the NBBO new

timestamp is created for the order each time it is automatically adjusted Mid-Point Peg Orders

are not eligible for routing pursuant to Rule 11 .9b2 and are not displayed on the Exchange

Non-Displayed Order market or limit order that is not displayed on the

Exchange Non-Displayed Order is ranked based on the specified limit price and time of order

entry in accordance with Rule 11 .8a2 and is available for potential
execution against

incoming marketable orders in accordance with Rule 1.9b1A-B The System shall not

accept Non-Displayed Order that is priced better than midpoint of the NBBO

Destination SpecIc Order market or limit order that instructs the System to

route the order to specified away trading center or centers after exposing the order to the

EDGA Book Destination Specific Orders that are not executed in full after routing away are

processed by the Exchange as described below in Rule 11.9b1 save where the User has

provided instructions that the order reside on the book of the relevant away trading center

10 Destination-on-Open Order market or limit order that instructs the System to

route the order to specified away trading center to participate in said trading centers opening

process without being processed by the System as described below in Rule 11 .9b1 and

which after participating in such opening process will be returned to the EDGA Book for

execution and/or display to the extent unfilled
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11 Step-up Order market or limit order with the instruction that the System

display the order to Users at or within the NBBO price pursuant to Rule 11 .9b1C

12 Stop Order stop order is an order that becomes market order when the stop

price is elected stop order to buy is elected when the security trades at or above the specified

stop price stop order to sell is elected when the security trades on the Exchange at or below

the specified stop price

13 Stop Limit Order stop
limit order is an order that becomes limit order when

the stop price is elected stop limit order to buy is elected when the security trades at or above

the specified stop price stop limit order to sell becomes sell limit order when the security

trades at or below the specified stop price

14 Discretionary Order Orders to buy or sell stated amount of security at

specified undisplayed price the discretionary price as well as at specified displayed price

displayed price

Intermarket Sweep Orders

The System will accept incoming Intermarket Sweep Orders ISO as such

term is defined in Regulation NMS In order to be eligible for treatment as an Intermarket

Sweep Order the limit order must be marked ISO and the User entering the order must

simultaneously route one or more additional limit orders marked ISO as necessary to away

markets to execute against the full displayed size of any Protected Quotation for the security with

price that is superior to the limit price of the Intermarket Sweep Order entered in the System

Such orders if they meet the requirements of the foregoing sentence may be executed at one or

multiple price levels in the System without regard to Protected Quotations at away markets

consistent with Regulation NMS i.e may trade through such quotations The Exchange relies

on the marking of an order as an ISO order when handling such order and thus it is the entering

Members responsibility not the Exchanges responsibility to comply with the requirements of

Regulation NMS relating to Intermarket Sweep Orders ISOs are not eligible
for routing pursuant

to Rule 1.9b2

The term Directed Intermarket Sweep Order Directed ISO shall mean for any

order so designated an ISO entered by User that bypasses the System and is immediately routed by

the Exchange to an away trading center specified by the User for execution It is the entering

Members responsibility not the Exchanges responsibility to comply with the requirements of

Regulation NMS relating to Intermarket Sweep Orders

Cancel/Replace Messages User may by appropriate entry in the System cancel or

replace an existing order entered by the User subject to the following limitations

Orders may only be cancelled or replaced if the order has time-in-force term

other than TOC and if the order has not yet been executed
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If an order has been routed to another trading center the order will be placed in

Pending state until the routing process is completed Executions that are completed when the

order is in the Pending state will be processed normally

Only the price and quantity terms of the order may be changed by Replace

Message including changing limit order to market order If User desires to change any

other terms of an existing order the existing order must be cancelled and new order must be

entered

Notwithstanding anything to the contrary in these Exchange Rules no

cancellation or replacement of an order will be effective until such message has been received

and processed by the System

Rule 11.6 Units of Trading

One hundred 100 shares shall constitute round lot any amount less than 100 shares shall

constitute an odd lot and any amount greater than 100 shares that is not multiple of round lot

shall constitute mixed lot

Rule 11.7 Price Variations

Bids offers orders or indications of interests in securities traded on the Exchange shall

not be made in an increment smaller than

$0.01 if those bids offers or indications of interests are priced equal to or greater

than $1.00 per share or

$0.000l if those bids offers or indications of interests are priced less than $1.00

per share and the security is an NMS stock pursuant to Commission Rule 600b46 and is

trading on the Exchange or

Any other increment established by the Commission for any security which has been

granted an exemption from the minimum price increments requirements of Commission Rule 612a
or 12b

Rule 11.8 Priority of Orders

Ranking Orders of Users shall be ranked and maintained in the EDGA Book based on

the following priority

The highest-priced order to buy or lowest-priced order to sell shall have priority

over all other orders to buy or orders to sell in all cases

Subject to the Execution Process described below where orders to buy or sell

are made at the same price the order clearly established as the first entered into the System at

such particular price shall have precedence at that price up to the number of shares of stock

specified in the order The System shall execute equally priced trading interest within the System

in time priority in the following order
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Displayed size of limit orders

Non-displayed limit orders and the reserve quantity of Reserve Orders

and

Discretionary range of Discretionary Orders as set forth in Rule

11 .5c14

Market participants may direct that orders entered into the System not execute

against orders entered under the same MPID In such case the System will not permit such

orders to execute against one another regardless of priority ranking

In the event an order has been cancelled or replaced in accordance with Rule

11.5e above such order only retains priority
if such modification involves decrease in the

size of the order Any other modification to an order including an increase in the size of the

order and/or price change will result in such order losing priority as compared to other orders in

the EDGA Book and the timestamp for such order being revised to reflect the time of the

modification

In the event that less than the full size of an order is executed the unexecuted size of

the order shall retain priority at the same limit price in accordance with paragraphs and

above

The displayed quantity of Reserve Order shall have time priority as of the time of

display If the displayed quantity of the Reserve Order is decremented such that 99 shares or

fewer would be displayed the displayed portion of the Reserve Order shall be refreshed for

the original displayed quantity or ii the entire reserve quantity if the remaining reserve

quantity is smaller than the original displayed quantity new timestamp is created both for the

refreshed and reserved portion of the order each time it is refreshed from reserve

Dissemination The best-ranked orders to buy and the best-ranked orders to sell

that are displayable in the EDGA Book and the aggregate displayed size of such orders

associated with such prices shall be collected and made available to quotation vendors for

dissemination pursuant to the requirements of Rule 602 of Regulation NMS

Rule 11.9 Order Execution

Subject to the restrictions on short sales under these Exchange Rules or the Act and the rules

and regulations thereunder orders shall be matched for execution in accordance with this Rule 11.9

For any execution to occur during Regular Trading Hours however the price must be equal to or

better than the Protected NBBO unless the order is marked ISO or unless the execution falls within

another exception set forth in Rule 611b of Regulation NMS For any execution to occur during

Pre-Opening Session Hours the price must be equal to or better than the highest bid or lowest offer

For purposes of this Rule 11.9 any order falling within the parameters of this paragraph shall be

referred to as executable

Execution and Routing
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Execution against EDGA Book An incoming order shall first attempt to be

matched for execution against orders in the EDGA Book

An incoming order to buy will be automatically executed to the extent that

it is priced at an amount that equals or exceeds any order to sell in the EDGA Book and is

executable Such order to buy shall be executed at the prices of the lowest orders to

sell having priority in the EDGA Book

An incoming order to sell will be automatically executed to the extent that

it is priced at an amount that equals or is less than any other order to buy in the EDGA

Book and is executable Such order to sell shall be executed at the prices of the highest

orders to buy having priority in the EDGA Book

Prior to routing to away Trading Centers pursuant to Rule 11 .9b2 or

cancellation per the order instruction Step-up Orders shall be displayed to Users in

manner that is separately identifiable from other Exchange orders at or within the NBBO

price for period of time not to exceed five hundred milliseconds as determined by the

Exchange

Routing to Away Trading Centers Unless the terms of the order direct the

Exchange not to route such order away e.g EDGA Only Order if market or marketable

limit order has not been executed in its entirety pursuant to paragraph b1 above the order

shall be eligible for routing away as follows

Routing of Market Orders The System will designate market orders as

IOC or ISO and will cause such orders to be routed for execution to one or more Trading

Centers as defined in Rule 2.11 for potential execution per the entering Users

instructions in compliance with Rule 611 under Regulation NMS After the System

receives responses to orders that were routed away to the extent an order is not executed

in full through the routing process the System will process the balance of such order as

follows Depending on parameters set by the User when the incoming order was

originally entered the System will either process the unfilled balance of an order as

EDGA Only Order pursuant to Rule 11 .5c4 or ii repeat the process described in

paragraph b1 above and this paragraph b2A by executing against
the EDGA

Book and/or routing orders to other market centers until the original incoming order is

executed in its entirety

Routing of Marketable Limit Orders The System will designate

marketable limit orders as IOC or ISO and will cause such orders to be routed for

execution to one or more Trading Centers as defined in Rule 2.11 for potential

execution per the entering Users instructions in compliance with Rule 611 under

Regulation NMS After the System receives responses to orders that were routed away to

the extent an order is not executed in full through the routing process the System will

process the balance of such order as follows Depending on parameters set by the User

when the incoming order was originally entered the System will either process the

unfilled balance of an order as EDGA Only Order pursuant to Rule 11 .5c4 or ii

repeat the process described in paragraph b1 above and this paragraph b2B by
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executing against the EDGA Book and/or routing orders to other market centers until the

original incoming order is executed in its entirety or its limit price is reached If the

orders limit price is reached the order will be posted in the EDGA Book

Priority of Routed Orders Orders sent by the System to Trading Centers do not retain

time priority with respect to other orders in the System and the System shall continue to execute

other orders while routed orders are away at another Trading Center Once routed by the System

an order becomes subject to the rules and procedures of the destination market including but not

limited to short-sale regulation and order cancellation Requests from Users to cancel their

orders while the order is routed away to another trading center and remains outside the System

shall be processed subject to the applicable trading rules of the relevant trading center If

routed order is subsequently returned in whole or in part that order or its remainder shall

receive new timestamp reflecting the time of its return to the System Following the routing

process described above unless the terms of the order direct otherwise any unfilled portion of

the order originally entered into the System shall be ranked in the EDGA Book in accordance

with the terms of such order under Rule 11.8 and such order shall be eligible for execution under

this Rule 11.9

Display ofAutornated Quotations The System will be operated as an automated market

center within the meaning of Regulation NMS and in furtherance thereof will display

automated quotations within the meaning of Regulation NMS at all times except in the event

that systems malfunction renders the System incapable of displaying automated quotations

The Exchange shall communicate to Users its procedures concerning change from automated

to manual quotations as defined in Regulation NMS

Self-Help The Exchange intends to take advantage of the self-help provisions of

Regulation NMS Pursuant to the self-help provisions the System may execute transaction that

would constitute trade-through of Protected Quotation displayed on another trading center if

such trading center is experiencing failure material delay or malfunction of its systems or

equipment If another trading center publishing Protected Quotation repeatedly fails to respond

within one second to orders sent by the System to access the trading centers Protected

Quotation the System may disregard those Protected Quotations when routing displaying

canceling or executing orders on the Exchange When invoking self-help the Exchange will

Notify the non-responding trading center immediately after or at the same time

as electing self-help and

Assess whether the cause of the problem lies with the System and if so taking

immediate steps to resolve the problem instead of invoking self-help

Rule 11.10 Trade Execution and Reporting

Executions occurring as result of orders matched against the EDGA Book shall be

reported by the Exchange to an appropriate consolidated transaction reporting system to the

extent required by the Act and the rules and regulations thereunder Executions occurring as

result of orders routed away from the System shall be reported to an appropriate consolidated
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transaction reporting system by the relevant reporting trading center The Exchange shall

promptly notify Users of all executions of their orders as soon as such executions take place

The Exchange shall identify all trades executed pursuant to an exception or exemption

from Rule 611 of Regulation NMS in accordance with specifications approved by the operating

committee of the relevant national market system plan for an NMS stock If trade is executed

pursuant to both the intermarket sweep order exception of Rule 611 b5 of Regulation NMS
and the self-help exception of Rule 61 1b1 of Regulation NMS such trade shall be identified

as executed pursuant to the intermarket sweep order exception

Rule 11.11 Clearance and Settlement Anonymity

Each Member must either be member of Qualified Clearing Agency or clear

transactions executed on the Exchange through another Member that is member of Qualified

Clearing Agency If Member clears transactions through another Member that is member of

Qualified Clearing Agency clearing member such clearing member shall affirm to the

Exchange in writing through letter of authorization letter of guarantee or other agreement

acceptable to the Exchange its agreement to assume responsibility for clearing and settling any

and all trades executed by the Member designating it as its clearing firm The rules of any such

clearing agency shall govern with respect to the clearance and settlement of any transactions

executed by the Member on the Exchange

Each transaction executed within the System is executed on locked-in basis and shall be

automatically processed for clearance and settlement

The transaction reports produced by the System will indicate the details of transactions

executed in the System but shall not reveal contra party identities Except as set forth in

paragraph below transactions executed in the System will also be cleared and settled

anonymously

Except as required by any Qualified Clearing Agency the Exchange will reveal the

identity of Member or Members clearing firm in the following circumstances

for regulatory purposes or to comply with an order of court or arbitrator or

when Qualified Clearing Agency ceases to act for Member or the Members

clearing firm and determines not to guarantee the settlement of the Members trades

Rule 11.12 LIMITATION OF LIABILITY

NEITHER THE EXCHANGE NOR ITS AGENTS EMPLOYEES CONTRACTORS

OFFICERS DIRECTORS SHAREHOLDERS COMMITTEE MEMBERS OR AFFILIATES

EXCHANGE RELATED PERSONS SHALL BE LIABLE TO ANY USER OR MEMBER
OR SUCCESSORS REPRESENTATIVES OR CUSTOMERS THEREOF OR ANY

PERSONS ASSOCIATED THEREWITH FOR ANY LOSS DAMAGES CLAIM OR

EXPENSE
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GROWING OUT OF THE USE OR ENJOYMENT OF ANY FACILITY OF

THE EXCHANGE INCLUDING WITHOUT LIMITATION THE SYSTEM OR

ARISING FROM OR OCCASIONED BY ANY INACCURACY ERROR OR

DELAY IN OR OMISSION OF OR FROM THE COLLECTION CALCULATION

COMPILATION MAINTENANCE REPORTING OR DISSEMINATION OF ANY
INFORMATION DERIVED FROM THE SYSTEM OR ANY OTHER FACILITY OF THE

EXCHANGE RESULTING EITHER FROM ANY ACT OR OMISSION BY THE

EXCHANGE OR ANY EXCHANGE RELATED PERSON OR FROM ANY ACT

CONDITION OR CAUSE BEYOND THE REASONABLE CONTROL OF THE EXCHANGE

OR ANY EXCHANGE RELATED PERSON INCLUDING BUT NOT LIMITED TO
FLOOD EXTRAORDINARY WEATHER CONDITIONS EARTHQUAKE OR OTHER

ACTS OF GOD FIRE WAR TERRORISM INSURRECTION RIOT LABOR DISPUTE

ACCIDENT ACTION OF GOVERNMENT COMMUNICATIONS OR POWER FAILURE

OR EQUIPMENT OR SOFTWARE MALFUNCTION

EACH MEMBER EXPRESSLY AGREES IN CONSIDERATION OF THE

ISSUANCE OF ITS MEMBERSHIP IN THE EXCHANGE TO RELEASE AND
DISCHARGE THE EXCHANGE AND ALL EXCHANGE RELATED PERSONS OF AND

FROM ALL CLAIMS AND DAMAGES ARISING FROM THEIR ACCEPTANCE AND USE

OF THE FACILITIES OF THE EXCHANGE INCLUDING WITHOUT LIMITATION THE

SYSTEM

NEITHER THE EXCHANGE NOR ANY EXCHANGE RELATED PERSON MAKES

ANY EXPRESS OR IMPLIED WARRANTIES OR CONDITIONS TO USERS AS TO

RESULTS THAT ANY PERSON OR PARTY MAY OBTAIN FROM THE SYSTEM FOR

TRADING OR FOR ANY OTHER PURPOSE AND ALL WARRANTIES OF

MERCHANTABILITY OR FITNESS FOR PARTICULAR PURPOSE OR USE TITLE

AND NON-INFRINGEMENT WITH RESPECT TO THE SYSTEM ARE HEREBY

DISCLAIMED

Rule 11.13 Clearly Erroneous Trades

Definition For purposes of this Rule the terms of transaction executed on the Exchange

are clearly erroneous when there is an obvious error in any term such as price number of

shares or other unit of trading or identification of the security transaction made in clearly

erroneous error and cancelled by both parties or determined by the Exchange to be clearly

erroneous will be removed from the Consolidated Tape

Request and Timing of Review Member that receives an execution on an order that was

submitted erroneously to the Exchange for its own or customer account may request that the

Exchange review the transaction under this Rule An Officer of the Exchange or such other

employee designee of the Exchange Officer shall review the transaction under dispute and

determine whether it is clearly erroneous with view toward maintaining fair and orderly

market and the protection of investors and the public interest Such request for review shall be

made in writing via e-mail or other electronic means specified from time to time by the

Exchange in circular distributed to Members
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Requests for Review Requests for review must be received within thirty 30
minutes of execution time and shall include information concerning the time of the

transactions security symbols number of shares prices side bought or sold and factual

basis for believing that the trade is clearly erroneous Upon receipt of timely filed request that

satisfies the numerical guidelines set forth in Section c1 of this Rule the counterparty to the

trade shall be notified by the Exchange as soon as practicable but generally within 30 minutes

An Officer may request additional supporting written information to aid in the resolution of the

matter If requested each party to the transaction shall provide within thirty 30 minutes of the

request any supporting written information Either party to the disputed trade may request the

supporting written information provided by the other party on the matter

Routed Executions Other market centers will generally have an additional 30

minutes from receipt of their participants timely filing but no longer than 60 minutes from the

time of the execution at issue to file with the Exchange for review of transactions routed to the

Exchange from that market center and executed on the Exchange

Thresholds Determinations of clearly erroneous execution will be based on all relevant

factors on case by case basis including but not limited to the following

Numerical Guidelines transaction executed during the Regular Market Session

or the Pre-Opening and Post-Closing Session may be found to be clearly erroneous only if the

price of the transaction to buy sell that is the subject of the complaint is
greater

than less than

the Reference Price by an amount that equals or exceeds the Numerical Guidelines set forth

below The execution time of the transaction under review determines whether the guidance

threshold is Regular Market Session or Pre-Opening or Post-Closing Session which occurs

before and after the Regular Market Session The Reference Price will be equal to the

consolidated last sale immediately prior to the executions under review except for in Unusual

Circumstances as described in c2 below

Reference Price Regular Market Session Numerical Pre-Opening and Post-Closing

Consolidated Last Sale Guidelines Subject transactions Session Numerical Guidelines

difference from the Subject transactions difference

Consolidated Last Sale from the Consolidated Last Sale

Greater than $0.00 up to 10% 20%

and including $25.00

Greater than $25.00 up 5% 10%

to and including $50.00

Greater than $50.00 3% 6%

Multi-Stock Event 10% 10%

Filings involving five or

more securities by the

same Member will be

aggregated into single

filing
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Leveraged ETF/ETN Regular Market Session Numerical Pre-Opening and Post-Closing

securities Guidelines multiplied by the Session Numerical Guidelines

leverage multiplier ie 2x multiplied by the leverage multiplier

ie 2x

Unusual Circumstances and Joint Market Rulings In Unusual Circumstances

which may include periods of extreme market volatility sustained illiquidity or widespread

system issues the Exchange may in its discretion and with view toward maintaining fair and

orderly market and the protection of investors and the public interest use Reference Price other

than the consolidated last sale Other Reference Prices may include the consolidated inside

price the consolidated opening price the consolidated prior close or the consolidated last sale

prior to series of executions It may also be necessary to use higher Numerical Guideline if

after market participants have been alerted to the existence of erroneous activity the price of the

security returns toward its prior trading range but continues to trade beyond the price at which

trades would normally be broken The Exchange also may use different Reference Price and/or

higher Numerical Guideline in events that involve Trading Centers in an effort to coordinate

Reference Price and/or Numerical Guideline that is consistent across markets In order to

achieve consistent results across markets when ruling is made in conjunction with another

market center it may be determined that the number of affected transactions is such that

immediate finality is necessary to maintain fair and orderly market and to protect investors and

the public interest

Additional Factors An Officer may also consider additional factors to determine

whether an execution is clearly erroneous including but not limited to system malfunctions or

disruptions volume and volatility for the security derivative securities products that correspond

to greater than 100% in the direction of tracking index news released for the security whether

trading in the security was recently halted/resumed whether the security is an IPO whether the

security was subject to stock-split reorganization or other corporate action overall market

conditions Pre-Opening and Post-Closing Session executions validity of the consolidated tapes

trades and quotes consideration of primary market indications and executions inconsistent with

the trading pattern in the stock Each additional factor shall be considered with view toward

maintaining fair and orderly market and the protection of investors and the public interest

Numerical Guidelines Applicable to Volatile Market Opens The Exchange may

expand the Numerical Guidelines applicable to transactions occurring between 930 a.m and

1000 a.m based on the disseminated value of the 500 Futures at 915 a.m

When the 500 Futures are up or down from 3% to up to but not

including 5% at 915 a.m the Numerical Guidelines calculated pursuant to Section cl
above are doubled for executions occurring between 930 a.m and 1000 am

When the 500 Futures are up or down 5% or greater at 915 a.m the

Numerical Guidelines calculated pursuant to Section c1 above are tripled for

executions occurring between 930 a.m and 1000 am
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Outlier Transactions In the case of an Outlier Transaction an Officer may at its sole

discretion and on case-by-case basis consider requests received pursuant to subsection of

this Rule after 30 minutes but not longer than sixty
minutes after the transaction in question

depending on the facts and circumstances surrounding such request

Outlier Transaction means transaction where

the execution price of the security is greater
than three times the current

Numerical Guidelines set forth in Paragraph of this Section or

the execution price of the security
in question is not within the Outlier

Transaction parameters set forth in Paragraph d1i of the Section but breaches the 52-

week high or 52-week low the Exchange may consider Additional Factors as outlined in

11 .13 c3 in determining if the transaction qualifies for further review or if the

Exchange shall decline to act

Review Procedures

Determination by Officer Unless both parties to the disputed transaction agree to

withdraw the initial request for review the transaction under dispute shall be reviewed and

determination shall be rendered by the Officer If the Officer determines that the transaction is

not clearly erroneous the Officer shall decline to take any action in connection with the

completed trade In the event that the Officer determines that the transaction in dispute is clearly

erroneous the Officer shall declare the transaction null and void determination shall be made

generally within 30 minutes of receipt of the complaint but in no case later than the start of the

Regular Market Session on the following trading day The parties shall be promptly notified of

the determination

Appeals If Member affected by determination made under this Rule so

requests within the time permitted below the Clearly Erroneous Execution Panel CEE Panel

will review decisions made by the Officer under this Rule including whether clearly erroneous

execution occurred and whether the correct determination was made provided however that the

CEE Panel will not review decisions made by an officer under subsection of this Rule if such

Officer also determines under subsection of this Rule that the number of the affected

transactions is such that immediate finality is necessary to maintain fair and orderly market and

to protect
investors and the public interest

The CEE Panel will consist of the Exchanges Chief Regulatory Officer

CR0 or designee of the CR0 and representatives
from two Members

The Exchange shall designate at least ten 10 Member representatives to

be called upon to serve on the CEE Panel as needed In no case shall CEE Panel include

person affiliated with party to the trade in question To the extent reasonably possible

the Exchange shall call upon the designated representatives to participate on CEE Panel

on an equally frequent basis
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request for review on appeal must be made via e-mail within thirty 30 minutes

after the party making the appeal is given notification of the initial determination being appealed

The CEE Panel shall review the facts and render decision as soon as practicable but generally

on the same trading day as the executions under review On requests for appeal received

between 300 ET and the close of trading in the Post-Closing Session decision will be rendered

as soon as practicable but in no case later than the trading day following the date of the

execution under review

The CEE Panel may overturn or modify an action taken by the Officer under this

Rule All determinations by the CEE Panel shall constitute final action by the Exchange on the

matter at issue

If the CEE Panel votes to uphold the decision made pursuant to Rule 11.13 el
the Exchange will assess $500.00 fee against the Members who initiated the request for

appeal

Any determination by an officer or by the CEE Panel shall be rendered without

prejudice as to the rights
of the parties to the transaction to submit their dispute to arbitration

System Disruption and Malfunctions In the event of any disruption or malfunction in

the use or operation of any electronic communications and trading facilities of the Exchange or

extraordinary market conditions or other circumstances in which the nullification of transactions

may be necessary for the maintenance of fair and orderly market or the protection of investors

and the public interest exist the Officer of the Exchange or such other senior level employee

designee on his or her own motion may review such transactions and declare such transactions

arising out of the use or operation of such facilities during such period null and void In such

events the Officer of the Exchange or such other senior level employee designee will rely on the

provisions of Section of this Rule but in extraordinary circumstances may also use

lower Numerical Guideline if necessary to maintain fair and orderly market protect
investors

and the public interest Absent extraordinary circumstances any such action of the Officer of the

Exchange or such other senior level employee designee pursuant to this subsection shall be

taken within thirty 30 minutes of detection of the enoneous transaction When extraordinary

circumstances exist any such action of the Officer of the Exchange or such other senior level

employee designee must be taken by no later than the start of Regular Session Trading on the

day following the date of executions under review Each Member involved in the transaction

shall be notified as soon as practicable and the Member aggrieved by the action may appeal such

action in accordance with the provisions of subsection e2-4

Officer of the Exchange or such other senior level employee designee Acting On Own

Motion An Officer of the Exchange or such other senior level employee designee acting on its

own motion may review potentially erroneous executions and declare trades null and void or

shall decline to take any action in connection with the completed trades In such events the

Officer of the Exchange or such other senior level employee designee will rely on the provisions

of Section c13 of this Rule but in extraordinary circumstances may also use lower

Numerical Guideline if necessary to maintain fair and orderly market protect investors and the

public interest Absent extraordinary circumstances any such action of the Officer of the
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Exchange or such other senior level employee designee shall be taken in timely fashion

generally within thirty 30 minutes of the detection of the erroneous transaction When

extraordinary circumstances exist any such action of the Officer of the Exchange or such other

senior level employee designee must be taken by no later than the start of the Regular Market

Session on the trading day following the date of executions under review When such action is

taken independently each party involved in the transaction shall be notified as soon as

practicable by the Exchange and the party aggrieved by the action may appeal such action in

accordance with the provisions of subsection e2-4 above

Trade NullUlcation for UTP Securities that are Subject ofInitial Public Offerings

IPOs Pursuant to SEC Rule l2f-2 as amended the Exchange may extend unlisted trading

privileges to security that is the subject of an initial public offering when at least one

transaction in the subject security has been effected on the national securities exchange or

association upon which the security is listed and the transaction has been reported pursuant to an

effective transaction reporting plan clearly erroneous error may be deemed to have occurred

in the opening transaction of the subject security if the execution price of the opening transaction

on the Exchange is the lesser of $1.00 or 10% away from the opening price on the listing

exchange or association In such circumstances the Officer shall declare the opening transaction

null and void or shall decline to take action in connection with the completed trades Clearly

erroneous executions of subsequent transactions of the subject security will be reviewed in the

same manner as the procedure set forth in e1 Absent extraordinary circumstances any such

action of the Officer pursuant to this subsection shall be taken in timely fashion generally

within thirty 30 minutes of the detection of the erroneous transaction When extraordinary

circumstances exist any such action of the Officer must be taken by no later than the start of

Regular Session Trading on the day following the date of executions under review Each party

involved in the transaction shall be notified as soon as practicable by the Exchange and the party

aggrieved by the action may appeal such action in accordance with the provisions of subsection

e2-4 above

Rule 11.14 Trading Halts Due to Extraordinary Market Volatility

Trading in stocks will halt on the Exchange and will not reopen for the time periods

described in this paragraph if the Dow Jones Industrial Average reaches Level below its

closing value on the previous trading day

before 200 p.m Eastern Time for one hour

at or after 200 p.m but before 230 p.m Eastern Time for 30 minutes

If the Dow Jones Industrial Average reaches Level below its closing value on the previous

trading day at or after 230 p.m Eastern Time trading will continue through the facilities of the

Exchange until the close unless the Dow Jones Industrial Average reaches Level below its

closing value on the previous trading day at which time trading will be halted for the remainder

of the day
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Trading in stocks will halt on the Exchange and will not re-open for the time periods

described in this paragraph if the Dow Jones Industrial Average reaches Level below its

closing value on the previous trading day

before 100 Eastern Time for two hours

at or after 100 p.m but before 200 p.m Eastern Time for one hour

at or after 200 p.m Eastern Time for the remainder of the day

If the Dow Jones Industrial Average reaches Level below its closing value on the

previous trading day trading in stocks will halt on the Exchange and will not reopen for the

remainder of the day

On the occurrence of any trading halt pursuant to this Rule 11.14 all outstanding orders

in the System will be cancelled

Commentary

.01 Levels and will be calculated at the beginning of each calendar quarter using the average

closing value of the Dow Jones Industrial Average for the month prior to the beginning of the

quarter Level will be l0%of such average closing value calculation Level will be 20% of such

average closing value calculation Level will be 30% of such average closing value calculation

Each Level will be rounded to the nearest fifty points The values of Levels and will remain in

effect until the next calculation

.02 The restrictions in this Rule 11.14 will apply whenever the Dow Jones Industrial Average reaches

the trigger values notwithstanding the fact that at any given time the calculation of the value of the

average may be based on the prices of less than all of the stocks included in the average

.03 The reopening of trading following trading halt under this Rule 11.14 will be conducted

pursuant to procedures adopted by the Exchange and communicated by notice to its Members

.04 Nothing in this Rule 11.14 should be construed to limit the ability of the Exchange to otherwise

halt or suspend the trading in any stock or stocks traded on the Exchange pursuant to any other

Exchange Rule or policy

Rule 11.15 Short Sales

All short sale orders shall be identified as short sale when entered into the System

Rule 11.16 Locking or Crossing Quotations in NMS Stocks

Definitions For purposes of this Rule 11.16 the following definitions shall apply

The terms automated quotation effective national market system plan

intermarket sweep order manual quotation NMS stock protected quotation regular trading

hours and trading center shall have the meanings set forth in Rule 600b of Regulation NMS
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The term crossing quotation shall mean the display of bid for an NMS stock

during regular trading hours at price
that is higher than the price

of an offer for such NMS

stock previously disseminated pursuant to an effective national market system plan or the

display of an offer for an NMS stock during regular trading hours at price that is lower than the

price of bid for such NMS stock previously disseminated pursuant to an effective national

market system plan

The term locking quotation shall mean the display of bid for an NMS stock

during regular trading hours at price that equals the price of an offer for such NMS stock

previously disseminated pursuant to an effective national market system plan or the display of

an offer for an NMS stock during regular trading hours at price that equals the price of bid for

such NMS stock previously disseminated pursuant to an effective national market system plan

Prohibition Except for quotations that fall within the provisions of paragraph of this

Rule the System shall not make available for dissemination and Users shall reasonably avoid

displaying and shall not engage in pattern or practice of displaying any quotations that lock or

cross protected quotation and any manual quotations that lock or cross quotation previously

disseminated pursuant to an effective national market system plan

Manual quotations If User displays manual quotation that locks or crosses

quotation previously disseminated pursuant to an effective national market system plan such

User shall promptly either withdraw the manual quotation or route an intermarket sweep order to

execute against the full displayed size of the locked or crossed quotation

Exceptions

The locking or crossing quotation was displayed at time when the trading center

displaying the locked or crossed quotation was experiencing failure material delay or

malfunction of its systems or equipment

The locking or crossing quotation was displayed at time when protected bid

was higher than protected offer in the NMS stock

The locking or crossing quotation was an automated quotation and the User

displaying such automated quotation simultaneously routed an intermarket sweep order to

execute against the full displayed size of any locked or crossed protected quotation

The locking or crossing quotation was manual quotation that locked or crossed

another manual quotation and the User displaying the locking or crossing manual quotation

simultaneously routed an intermarket sweep order to execute against the full displayed size of the

locked or crossed manual quotation
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CHAPTER XII TRADING PRACTICE RULES

Rule 12.1 Market Manipulation

No Member shall execute or cause to be executed or participate in an account for which there are

executed purchases of any security at successively higher prices or sales of any security at

successively lower prices for the purpose of creating or inducing false misleading or artificial

appearance of activity in such security on the Exchange or for the purpose of unduly or

improperly influencing the market price for such security or for the purpose of establishing

price which does not reflect the true state of the market in such security

Rule 12.2 Fictitious Transactions

No Member for the purpose of creating or inducing false or misleading appearance of activity

in security traded on the Exchange or creating or inducing false or misleading appearance

with respect to the market in such security shall

execute any transaction in such security which involves no change in the beneficial

ownership thereof or

enter any order or orders for the purchase of such security with the knowledge that an

order or orders of substantially the same size and at substantially the same price for the sale of

such security has been or will be entered by or for the same or different parties or

enter any order or orders for the sale of any such security with the knowledge that an

order or orders of substantially the same size and at substantially the same price for the

purchase of such security has been or will be entered by or for the same or different parties

Rule 12.3 Excessive Sales by Member

No Member shall execute purchases or sales in any security traded on the Exchange for any

account in which such Member is directly or indirectly interested which purchases or sales are

excessive in view of the Members financial resources or in view of the market for such security

Rule 12.4 Manipulative Transactions

No Member shall participate or have any interest directly or indirectly in the profits of

manipulative operation or knowingly manage or finance manipulative operation

Any pool syndicate or joint account organized or used intentionally for the purpose of

unfairly influencing the market price of security shall be deemed to be manipulative

operation

The solicitation of subscriptions to or the acceptance of discretionary orders from any

such pooi syndicate or joint account shall be deemed to be managing manipulative operation
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The carrying on margin of position in such security or the advancing of credit through

loans to any such pooi syndicate or joint account shall be deemed to be financing manipulative

operation

Rule 12.5 Dissemination of False Information

No Member shall make any statement or circulate and disseminate any information concerning

any security traded on the Exchange which such Member knows or has reasonable grounds for

believing is false or misleading or would improperly influence the market price of such security

Rule 12.6 Customer Priority

No Member shall personally buy or initiate the purchase of any security traded on the

Exchange for its own account or for any account in which it or any associated person of the

member is directly or indirectly interested while such member holds or has knowledge that any

person associated with it holds an unexecuted market order to buy such security in the unit of

trading for customer or ii sell or initiate the sale of any such security for any such account

while it personally holds or has knowledge that any person associated with it holds an

unexecuted market order to sell such security in the unit of trading for customer

No Member shall buy or initiate the purchase of any such security for any account in

which it or any associated person of the member is directly or indirectly interested at or below

the price at which it personally holds or has knowledge that any person associated with it holds

an unexecuted limit order to buy such security in the unit of trading for customer or ii sell or

initiate the sale of any such security for any such account at or above the price at which it

personally holds or has knowledge that any person associated with it holds an unexecuted limit

order to sell such security in the unit of trading for customer

The provisions of paragraphs and of this Rule shall not apply to any purchase

or sale of any such security in an amount less than the unit of trading made by member to offset

odd-lot orders for customers ii to any purchase or sale of any such security upon terms for

delivery other than those specified in such unexecuted market or limit order or iii to any

unexecuted order that is subject to condition that has not been satisfied

The provisions of paragraphs and of this Rule also shall not apply if Member

engages in trading activity to facilitate the execution on riskless principal basis of another

order from its customer whether its own customer or the customer of another member the

facilitated order This exemption applies to both offsetting
transaction legs of riskless

principal
transaction but only to the extent of the actual number of shares that are required to

satisfy the facilitated order riskless principal
transaction is defined as two offsetting

principal transaction legs
in which Member after having received an order to buy security

that it holds for execution on the Exchange purchases the security as principal at the same price

exclusive of markups markdowns commissions and other fees to satisfy all or portion of the

order to buy or ii after having received an order to sell security that it holds for execution on

the Exchange sells the security as principal at the same price exclusive of markups markdowns

commissions and other fees to satisfy all or portion of the order to sell
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Interpretations
and Policies

.01 Member or any associated person of Member responsible for entering orders for its own

account or any account in which it is directly or indirectly interested shall be presumed to have

knowledge of particular
unexecuted customer order Such presumption can be rebutted by

adequate evidence which shows to the Exchanges satisfaction that the Member has

implemented reasonable system of internal policies and procedures and has an adequate system

of internal controls to prevent the misuse of information about customer orders by those

responsible for entering such proprietary orders

.02 Member shall be deemed to have violated Rule 12.6 if while holding customer limit

order as rounded to penny increment representing the NBBO the Member for his own

account trades with an incoming market or marketable limit order at price which is less than

one penny better than the price of such customer limit order not the quoted price held by such

Member

.03 Member shall be deemed to have violated Rule 12.6 if while holding customer limit

order as rounded to penny increment at price outside the NBBO the Member for his own

account trades with an incoming market or marketable limit order at price which is less than

the nearest penny increment to the actual price of the customer limit order not the quoted price

held by such Member

Rule 12.7 Joint Activity

No Member directly or indirectly shall hold any interest or participation
in any joint account for

buying or selling in security traded on the Exchange unless such joint account is promptly

reported to the Exchange The report should contain the following information for each account

the name of the account with names of all participants and their respective interests in

profits
and losses

statement regarding the purpose of the account

the name of the Member carrying and clearing the account and

copy of any written agreement or instrument relating to the account

Rule 12.8 Influencing the Consolidated Tape

No Member shall attempt to execute transaction or transactions to buy or sell security for the

purpose of influencing any report appearing on the Consolidated Tape

Rule 12.9 Trade Shredding

No Member or associated person of Member may engage in trade shredding Trade

shredding is conduct that has the intent or effect of splitting any order into multiple smaller

orders for execution or any execution into multiple smaller executions for the primary purpose of

maximizing monetary or in-kind amount to be received by the Member or associated person of
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Member as result of the execution of such orders or the transaction reporting of such

executions For purposes of this Rule 12.9 monetary or in-kind amount shall be defined to

include but not be limited to any credits commissions gratuities payments for or rebates of

fees or any other payments of value to the Member or associated person of Member

Rule 12.10 Options

No Member shall initiate the purchase or sale on the Exchange for its own account or for

any account in which it is directly or indirectly interested of any stock of any issuer in which it

holds or has granted any put call straddle or option provided however that this prohibition

shall not be applicable in respect of any option issued by The Options Clearing Corporation

No Member acting as an odd-lot dealer shall become interested directly or indirectly in

pool dealing or trading in the stock of any issuer in which it is an odd-lot dealer nor shall it

acquire or grant directly or indirectly any option to buy or sell receive or deliver shares of stock

of any issuer in which such Member is an odd-lot dealer unless such option is issued by The

Options Clearing Corporation

Rule 12.11 Best Execution

In executing customer orders Member is not guarantor of best execution but must use the

care of reasonably prudent person in the light of all circumstances deemed relevant by the

Member and having regard for the Members brokerage judgment and experience

Interpretations
and Policies

.01 As part of Members fiduciary obligation to provide best execution for its customer limit

orders the Member shall refer to and comply with Rule 604 promulgated under the Act

Rule 12.12 Publication of Transactions and Changes

The Exchange shall cause to be disseminated for publication on the Consolidated Tape all

last sale price reports of transactions executed through the facilities of the Exchange pursuant to

the requirements of an effective transaction reporting plan approved by the Commission

To facilitate the dissemination of such last sale price reports each Member shall cause to

be reported to the Exchange as promptly as possible after execution all information concerning

each transaction required by the effective transaction reporting plan

An official of the Exchange shall approve any corrections to reports
transmitted over the

consolidated tape Any such corrections shall be made within one day after detection of the error
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CHAPTER XIII MISCELLANEOUS PROVISIONS

Rule 13.1 Comparison and Settlement Requirements

Every Member who is Member of qualified clearing agency shall implement

comparison and settlement procedures under the rules of such entity and every Member who is

not such Member shall implement comparison and settlement procedures which conform to the

comparison and settlement requirements of the National Association of Securities Dealers

Uniform Practice Code

For purposes of this Rule qualified clearing agency shall mean clearing agency as

defined in the Act which has agreed to supply the Exchange with data reasonably requested in

order to permit the Exchange to enforce compliance by its Members and Member organizations

with the provisions of the Act the rules and regulations thereunder and the rules of the

Exchange

Anything contained in paragraph to the contrary notwithstanding the Board may

extend or postpone the time of the delivery of an Exchange transaction whenever in its opinion

such action is called for by the public interest by just and equitable principles
of trade or by the

need to meet unusual conditions In such case delivery shall be effected at such time place and

manner as directed by the Board

Rule 13.2 Short Sale Borrowing and Delivery Requirements

Borrowing and deliveries shall be effected in accordance with Rule 203 of Regulation SHO
under the Exchange Act The Exchange incorporates by reference Rules 200 17 CFR 242.200

and 203 17 CFR 242.203 of Regulation SHO to this Rule 13.2 as if they were fully set forth

herein

Rule 13.3 Forwarding of Issuer Materials

Member when so requested by an issuer and upon being furnished with sufficient copies

of annual reports information statements or other material required by law to be sent to

stockholders periodically and satisfactory assurance that it will be reimbursed by such issuer

for all out-of-pocket expenses including reasonable clerical expenses shall transmit promptly to

each beneficial owner of securities of such issuer which are in its possession and control and

registered
in name other than the name of the beneficial owner all such material furnished This

paragraph shall not apply to beneficial owners residing outside of the United States of America

though Members may voluntarily comply with the provisions hereof in respect of such persons if

they so desire

Rule 13.4 Assigning of Registered Securities in Name of Member or Member Organization

Member may authorize one or more persons who are his or its employees to assign registered

securities in the name of such Member and to guarantee assignments of registered securities with

the same effect as if the name of such Member had been signed under like circumstances by one

of the partners of the Member firm or by one of the authorized officers of the Member
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corporation by executing and filing with the Exchange in form prescribed by it separate

Power of Attorney for each person so authorized

Rule 13.5 Commissions

Nothing in the Exchange Rules the By-Laws or the Exchange practices shall be construed to

require authorize or permit any Member or any person associated with Member to agree or

arrange directly or indirectly for the charging of fixed rates of commission for transactions

effected on or effected by the use of the facilities of the Exchange

Rule 13.6 Off-Exchange Transactions

No rule stated policy or practice of this Exchange shall prohibit or condition or be construed to

prohibit or condition or otherwise limit directly or indirectly the ability of any Member to effect

any transaction otherwise than on this Exchange with another person in any security listed on

this Exchange or to which unlisted trading privileges on this Exchange have been extended

Rule 13.7 Regulatory Services Agreements

The Exchange may enter into one or more agreements with another self-regulatory organization

to provide regulatory services to the Exchange to assist the Exchange in discharging its

obligations under Section and Section 19g of the Securities Exchange Act of 1934 Any

action taken by another self-regulatory organization or its employees or authorized agents

acting on behalf of the Exchange pursuant to regulatory services agreement shall be deemed to

be an action taken by the Exchange provided however that nothing in this provision shall affect

the oversight of such other self-regulatory organization by the Securities and Exchange

Commission Notwithstanding the fact that the Exchange may enter into one or more regulatory

services agreements the Exchange shall retain ultimate legal responsibility for and control of its

self-regulatory responsibilities and any such regulatory services agreement shall so provide
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CHAPTER XIV SECURITIES TRADED

Rule 14.1 Unlisted Trading Privileges

Notwithstanding the requirements for listing set forth in these Rules the Exchange may

extend unlisted trading privileges UTP to any Equity Security as defined below that is

listed on another national securities exchange or with respect to which unlisted trading privileges

may otherwise be extended in accordance with Section 12f of the Exchange Act Any such

security will be subject to all Exchange trading rules applicable to equity securities unless

otherwise noted The Exchange will not list any Equity Securities Therefore the provisions of

Rules 14.2 through 14.9 that permit the listing of Equity Securities other than common stock

secondary classes of common stock preferred stock and similar issues shares or certificates of

beneficial interest of trusts notes limited partnership interests warrants certificates of deposit

for common stock convertible debt securities American Depositary Receipts ADRs and

contingent value rights CVRs will not be effective until the Exchange files proposed rule

change under Section 19b2 under the Exchange Act to amend its rules to comply with Rule

OA-3 under the Exchange Act and to incorporate qualitative listing criteria and such proposed

rule change is approved by the Commission For purposes of this Chapter XIV the term Equity

Security means but is not limited to common stock secondary classes of common stock

preferred stock and similar issues shares or certificates of beneficial interest of trusts notes

limited partnership interests warrants certificates of deposit for common stock convertible debt

securities ADRs CVRs Investment Company Units Trust Issued Receipts including those

based on Investment Shares Commodity-Based Trust Shares Currency Trust Shares

Partnership Units Equity-Linked Securities Commodity-Linked Securities Currency-Linked

Securities Portfolio Depositary Receipts and Equity-Linked Debt Securities

Prior to the commencement of trading of CVRs on the Exchange the Exchange will

distribute circular to its Members providing guidance regarding Member compliance

responsibilities including suitability recommendations and account approval when handling

transactions in CVRs

UTP Derivative Securities Any UTP Security that is new derivative securities

product as defined in Rule 9b-4e under the Exchange Act UTP Derivative Security and

traded pursuant to Rule 9b-4e under the Exchange Act shall be subject to the additional

following rules

Form 19b-4e The Exchange shall file with the Securities and Exchange

Commission Form 19b-4e with respect to each UTP Derivative Security

Information Circular The Exchange shall distribute an information

circular prior to the commencement of trading in each such UTP Derivative Security that

generally includes the same information as contained in the information circular provided

by the listing exchange including the special risks of trading new derivative

securities product the Exchange Rules that will apply to the new derivative securities

product including Rule 3.7 information about the dissemination of value of the

underlying assets or indexes and the risk of trading during the Pre-Opening Session

900 a.m 930 a.m Eastern Time due to the lack of calculation or dissemination of
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the intra-day indicative value or similar value

Product Description

Prospectus Delivery Requirements Members are subject to the

prospectus delivery requirements under the Securities Act of 1933 unless UTP

Derivative Security that is the subject
of an order by the Securities and Exchange

Commission exempting the product from certain prospectus delivery requirements

under Section 24d of the Investment Company Act of 1940 and the product is

not otherwise subject to prospectus delivery requirements under the Securities Act

of 1933

Written Description of Terms and Conditions The Exchange shall

inform Members of the application of the provisions of this subparagraph to UTP

Derivative Securities by means of an information circular The Exchange requires

that Members provide all purchasers of UTP Derivative Securities written

description of the terms and characteristics of those securities in form approved

by the Exchange or prepared by the open-ended management company issuing

such securities not later than the time confirmation of the first transaction in

such series is delivered to such purchaser In addition Members shall include

written description with any sales material relating to UTP Derivative Securities

that is provided to customers or the public Any other written materials provided

by Member to customers or the public making specific reference to the UTP

Derivative Securities as an investment vehicle must include statement

substantially in the following form

circular describing the terms and characteristics of UTP Derivative

Securities has been prepared by the management investment

company name and is available from your broker It is recommended that you

obtain and review such circular before purchasing UTP Derivative

Securities

Member carrying an omnibus account for non-Member is required to inform

such non-Member that execution of an order to purchase UTP Derivative

Securities for such omnibus account will be deemed to constitute an agreement by

the non-Member to make such written description available to its customers on

the same terms as are directly applicable to the Member under this Rule

Customer Requests for Prospectus Upon request of customer

Member shall also provide prospectus for the particular UTP Derivative

Securities

Trading Halts

If temporary interruption occurs in the calculation or wide

dissemination of the intraday indicative value or similar value or the value of the

underlying index or instrument and the listing market halts trading in the product
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the Exchange upon notification by the listing market of such halt due to such

temporary interruption also shall immediately halt trading in that product on the

Exchange If the intraday indicative value or similar value or the value of the

underlying index or instrument continues not to be calculated or widely available

as of the commencement of trading on the Exchange on the next business day the

Exchange shall not commence trading of the product that day If an interruption in

the calculation or wide dissemination of the intraday indicative value or similar

value or the value of the underlying index or instrument continues the Exchange

may resume trading in the product only if calculation and wide dissemination of

the intraday indicative value or similar value or the value of the underlying

index or instrument resumes or trading in such series resumes in the listing

market Nothing in this rule shall limit the power of the Exchange under the By

Laws Rules including without limitation Rule 11.1 or procedures of the

Exchange with respect to the Exchanges ability to suspend trading in any

securities if such suspension is necessary for the protection of investors or in the

public interest

For UTP Derivative Security where net asset value and in the

case of managed fund shares or actively managed exchange-traded funds

disclosed portfolio is disseminated the Exchange will immediately halt trading

in such security upon notification by the listing market that the net asset value

and if applicable such disclosed portfolio is not being disseminated to all market

participants at the same time The Exchange may resume trading in the UTP

Derivative Security only when trading in the UTP Derivative Security resumes on

the listing market

Surveillance The Exchange shall enter into comprehensive surveillance

sharing agreement with markets trading components of the index or portfolio on which

the UTP Derivative Security is based to the same extent as the listing exchanges rules

require the listing exchange to enter into comprehensive surveillance sharing agreement

with such markets

Rule 14.2 Investment Company Units

The Exchange will consider for listing and/or trading whether pursuant to Rule 9b-4e under

the Exchange Act or otherwise units of trading Units that meet the criteria of this Rule 14.2

Unit is security that represents an interest in registered investment company Investment

Company that could be organized as unit investment trust an open-end management

investment company or similar entity

Original Unit Listing Standards

The Investment Company must

hold securities including fixed income securities comprising or

otherwise based on or representing an interest in an index or portfolio of securities or
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hold securities in another registered investment company that holds

securities as described in above

An index or portfolio may be revised as necessary or appropriate to maintain the quality

and character of the index or portfolio

The Investment Company must issue Units in specified aggregate number in

return for deposit the Deposit consisting of either

specified number of shares of securities or if applicable specified

portfolio of fixed income securities that comprise the index or portfolio or are otherwise

based on or represent an investment in securities comprising such index or portfolio

and/or cash amount or

shares of registered investment company as described in clause

a1B above and/or cash amount

Units must be redeemable directly or indirectly from the Investment Company

for securities including fixed income securities and/or cash then comprising the Deposit Units

must pay holders periodic cash payments corresponding to the regular cash dividends or

distributions declared with respect to the securities held by the Investment Company less

applicable expenses and charges

For each series of Investment Company Units the Exchange will establish

minimum number of Units required to be outstanding at the time of commencement of trading on

the Exchange Notwithstanding the foregoing for the initial listing of series of Investment

Company Units in reliance upon Rule 19b-4e under the Exchange Act there must be at least

100000 Units outstanding prior to the commencement of trading of series of Units on the

Exchange

Voting rights shall be as set forth in the applicable Investment Company

prospectus

Underlying Indices and Portfolios

The Exchange may list and/or trade whether by listing or pursuant to unlisted

trading privileges specified
series of Units with each series based on specified index or

portfolio
of securities

Upon the initial listing of series of Investment Company Units on the Exchange

in reliance upon Rule 9b-4e under the Exchange Act the component stocks of an index or

portfolio underlying such series shall meet the following criteria as of the date of the initial

deposit of securities in connection with the initial issuance of such Investment Company Units

component stocks that in the aggregate account for at least 90 percent of

the weight of the index or portfolio must have minimum market value of at least $75

million
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the component stocks representing at least 90 percent of the weight of the

index or portfolio must have minimum monthly trading volume during each of the last

six months of at least 250000 shares

the most heavily weighted component stock may not exceed 30 percent of

the weight of the index or portfolio and the five most heavily weighted component

stocks may not exceed 65 percent of the weight of the index or portfolio

the underlying index or portfolio must include minimum of 13 stocks

and

all securities in the underlying index or portfolio must be listed on

national securities exchange

The value of the index or portfolio must be calculated and disseminated to the

public at least once per business day provided that if the securities representing at least half the

value of the index or portfolio are securities of single country other than the United States then

the value of the index or portfolio may be calculated and disseminated to the public at least once

per day that is business day in that country If series of Investment Company Units is listed

for trading on the Exchange in reliance upon Rule 9b-4e under the Exchange Act the current

value of the underlying index must be widely disseminated by one or more major market data

vendors or disseminated over the consolidated tape at least every 15 seconds during trading

hours on the Exchange In addition there must be similarly disseminated for that series an

estimate updated every 15 seconds of the value of share of each series This may be based for

example upon current information regarding the required deposit of securities plus any cash

amount to permit creation of new shares of the series or upon the index value If the Exchange is

trading Investment Company Units pursuant to unlisted trading privileges it will cease trading

the Investment Company Unit if the primary listing exchange ceases trading the Investment

Company Unit for any of the above reasons

If series of Investment Company Units is listed for trading on the Exchange in

reliance upon Rule 9b-4e under the Exchange Act

the index underlying the series must be calculated based on either the

market capitalization modified market capitalization price equal-dollar or modified

equal-dollar weighting methodology

if the index is maintained by broker or dealer the broker or dealer

must erect fire wall around the personnel who have access to information concerning

changes and adjustments to the index and ii the index must be calculated by third

party who is not broker-dealer and

if series of Investment Company Units is listed for trading or traded

pursuant to unlisted trading privileges on the Exchange in reliance upon Rule 9b-4e

under the Exchange Act the Exchange will implement written surveillance procedures

applicable to such series In addition the Exchange will comply with the record-keeping

requirements of Rule 9b-4e under the Exchange Act and will file Form 9b-4e for
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each series of Investment Company Units within five business days of the

commencement of trading

Continued Listing Criteria

If the Exchange lists the Units the Exchange will consider the suspension of trading and

delisting of series of Units in any of the following circumstances

Following the initial twelve 12 month period beginning upon the

commencement of trading of series of Units there are fewer than 50 record and/or beneficial

holders of Units for 30 or more consecutive trading days

The value of the index or portfolio
of securities on which the series is based is no

longer calculated or available or

Such other event shall occur or condition exist that in the opinion of the

Exchange makes further dealings on the Exchange inadvisable

In addition the Exchange will remove Units from trading and listing upon termination of the

issuing Investment Company If the Exchange is trading Units pursuant to unlisted trading

privileges it will cease trading the Units if the primary listing exchange ceases trading the Units

for any of the above reasons

Provision of Prospectus and Written Description

This paragraph shall only apply to series of Investment Company Units as to

which the sponsor or other appropriate party has obtained an exemption from Section 24d of

the Investment Company Act of 1940 In connection with any such series of Investment

Company Units listed on the Exchange Members must provide to all purchasers of such series of

Investment Company Units written description of the terms and characteristics of such

securities in form prepared or approved by the Exchange not later than the time

confirmation of the first transaction in such security is delivered to such purchaser In addition

Members must include such written description with any sales material relating to such series

of Investment Company Units that is provided to customers or the public Any other written

materials provided by Member to customers or the public making specific reference to such

series of Investment Company Units as an investment vehicle must include statement in

substantially the following form circular describing the terms and characteristics of

series of Investment Company Units has been prepared by name and is available from

your broker or the EDGA EXCHANGE It is recommended that you obtain and review such

circular before purchasing series of Investment Company Units In addition upon request

you may obtain from your broker prospectus for series of Investment Company Units

Member carrying an omnibus account for non-Member broker-dealer is

required to inform such non-Member that execution of an order to purchase series of

Investment Company Units for such omnibus account will be deemed to constitute agreement by

the non-Member to make such written description available to its customers on the same terms as

are directly applicable to Members under this rule
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Upon request of customer Member shall also provide prospectus for the

particular series of Investment Company Units

Limitation on Liability Neither the Exchange any affiliate nor any Index Licensor or

Administrator guarantees the timeliness sequence accuracy or completeness of index and

Investment Company Unit information Neither the Exchange any affiliate nor any Index

Licensor or Administrator shall have any liability for any loss damages claim or expense arising

from or occasioned by any inaccuracy error or delay in or omission of or from any index

and Investment Company Unit information or ii the collection calculation compilation

maintenance reporting or dissemination of any index any portfolio or any index and Investment

Company Unit information resulting either from any negligent act or omission by the Exchange

any affiliate or any Index Licensor or Administrator or from any act condition or cause beyond

the reasonable control of the Exchange any affiliate or any Index Licensor or Administrator

including but not limited to flood extraordinary weather conditions earthquake or other act of

God fire war insurrection riot labor dispute accident action of government communications

or power failure or equipment or software malfunction Without limiting any of the foregoing in

no event shall the Exchange any affiliate or any index Licensor or Administrator have any

liability for any lost profits or special punitive incidental indirect or consequential damages

even if notified of the possibility of such damages

No Warranties Neither the Exchange any affiliate nor any Index Licensor or

Administrator makes any express or implied warranty as to results that any person or party may

obtain from using any Investment Company Unit ii the index or portfolio that is the basis

for determining the component stocks of an Investment Company Unit or iiiany index or

Investment Company Unit information for trading or any other purpose The Exchange its

affiliates and each Index Licensor or Administrator makes no express or implied warranties and

disclaims all warranties of merchantability or fitness for particular purpose or use with respect

to any such Investment Company Unit index portfolio or information

Hours of Trading Any series of Investment Company Units so designated by the

Exchange may be traded on the Exchange during Regular Trading Hours

Rule 14.3 Trust Issued Receipts

The Exchange will consider for trading whether by listing or pursuant to unlisted trading

privileges Trust Issued Receipts that meet the criteria of this Rule 14.3

Applicability This rule is applicable only to Trust Issued Receipts

Prospectus Delivery Members must provide to all purchasers of newly issued Trust

Issued Receipts prospectus for the series of Trust Issued Receipts

Trading Hours Transactions in Trust Issued Receipts may be effected during Regular

Trading Hours for each series

Definitions Trust Issued Receipt means security that is issued by trust

Trust that holds specified
securities deposited with the Trust ii that when aggregated in

some specified
minimum number may be surrendered to the Trust by the beneficial owner to
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receive the securities and iii that pays beneficial owners dividends and other distributions on

the deposited securities if any are declared and paid to the trustee Trustee by an issuer of the

deposited securities

Designation The Exchange may trade whether by listing or pursuant to unlisted trading

privileges Trust Issued Receipts based on one or more securities The Trust Issued Receipts

based on particular securities shall be designated as separate series and shall be identified by

unique symbol The securities that are included in series of Trust Issued Receipts shall be

selected by the Exchange or by such other person as shall have proprietary interest in such

Trust Issued Receipts

Initial and Continued Listing and/or Trading Trust Issued Receipts will be listed and/or

traded on the Exchange subject to application of the following criteria

Commencement of Trading For each Trust the Exchange will establish

minimum number of Trust Issued Receipts required to be outstanding at the time of

commencement of trading on the Exchange

Continued Trading Following the initial twelve 12 month period following

formation of Trust and commencement of trading on the Exchange the Exchange will consider

the suspension of trading in or removal from listing of or termination of unlisted trading

privileges for Trust upon which series of Trust Issued Receipts is based under any of the

following circumstances

if the Trust has more than 60 days remaining until termination and there

are fewer than 50 record and/or beneficial holders of Trust Issued Receipts for 30 or more

consecutive trading days

if the Trust has fewer than 50000 receipts issued and outstanding

if the market value of all receipts issued and outstanding is less than

$1000000 or

if any other event shall occur or condition exists which in the opinion of

the Exchange makes further dealings on the Exchange inadvisable

If the Exchange is trading the Trust Issued Receipts pursuant to unlisted trading privileges it will

cease trading the Trust Issued Receipts if the primary listing exchange ceases trading the Trust

Issued Receipts for any of the above reasons

Upon termination of Trust the Exchange requires that Trust Issued Receipts issued in

connection with such Trust be removed from Exchange listing or have their unlisted trading

privileges terminated Trust may terminate in accordance with the provisions of the Trust

prospectus which may provide for termination if the value of securities in the Trust falls below

specified amount
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Term The stated term of the Trust shall be as stated in the Trust prospectus however

Trust may be terminated under such earlier circumstances as may be specified in the Trust

prospectus

Trustee The trustee must be trust company or banking institution having substantial

capital and surplus and the experience and facilities for handling corporate trust business In

cases where for any reason an individual has been appointed as trustee qualified trust

company or banking institution must be appointed co-trustee

Voting Rights Voting rights
shall be as set forth in the Trust prospectus

Interpretation and Policies

.01 The Exchange may approve Trust Issued Receipts for trading whether by listing or

pursuant to unlisted trading privileges pursuant to Rule 19b-4e under the Act provided that the

following criteria are satisfied

Each security underlying the Trust Issued Receipt must be registered under Section 12 of

the Act

Each security underlying the Trust Issued Receipt must have minimum public float of at

least $150 million

Each security underlying the Trust Issued Receipt must be listed on national securities

exchange or traded through the facilities of Nasdaq as reported national market system

security

Each security underlying the Trust Issued Receipt must have an average daily trading

volume of at least 100000 shares during the preceding sixty-day trading period

Each security underlying the Trust Issued Receipt must have an average daily dollar

value of shares traded during the preceding sixty-day trading period of at least $1 million and

The most heavily weighted security in the Trust Issued Receipt cannot initially represent

more than 20% of the overall value of the Trust Is sued Receipt

.02

Provisions of this Commentary apply only to Trust Issued Receipts that invest in

Investment Shares as defined below Rules that reference Trust Issued Receipts shall also

apply to Trust Issued Receipts investing in Investment Shares

Definitions The following terms as used in this Commentary shall unless the context

otherwise requires have the meanings herein specified

Investment Shares The term Investment Shares means security that is

issued by trust partnership commodity pool or other similar entity that invests in any

combination of futures contracts options on futures contracts forward contracts commodities
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swaps or high credit quality short-term fixed income securities or other securities and issued

and redeemed daily at net asset value in amounts correlating to the number of receipts created

and redeemed in specified aggregate minimum number

Futures Contract The term futures contract is commonly known as contract

of sale of commodity for future delivery set forth in Section 2a of the Commodity Exchange

Act

Forward Contract forward contract is contract between two parties to

purchase and sell specific quantity of commodity at specified price with delivery and

settlement at future date Forwards are traded over-the counter OTC and not listed on

futures exchange

Designation The Exchange may list and trade Trust Issued Receipts investing in

Investment Shares Each issue of Trust Issued Receipt based on particular Investment Share

shall be designated as separate series and shall be identified by unique symbol

Initial and Continued Listing Trust Issued Receipts based on Investment Shares will be

listed and/or traded on the Exchange subject to application
of the following criteria

Initial Listing The Exchange will establish minimum number of receipts

required to be outstanding at the time of commencement of trading on the Exchange

Continued Listing The Exchange will consider removing from listing Trust

Issued Receipts based on an Investment Share under any of the following circumstances

if following the initial twelve 12 month period following the

commencement of trading of the shares the Issuer has more than 60 days remaining

until termination and there are fewer than 50 record and/or beneficial holders of Trust

Issued Receipts for 30 or more consecutive trading days ii if the Issuer has fewer than

50000 securities or shares issued and outstanding or iii if the market value of all

securities or shares issued and outstanding is less than $1000000

if the value of an underlying index or portfolio is no longer calculated or

available on at least 15-second delayed basis or the Exchange stops providing

hyperlink on its website to any such asset or investment value

if the Indicative Value is no longer made available on at least 15-second

delayed basis or

if such other event shall occur or condition exists which in the opinion of

the Exchange makes further dealings on the Exchange inadvisable

If the Exchange is trading the Trust Issued Receipts based on Investment Shares pursuant to

unlisted trading privileges it will cease trading such Trust Issued Receipts if the primary listing

exchange ceases trading the Trust Issued Receipts for any of the above reasons

80



Upon termination of the Trust the Exchange requires that Trust Issued Receipts based on

Investment Shares issued in connection with such Trust be removed from Exchange listing

Trust may terminate in accordance with the provisions of the Trust prospectus which may

provide for termination if the value of the Trust falls below specified amount

Term The stated term of the Trust shall be as stated in the prospectus however such

entity may be terminated under such earlier circumstances as may be specified in the Trust

prospectus

Trustee The following requirements apply

The trustee of Trust must be trust company or banking institution having

substantial capital and surplus and the experience and facilities for handling corporate trust

business In cases where for any reason an individual has been appointed as trustee qualified

trust company or banking institution must be appointed co-trustee

No change is to be made in the trustee of listed issue without prior notice to and

approval of the primary listing exchange

Voting Rights Voting rights shall be as set forth in the applicable Trust prospectus

The Exchange will file separate proposals under Section 19b of the Exchange Act

before trading either by listing or trading pursuant to unlisted trading privileges Trust Issued

Receipts based on separate Investment Shares

Limitation on Liability Neither the Exchange nor any agent of the Exchange shall have

any liability for damages claims losses or expenses caused by any errors omissions or delays

in calculating or disseminating any underlying asset or commodity value the current value of the

underlying asset or commodity if required to be deposited to the Trust in connection with

issuance of Trust Issued Receipts net asset value or other information relating to the purchase

redemption or trading of Trust Issued Receipts resulting from any negligent act or omission by

the Exchange or any agent of the Exchange or any act condition or cause beyond the reasonable

control of the Exchange or its agent including but not limited to an act of God fire flood

extraordinary weather conditions war insurrection riot strike accident action of government

communications or power failure equipment or software malfunction or any error omission or

delay in the reports of transactions in an underlying asset or commodity

Rule 14.4 Commodity-Based Trust Shares

The Exchange will consider for trading whether by listing or pursuant to unlisted trading

privileges Commodity-Based Trust Shares that meet the criteria of this Rule 14.4

Applicability This rule is applicable only to Commodity-Based Trust Shares

Prospectus Delivery Members must provide to all purchasers of newly issued

Commodity-Based Receipts prospectus for the series of Commodity-Based Trust Shares
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Trading Hours Transactions in Commodity-Based Trust Shares will occur during

Regular Trading Hours for each series

Definition Commodity-Based Trust Shares mean securities that are issued by trust

Trust that holds specified commodity deposited with the Trust ii that are issued by such

Trust in specified aggregate minimum number in return for deposit of quantity of the

underlying commodity and iii that when aggregated in the same specified minimum number

may be redeemed at holders request by such Trust that will deliver to the redeeming holder the

quantity of the underlying commodity Commodity is defined in Section a4 of the

Commodity Exchange Act Commodity-Based Trust Shares are included within the definition of

security or securities as such terms are used in the Rules of the Exchange

Designation The Exchange may trade pursuant to unlisted trading privileges

Commodity-Based Trust Shares based on an underlying commodity Each issue of

Commodity-Based Trust Share shall be designated as separate series and shall be identified by

unique symbol

Initial and Continued Listing Commodity-Based Trust Shares will be listed and traded

on the Exchange subject to application of the following criteria

Initial Listing The Exchange will establish minimum number of Commodity-

Based Trust Shares required to be outstanding at the time of commencement of trading on the

Exchange

Continued Listing Following the initial twelve 12 month period following

commencement of trading on the Exchange of Commodity-Based Trust Shares the Exchange

will consider the suspension of trading in or removal from listing of such series under any of the

following circumstances

if the Trust has more than 60 days remaining until termination and there

are fewer than 50 record and/or beneficial holders of Commodity-Based Trust Shares for

30 or more consecutive trading days or

if the Trust has fewer than 50000 receipts issued and outstanding or

if the market value of all receipts issued and outstanding is less than

$1000000 or

if the value of the underlying commodity is no longer calculated or

available on at least 15-second delayed basis from source unaffiliated with the

sponsor Trust custodian or the Exchange or the Exchange stops providing hyperlink

on its Web site to any such unaffiliated commodity value

if the Indicative Trust Value is no longer made available on at least 15-

second delayed basis or

if such other event shall occur or condition exists which in the opinion of

the Exchange makes further dealings on the Exchange inadvisable
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If the Exchange is trading Commodity-Based Trust Shares pursuant to unlisted trading

privileges it will cease trading the Commodity-Based Trust Shares if the primary listing

exchange ceases trading such Shares for any of the above reasons

Upon termination of Trust the Exchange requires that Commodity-Based Trust Shares issued

in connection with such entity Trust be removed from Exchange listing Trust may terminate

in accordance with the provisions of the Trust prospectus which may provide for termination if

the value of the Trust falls below specified amount

Term The stated term of the Trust shall be as stated in the Trust prospectus However

Trust may be terminated under such earlier circumstances as may be specified in the Trust

prospectus

Trustee The following requirements apply

The trustee of Trust must be trust company or banking institution having

substantial capital and surplus and the experience and facilities for handling corporate trust

business In cases where for any reason an individual has been appointed as trustee qualified

trust company or banking institution must be appointed co-trustee

No change is to be made in the trustee of listed issue without prior notice to and

approval of the primary listing exchange

Voting Voting rights
shall be as set forth in the applicable Trust prospectus

Limitation on Liability Neither the Exchange nor any agent of the Exchange shall have

any liability for damages claims losses or expenses caused by any errors omissions or delays

in calculating or disseminating any underlying commodity value the current value of the

underlying commodity required to be deposited to the Trust in connection with issuance of

Commodity-Based Trust Shares resulting from any negligent act or omission by the Exchange

or any agent of the Exchange or any act condition or cause beyond the reasonable control of the

Exchange its agent including but not limited to an act of God fire flood extraordinary

weather conditions war insurrection riot strike accident action of government

communications or power failure equipment or software malfunction or any error omission or

delay in the reports of transactions in an underlying commodity

Interpretations and Policies

.01 Commodity-Based Trust Share is Trust Issued Receipt that holds specified commodity

deposited with the Trust

.02 The Exchange will file separate proposals under Section 19b of the Exchange Act before

trading either by listing or pursuant to unlisted trading privileges Commodity-Based Trust

Shares
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Rule 14.5 Currency Trust Shares

The Exchange will consider for trading whether by listing or pursuant to unlisted trading

privileges Currency Trust Shares that meet the criteria of this Rule 14.5

Applicability This rule is applicable only to Currency Trust Shares

Prospectus Delivery Members must provide to all purchasers of newly issued Currency

Trust Receipts prospectus for the series of Currency Trust Shares

Trading Hours Transactions in Currency Trust Shares will occur during Regular Trading

Hours for each series

Definition Currency Trust Shares mean security that that is issued by trust that

holds specified non-U.S currency deposited with the trust ii when aggregated in some

specified minimum number may be surrendered to the trust by the beneficial owner to receive

the specified non U.S currency and iiipays beneficial owners interest and other distributions

on the deposited non-U.S currency if any declared and paid by the trust Currency Trust Shares

are included within the definition of security or securities as such terms are used in the Rules

of the Exchange

Designation of Non-U.S Currency The Exchange may trade pursuant to unlisted trading

privileges Currency Trust Shares that hold specified non-U.S currency or currencies Each

issue of Currency Trust Share shall be designated as separate series and shall be identified by

unique symbol

Initial and Continued Listing Currency Trust Shares will be listed and traded on the

Exchange subject to application of the following criteria

Initial Listing The Exchange will establish minimum number of Currency Trust

Shares required to be outstanding at the time of commencement of trading on the Exchange

Continued Listing Following the initial twelve 12 month period following

commencement of trading on the Exchange of Currency Trust Shares the Exchange will

consider the suspension of trading in or removal from listing of such series under any of the

following circumstances

if the Trust has more than 60 days remaining until termination and there

are fewer than 50 record and/or beneficial holders of Currency Trust Shares for 30 or

more consecutive trading days

if the Trust has fewer than 50000 Currency Trust Shares issued and

outstanding

if the market value of all Currency Trust Shares issued and outstanding is

less than $1000000
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if the value of the applicable non-U.S currency is no longer calculated or

available on at least 15-second delayed basis from source unaffihiated with the

sponsor Trust custodian or the Exchange or the Exchange stops providing hyperlink

on its Web site to any such unaffiliated applicable non-U.S currency value

if the Indicative Trust Value is no longer made available on at least 15-

second delayed basis or

if such other event shall occur or condition exists which in the opinion of

the Exchange makes further dealings on the Exchange inadvisable

If the Exchange is trading Currency Trust Shares pursuant to unlisted trading privileges it will

cease trading the Currency Trust Shares if the primary listing exchange ceases trading such

Shares for any of the above reasons

Upon termination of Trust the Exchange requires that Currency Trust Shares issued in

connection with such entity Trust be removed from Exchange listing Trust may terminate in

accordance with the provisions of the Trust prospectus which may provide for termination if the

value of the Trust falls below specified amount

Term The stated term of the Trust shall be as stated in the Trust prospectus However

Trust may be terminated under such earlier circumstances as may be specified in the Trust

prospectus

Trustee The following requirements apply

The trustee of Trust must be trust company or banking institution having

substantial capital and surplus and the experience and facilities for handling corporate trust

business In cases where for any reason an individual has been appointed as trustee qualified

trust company or banking institution must be appointed co-trustee

No change is to be made in the trustee of listed issue without prior notice to and

approval of the primary listing exchange

Voting Voting rights
shall be as set forth in the applicable Trust prospectus

Limitation on Liability Neither the Exchange nor any agent of the Exchange shall have

any liability for damages claims losses or expenses caused by any errors omissions or delays

in calculating or disseminating any applicable non-U.S currency value the current value of the

applicable non-U.S currency required to be deposited to the Trust in connection with issuance of

Currency Trust Shares net asset value or any other information relating to the purchase

redemption or trading of the Currency Trust Shares resulting from any negligent act or omission

by the Exchange or any agent of the Exchange or any act condition or cause beyond the

reasonable control of the Exchange its agent including but not limited to an act of God fire

flood extraordinary weather conditions war insurrection riot strike accident action of

government communications or power failure equipment or software malfunction or any error

omission or delay in the reports of transactions in an applicable non-U.S currency
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Interpretations and Policies

.01 Currency Trust Share is Trust Issued Receipt that holds specified non-U.S currency

deposited with the Trust

.02 The Exchange will file
separate proposals under Section 19b of the Exchange Act before

trading either by listing or pursuant to unlisted trading privileges Currency Trust Shares

Rule 14.6 Partnership Units

The Exchange will consider for trading whether by listing or pursuant to unlisted trading

privileges Partnership Units that meet the criteria of this Rule 14.6

Definitions The following terms as used in the Rule shall unless the context otherwise

requires have the meanings herein specified

Commodity The term commodity is defined in Section 1a4 of the

CommodityExchange Act

Partnership Units The term Partnership Units for purposes of this Rule means

security that is issued by partnership that invests in any combination of futures contracts

options on futures contracts forward contracts commodities and/or securities and that is

issued and redeemed daily in specified aggregate amounts at net asset value

Designation The Exchange may list and trade Partnership Units based on an underlying

asset commodity or security Each issue of Partnership Unit shall be designated as separate

series and shall be identified by unique symbol

Trading Hours Transactions in Partnership Units will occur during Regular Trading

Hours for each series

Initial and Continued Listing Partnership Units will be listed and/or traded on the

Exchange subject to application of the following criteria

Initial Listing The Exchange will establish minimum number of Partnership

Units required to be outstanding at the time of commencement of trading on the Exchange

Continued Listing The Exchange will consider removing from listing Partnership

Units under any of the following circumstances

if following the initial twelve 12 month period following the

commencement of trading of Partnership Units the partnership has more than 60 days

remaining until termination and there are fewer than 50 record and/or beneficial holders

of Partnership Units for 30 or more consecutive trading days ii if the partnership has

fewer than 50000 Partnership Units issued and outstanding or iii if the market value of

all Partnership Units issued and outstanding is less than $1000000
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if the value of the underlying benchmark investment commodity or asset

is no longer calculated or available on at least 15 second delayed basis or the Exchange

stops providing hyperlink on its website to any such investment commodity or asset

value

if the Indicative Partnership Value is no longer made available on at least

15-second delayed basis or

if such other event shall occur or condition exists which in the opinion of

the Exchange makes further dealings on the Exchange inadvisable

If the Exchange is trading Partnership Units pursuant to unlisted trading privileges it will cease

trading the Partnership Units if the primary listing exchange ceases trading such Units for any of

the above reasons

Upon termination of partnership the Exchange requires that Partnership Units issued in

connection with such partnership be removed from Exchange listing partnership will

terminate in accordance with the provisions of the partnership prospectus

Term The stated term of the partnership shall be as stated in the prospectus However

such entity may be terminated under such earlier circumstances as may be specified in the

Partnership prospectus

General Partner The following requirements apply

The general partner of partnership must be an entity having substantial capital

and surplus and the experience and facilities for handling partnership business In cases where

for any reason an individual has been appointed as general partner qualified entity must also

be appointed as general partner

No change is to be made in the general partner of listed issue without prior

notice to and approval of the primary listing exchange

Voting Voting rights shall be as set forth in the applicable partnership prospectus

Limitation of Liability Neither the Exchange nor any agent of the Exchange shall have

any liability for damages claims losses or expenses caused by any errors omissions or delays

in calculating or disseminating any underlying asset or commodity value the current value of the

underlying asset or commodity if required to be deposited to the partnership in connection with

issuance of Partnership Units net asset value or other information relating to the purchase

redemption or trading of Partnership Units resulting from any negligent act or omission by the

Exchange or any agent of the Exchange or any act condition or cause beyond the reasonable

control of the Exchange or its agent including but not limited to an act of God fire flood

extraordinary weather conditions war insurrection riot strike accident action of government

communications or power failure equipment or software malfunction or any error omission or

delay in the reports of transactions in an underlying asset or commodity
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The Exchange will file separate proposals under Section 19b of the Exchange Act

before listing and trading separate and distinct Partnership Units designated on different

underlying investments commodities and/or assets

Interpretations
and Policies

.01 The Exchange requires Members to provide to all purchasers of newly issued Partnership

Units prospectus for the series of Partnership Units

Rule 14.7 Equity Index-Linked Securities Commodity-Linked Securities and Currency-Linked

Securities

The Exchange will consider listing and/or trading equity index-linked securities Equity Index-

Linked Securities commodity-linked securities Commodity-Linked Securities and

currency-linked securities Currency-Linked Securities and together with Equity Index-

Linked Securities and Commodity-Linked Securities Index-Linked Securities that in each

case meet the applicable criteria of this Rule 14.7 Equity Index-Linked Securities are securities

that provide for the payment at maturity of cash amount based on the performance of an

underlying index or indexes of equity securities The payment at maturity with respect to

Commodity-Linked Securities and Currency-Linked Securities is based on in the case of

Commodity-Linked Securities one or more physical commodities or commodity futures options

or other commodity derivatives or Commodity-Based Trust Shares as defined in Rule 14.4 or

basket or index of any of the foregoing the Commodity Reference Asset or ii in the case of

Currency-Linked Securities one or more currencies or options or currency futures or other

currency derivatives or Currency Trust Shares as defined in Rule 14.5 or basket or index of

any of the foregoing the Currency Reference Asset Index-Linked Securities may or may not

provide for the repayment of the original principal investment amount The Exchange may
submit rule filing pursuant to Section 9b2 of the Exchange Act to permit the listing

and/or

trading of Index-Linked Securities that do not otherwise meet the standards set forth below in

paragraphs through

The Exchange will consider for listing and/or trading pursuant to Rule 9b-4e under the

Exchange Act securities under this Rule 14.7 provided the following criteria are met

Issuer Listing Standards The issuer must be an entity that

If the issuer is company listed on the New York Stock Exchange NYSE Arca

American Stock Exchange or NASDAQ Stock Market the entity must be company in good

standing i.e meets the continued listing criteria of such exchange

If not listed the issuer must meet the following criteria

The issuer shall have assets in excess of $100 million and stockholders

equity of at least $10 million In the case of an issuer which is unable to satisfy the

earnings criteria set forth in iibelow the Exchange generally will require the issuer to

have the following assets in excess of $200 million and stockholders equity of at

least $10 million or assets in excess of $100 million and stockholders equity of at

least $20 million
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The issuers pre-tax income from continuing operations shall substantially

exceed $750000 in its last fiscal year or in two of its last three fiscal years Sovereign

issuers will be evaluated on case-bycase basis

Either

Has minimum tangible net worth of $250 million if the Index-Linked

Securities are fully and unconditionally guaranteed by an affiliate of the issuer the

Exchange will rely on such affiliates tangible net worth for purposes of this

requirement or

Has minimum tangible net worth of $150 million and the original issue

price of the Index-Linked Securities combined with all of the issuers other Index-

Linked Securities listed on national securities exchange or otherwise publicly traded in

the United States is not greater
than 25 percent of the issuers tangible net worth at the

time of issuance if the Index-Linked Securities are fully and unconditionally guaranteed

by an affiliate of the issuer the Exchange will apply the provisions of this paragraph to

such affiliate instead of the issuer and will include in its calculation all Index-Linked

Securities that are fully and unconditionally guaranteed by such affiliate

Is in compliance with Rule 1OA-3 under the Exchange Act

Issue Listing Standards The issue must

Have minimum public distribution of at least million units except if the

Index-Linked Security is traded in thousand dollar denominations

Have at least 400 holders except if the Index-Linked Securities are redeemable at

the option of the holders thereof on at least weekly basis or the Index-Linked Security is traded

in thousand dollar denominations

Have principal amount/aggregate market value of not less than $4 million

Have minimum term of one year but not greater than thirty 30 years

Be the non-convertible debt of the issuer

Not base its payment at maturity on multiple of the negative performance of an

underlying index or indexes Commodity Reference Asset or Currency Reference Asset as the

case may be although the payment at maturity may or may not provide for multiple of the

positive performance of an underlying index or indexes Commodity Reference Asset or

Currency Reference Asset as the case may be In addition the issue must meet one of the criteria

set forth in or below

Equity Index-Linked Securities Listing Standards
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Initial Listing The Exchange will consider listing Equity Index-Linked Securities

that meet the requirements of this subparagraph where the payment at maturity is based on

an index or indexes of equity securities The issue must meet the following initial listing criteria

Each underlying index is required to have at least ten 10 component

securities of different issuers

The index or indexes to which the security is linked shall either have

been reviewed and approved for the trading of investment company units or options or

other derivatives by the Commission under Section 19b2 of the Exchange Act and

rules thereunder and the conditions set forth in the Commissions approval order

including comprehensive surveillance sharing agreements for non-U.S stocks continue

to be satisfied or ii the index or indexes meet the following criteria

Each component security has minimum market value of at least

$75 million except that for each of the lowest dollar weighted component

securities in the index that in the aggregate account for no more than 10% of the

dollar weight of the index the market value can be at least $50 million

ii Each component security shall have trading volume in each of the

last six months of not less than 1000000 shares per month except that for each

of the lowest dollar weighted component securities in the index that in the

aggregate account for no more than 10% of the dollar weight of the index the

trading volume shall be at least 500000 shares per month in each of the last six

months

iii Indexes based upon the equal-dollar or modified equal dollar

weighting methodology will be rebalanced at least quarterly

iv In the case of capitalization weighted index or modified

capitalization weighted index the lesser of the five highest dollar weighted

component securities in the index or the highest dollar weighted component

securities in the index that in the aggregate represent at least 30% of the total

number of component securities in the index each have an average monthly

trading volume of at least 2000000 shares over the previous six months

No underlying component security will represent more than 25%

of the dollar weight of the index and the five highest dollar weighted component

securities in the index will not in the aggregate account for more than 50% of the

weight of the index 60%for an index consisting of fewer than 25 component

securities

vi 90% of the indexs dollar weight and at least 80% of the total

number of component securities will meet the then current criteria for

standardized options trading on national securities exchange and

vii All component securities shall be either securities other than

foreign country securities and American Depositary Receipts ADR5 that are
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issued by Exchange Act reporting company which is listed on national

securities exchange and ii an NMS stock as defined in Rule 600 of SEC

Regulation NMS or be foreign country securities or ADRs provided that

foreign country securities or foreign country securities underlying ADRs having

their primary trading market outside the United States on foreign trading markets

that are not members of the Intermarket Surveillance Group or parties to

comprehensive surveillance sharing agreements with the Exchange will not in the

aggregate represent more than 20% of the dollar weight of the index

Continued Listing The issue must meet the following continued listing criteria

The Exchange will commence delisting or removal proceedings if any of

the initial listing criteria described in above are not continuously maintained

except that

the criteria that no single component represent more than 25% of

the dollar weight of the index and the five highest dollar weighted components in

the index can not represent more than 50% or 60% for indexes with less than 25

components of the dollar weight of the index need only be satisfied for

capitalization weighted modified capitalization weighted and price weighted

indexes as of the first day of January and July in each year

ii the total number of components in the index may not increase or

decrease by more than 33-1/3% from the number of components in the index at

the time of its initial listing and in no event may be less than ten 10
components

iii the trading volume of each component security in the index must

be at least 500000 shares for each of the last six months except that for each of

the lowest dollar weighted components in the index that in the aggregate account

for no more than 10% of the dollar weight of the index trading volume must be at

least 400000 shares for each of the last six months and

iv in capitalization weighted index or modified capitalization

weighted index the lesser of the five highest weighted component securities in

the index or the highest weighted component securities in the index that in the

aggregate represent at least 30% of the total number of stocks in the index have

had an average monthly trading volume of at least 1000000 shares over the

previous six months

In connection with an Equity Index-Linked Security that is listed pursuant

to Rule 14.7 the Exchange will commence delisting or removal proceedings if an

underlying index or indexes fails to satisfy the maintenance standards or conditions for

such index or indexes as set forth by the Commission in its order under Section 19b2
of the Exchange Act approving the index or indexes for the trading of options or other

derivatives
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The Exchange will also commence delisting or removal proceedings under

any of the following circumstances

if the aggregate market value or the principal amount of the Equity

Index-Linked Securities publicly held is less than $400000

ii if the value of the index or composite value of the indexes if

applicable is no longer calculated or widely disseminated on at least 15-second

basis during the time the Equity Index-Linked Securities trade on the Exchange

or

iii if such other event shall occur or condition exists which in the

opinion of the Exchange makes further dealings on the Exchange inadvisable

Commodity-Linked Securities Listing Standards

Initial Listing The issue must meet the initial listing standard set forth in either

or below and both initial listing standards set forth in and below

The Commodity Reference Asset to which the security is linked shall have

been reviewed and approved for the trading of Commodity Trust Shares or options or

other derivatives by the Commission under Section 9b2 of the Exchange Act and

rules thereunder and the conditions set forth in the Commissions approval order

including with respect to comprehensive surveillance sharing agreements continue to be

satisfied

The pricing information for each component of Commodity Reference

Asset must be derived from market which is an Intermarket Surveillance Group ISG
member or affiliate or with which the Exchange has comprehensive surveillance

sharing agreement Notwithstanding the previous sentence pricing information for gold

and silver may be derived from the London Bullion Market Association

the value of the Commodity Reference Asset must be calculated and

widely disseminated on at least 15-second basis during the time the Commodity-Linked

Securities trade on the Exchange and

in the case of Commodity-Linked Securities that are periodically

redeemable the indicative value of the subject Commodity-Linked Securities must be

calculated and widely disseminated by one or more major market data vendors on at least

15-second basis during the time the Commodity-Linked Securities trade on the

Exchange

Continued Listing The issue must meet the following continued listing criteria

The Exchange will commence delisting or removal proceedings if any of

the initial listing criteria described above are not continuously maintained

Notwithstanding the foregoing an issue will not be delisted for failure to have

comprehensive surveillance sharing agreements if the Commodity Reference Asset has
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at least 10 components and the Exchange has comprehensive surveillance sharing

agreements with respect to at least 90% of the dollar weight of the Commodity Reference

Asset

The Exchange will also commence delisting or removal proceedings

If the aggregate market value or the principal amount of the

Commodity-Linked Securities publicly held is less than $400000

ii The value of the Commodity Reference Asset is no longer

calculated or available and new Commodity Reference Asset is substituted

unless the new Commodity Reference Asset meets the requirements of this Rule

14.7 or

iii if such other event shall occur or condition exists which in the

opinion of the Exchange makes further dealings on the Exchange inadvisable

Currency-Linked Securities Listing Standards

Initial Listing The issue must meet the initial listing standard set forth in either

or below and both initial listing standards set forth in and below

The Currency Reference Asset to which the security is linked shall have

been reviewed and approved for the trading of Currency Trust Shares or options or other

derivatives by the Commission under Section 9b2 of the Exchange Act and rules

thereunder and the conditions set forth in the Commissions approval order including

with respect to comprehensive surveillance sharing agreements continue to be satisfied

The pricing information for each component of Currency Reference

Asset must be the generally accepted spot price for the currency exchange rate in

question or ii derived from market which is an ISG member or affiliate or with

which the Exchange has comprehensive surveillance sharing agreement and is the

pricing source for components of Currency Reference Asset that has previously been

approved by the Commission

the value of the Currency Reference Asset must be calculated and widely

disseminated on at least 15-second basis during the time the Currency-Linked Securities

trade on the Exchange and

in the case of Currency-Linked Securities that are periodically redeemable

the indicative value of the subject Currency-Linked Securities must be calculated and

widely disseminated by one or more major market data vendors on at least 15-second

basis during the time the Currency-Linked Securities trade on the Exchange

Continued Listing The issue must meet the following continued listing criteria

The Exchange will commence delisting or removal proceedings if any of

the initial listing criteria described above is not continuously maintained
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Notwithstanding the foregoing an issue will not be delisted for failure to have

comprehensive surveillance sharing agreements if the Currency Reference Asset has at

least ten 10 components and the Exchange has comprehensive surveillance sharing

agreements with respect to at least 90% of the dollar weight of the Currency Reference

Asset

The Exchange will also commence delisting or removal proceedings under

any of the following circumstances

If the aggregate market value or the principal amount of the

Currency-Linked Securities publicly held is less than $400000

ii If the value of the Currency Reference Asset is no longer

calculated or available and new Currency Reference Asset is substituted unless

the new Currency Reference Asset meets the requirements of this Rule 14.7 or

iii If such other event shall occur or condition exists which in the

opinion of the Exchange makes further dealings on the Exchange inadvisable

Firewalls If the value of an Index-Linked Security listed under Rule 14.7 is based in

whole or in part on an index that is maintained by broker or dealer the broker or dealer shall

erect firewall around the personnel responsible for the maintenance of such index or who

have access to information concerning changes and adjustments to the index and the index shall

be calculated by third party who is not broker or dealer Any advisory committee

supervisory board or similar entity that advises an index licensor or administrator or that makes

decisions regarding the index or portfolio composition methodology and related matters must

implement and maintain or be subject to procedures designed to prevent the use and

dissemination of material non-public information regarding the applicable index or portfolio

Index-Linked Securities will be subject to the Exchanges equity trading rules

Trading Halts

In the case of Commodity- or Currency-Linked Securities if the indicative value

or the Commodity Reference Asset value or Currency Reference Asset value as the case may be

applicable to series of securities is not being disseminated as required or in the case of Equity

Index-Linked Securities if the value of the index is not being disseminated as required the

Exchange may halt trading during the day on which such interruption first occurs If such

interruption persists past the trading day in which it occurred the Exchange will halt trading no

later than the beginning of the trading day following the interruption

With respect to Index-Linked Securities admitted to dealings by the Exchange on

an unlisted trading privileges basis the Exchange will halt trading in accordance with Rule

14.1a if such Index-Linked Security is no longer listed or trading on the primary market

Surveillance Procedures The Exchange will implement written

surveillance procedures for Index-Linked Securities including adequate comprehensive
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surveillance sharing agreements with markets trading in the underlying components as

applicable

Rule 14.8 Portfolio Depositary Receipts

The Exchange will consider for trading whether by listing or pursuant to unlisted

trading privileges Portfolio Depositary Receipts that meet the criteria of this Rule 14.8

Applicability This Rule is applicable only to Portfolio Depositary Receipts

Trading Hours Transactions in Portfolio Depositary Receipts will occur during Regular

Trading Hours for each series

Definitions

Portfolio Depositary Receipt The term Portfolio Depositary Receipt means

security

that is based on unit investment trust Trust which holds the securities

which comprise an index or portfolio underlying series of Portfolio Depositary

Receipts

that is issued by the Trust in specified aggregate minimum number in

return for Portfolio Deposit consisting of specified numbers of shares of stock plus

cash amount

that when aggregated in the same specified minimum number may be

redeemed from the Trust which will pay to the redeeming holder the stock and cash then

comprising the Portfolio Deposit and

that pays holders periodic cash payment corresponding to the regular

cash dividends or distributions declared with respect to the component securities of the

stock index or portfolio of securities underlying the Portfolio Depositary Receipts less

certain expenses and other charges as set forth in the Trust prospectus

Reporting Authority The term Reporting Authority in respect of particular

series of Portfolio Depositary Receipts means the Exchange an institution including the Trustee

for series of Portfolio Depositary Receipts or reporting service designated by the Exchange

or by the exchange that lists particular series of Portfolio Depositary Receipts if the Exchange

is trading such series pursuant to unlisted trading privileges as the official source for calculating

and reporting information relating to such series including but not limited to any current index

or portfolio value the current value of the portfolio
of securities required to be deposited to the

Trust in connection with issuance of Portfolio Depositary Receipts the amount of any dividend

equivalent payment or cash distribution to holders of Portfolio Depositary Receipts net asset

value or other information relating to the creation redemption or trading of Portfolio Depositary

Receipts
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Designation of an Index or Portfolio The trading of Portfolio Depositary Receipts based

on one or more stock indexes or securities portfolios whether by listing or pursuant to unlisted

trading privileges shall be considered on case-by-case basis The Portfolio Depositary Receipts

based on each particular stock index or portfolio shall be designated as separate series and shall

be identified by unique symbol The stocks that are included in an index or portfolio on which

Portfolio Depositary Receipts are based shall be selected by the Exchange or by such other

person as shall have proprietary interest in and authorized use of such index or portfolio and

may be revised from time to time as may be deemed necessary or appropriate to maintain the

quality and character of the index or portfolio

Initial and Continued Listing and/or Trading Trust upon which series of Portfolio

Depositary Receipts is based will be traded on the Exchange whether by listing or pursuant to

unlisted trading privileges subject to application of the following criteria

Commencement of Trading For each Trust the Exchange will establish

minimum number of Portfolio Depositary Receipts required to be outstanding at the time of

commencement of trading on the Exchange

Continued Trading Following the initial twelve 12 month period following

formation of Trust and commencement of trading on the Exchange the Exchange will consider

the suspension of trading in or removal from listing of or termination of unlisted trading

privileges for Trust upon which series of Portfolio Depositary Receipts is based under any of

the following circumstances

if the Trust has more than 60 days remaining until termination and there

are fewer than 50 record and/or beneficial holders of Portfolio Depositary Receipts for 30

or more consecutive trading days or

if the value of the index or portfolio of securities on which the Trust is

based is no longer calculated or available or

if such other event shall occur or condition exists which is the opinion of

the Exchange makes further dealings on the Exchange inadvisable

If the Exchange is trading the Portfolio Depositary Receipts pursuant to unlisted trading

privileges it will cease trading the Portfolio Depositary Receipts if the primary listing exchange

ceases trading the Portfolio Depositary Receipts for any of the above reasons

Upon termination of Trust the Exchange requires that Portfolio Depositary Receipts issued in

connection with such Trust be removed from Exchange listing or have their unlisted trading

privileges
terminated Trust may terminate in accordance with the provisions of the Trust

prospectus which may provide for termination if the value of securities in the Trust falls below

specified amount

Term The stated term of the Trust shall be as stated in the Trust prospectus However

Trust may be terminated under such earlier circumstances as may be specified in the Trust

prospectus
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Trustee The trustee must be trust company or banking institution having substantial

capital and surplus and the experience and facilities for handling corporate trust business In

cases where for any reason an individual has been appointed as trustee qualified trust

company or banking institution must be appointed co-trustee

Voting Rights Voting rights shall be as set forth in the Trust prospectus The Trustee of

Trust may have the right to vote all of the voting securities of such Trust

Provision of Prospectus and Written Description

In connection with any series of Portfolio Depositary Receipts listed or traded on

the Exchange Members must provide to all purchasers of such series of Portfolio Depositary

Receipts written description of the terms and characteristics of such securities in form

prepared or approved by the Exchange not later than the time confirmation of the first

transaction in such security is delivered to such purchaser In addition Members must include

such written description with any sales material relating to such series of Portfolio Depositary

Receipts that is provided to customers or the public Any other written materials provided by

Member to customers or the public making specific reference to such series of Portfolio

Depositary Receipts as an investment vehicle must include statement in substantially the

following form circular describing the terms and characteristics of series of Portfolio

Depositary Receipts has been prepared by name and is available from your broker or the

EDGA EXCHANGE It is recommended that you obtain and review such circular before

purchasing series of Portfolio Depositary Receipts In addition upon request you may

obtain from your broker prospectus for series of Portfolio Depositary Receipts

Member carrying an omnibus account for non-Member broker-dealer is

required to inform such non-Member that execution of an order to purchase series of Portfolio

Depositary Receipts for such onmibus account will be deemed to constitute agreement by the

non-Member to make such written description available to its customers on the same terms as are

directly applicable to Members under this rule

Upon request of customer Member shall also provide prospectus for the

particular series of Portfolio Depositary Receipts

Limitation of Exchange Liability

Neither the Exchange the Reporting Authority nor any agent of the Exchange

shall have any liability for damages claims losses or expenses caused by any errors omissions

or delays in calculating or disseminating any current index or portfolio value the current value

of the portfolio of securities required to be deposited to the Trust the amount of any dividend

equivalent payment or cash distribution to holders of Portfolio Depositary Receipts net asset

value or other information relating to the creation redemption or trading of Portfolio Depositary

Receipts resulting from any negligent act or omission by the Exchange or the Reporting

Authority or any agent of the Exchange or any act condition or cause beyond the reasonable

control of the Exchange or its agent or the Reporting Authority including but not limited to an

act of God fire flood extraordinary weather conditions war insurrection riot strike accident
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action of government communications or power failure equipment or software malfunction or

any error omission or delay in the reports of transactions in one or more underlying securities

No Warranties Neither the Exchange any affiliate nor the Reporting Authority makes

any express or implied warranty as to results that any person or party may obtain by using

any Portfolio Depositary Receipt or any underlying index or data included therein The

Exchange its affiliates and Reporting Authority makes no express or implied warranties and

disclaims all warranties of merchantability or fitness for particular purpose or use with respect

to Portfolio Depositary Receipts or any underlying index or data included therein

Interpretations
and Policies

.01 The Exchange may approve series of Portfolio Depositary Receipts for trading whether by

listing or pursuant to unlisted trading privileges pursuant to Rule 9b-4e under the Exchange

Act provided each of the following criteria is satisfied

Eligibility Criteria for Index Components

Upon the initial listing of series of Portfolio Depositary Receipts on the

Exchange or if the Exchange is trading the Portfolio Depositary Receipts pursuant to unlisted

trading privileges upon the initial listing on the primary exchange the component stocks of an

index or portfolio underlying such series of Portfolio Depositary Receipts shall meet the

following criteria

Component stocks that in the aggregate account for at least 90% of the

weight of the index or portfolio shall have minimum market value of at least $75

million

The component stocks shall have minimum monthly trading volume

during each of the last six months of at least 250000 shares for stocks representing at

least 90% of the weight of the index or portfolio

The most heavily weighted component stock cannot exceed 25% of the

weight of the index or portfolio and the five most heavily weighted component stocks

cannot exceed 65% of the weight of the index or portfolio

The underlying index or portfolio must include minimum of 13 stocks

and

All securities in an underlying index or portfolio must be listed on

national securities exchange

Index Methodology and Calculation

The index underlying series of Portfolio Depositary Receipts will be calculated

based on either the market capitalization modified market capitalization price equal-dollar or

modified equal-dollar weighting methodology
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If the index is maintained by broker-dealer the broker-dealer shall erect fire

wall around the personnel who have access to information concerning changes and adjustments

to the index and the index shall be calculated by third party who is not broker-dealer and

The current index value will be disseminated every 15 seconds over the

Consolidated Tape Associations Network

Disseminated Information

The Reporting Authority will disseminate for each series of Portfolio Depositary

Receipts an estimate updated every 15 seconds of the value of share of each series This may

be based for example upon current information regarding the required deposit of securities and

cash amount to permit creation of new shares of the series or upon the index value

Initial Shares Outstanding

minimum of 100000 shares of series of Portfolio Depositary Receipts is

required to be outstanding at the time of commencement of trading on the Exchange

Trading Increment

The minimum trading increment for series of Portfolio Depositary Receipts

shall be $.0l

Surveillance Procedures

The Exchange will implement written surveillance procedures for Portfolio Depositary Receipts

Rule 14.9 Equity-Linked Debt Securities

Equity-Linked Debt Securities ELDS are limited term non-convertible debt obligations of an

issuer where the value of the debt is based at least in part on the value of another issuers

common stock or non-convertible preferred stock The Exchange may approve ELDS for listing

and/or trading pursuant to Rule 9b-4e under the Exchange Act provided that the criteria set

out below are satisfied

ELDS Issuer Listing Standards

If the issuer is company listed on the New York Stock Exchange NYSE Area

American Stock Exchange or NASDAQ Stock Market the entity must be company in good

standing i.e meets the continued listing criteria of such exchange

The ELDS issuer must in all cases have either

minimum tangible net worth of $250 million or

minimum tangible net worth of $150 million and the original issue price

of the ELDS combined with all of the issuers other ELDS listed on national securities
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exchange or otherwise publicly traded in the United States may not be greater than 25

percent of the issuers net worth at the time of issuance

ELDS Listing Standards The issue must have

At least million ELDS outstanding

At least 400 holders

An aggregate market value of at least $4 million

minimum life of one year

Linked Equity Listing Standards

An equity security on which the value of the debt is based must

Have either

market capitalization of at least $3 billion and trading volume

of at least 2.5 million shares in the one-year period preceding the listing of the

ELDS

ii market capitalization of at least $1.5 billion and trading volume

of at least 10 million shares in the one-year period preceding the listing of the

ELDS or

iii market capitalization of at least $500 million and trading volume

of at least 15 million shares in the one-year preceding the listing of the ELDS

Be issued by company that has continuous reporting obligation under

the Act as amended and be listed on national securities exchange and be subject to last

sale reporting

Be issued either by

U.S company or

ii non-U.S company including company that is traded in the

United States through American Depositary Receipts ADRs if there are at

least 2000 holders of the security and either

the Exchange or if the ELDS is to be traded pursuant to unlisted trading

privileges any other national securities exchange that is the primary U.S market for such

security has in place with the primary exchange in the country where the security is

primarily traded or in the case of sponsored ADR the primary exchange in the home

country where the security underlying the ADR is primarily traded an effective

comprehensive surveillance information sharing agreement
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The Relative U.S Volume is at least 50 percent for purposes of this

subsection the term Relative U.S Volume shall mean the ratio of the combined

trading volume on share-equivalent basis of the security and related securities

including ADRs overlying such security in the United States and in any other market

with which the Exchange for ELDS that are listed on the Exchange or with which any

other national securities exchange that is the primary U.S market for such ELDS if the

ELDS is to be traded on the Exchange pursuant to unlisted trading privileges has in

place an effective comprehensive surveillance information sharing agreement to ii the

world-wide trading volume in such securities or

During the six months preceding the listing of the ELDS on the Exchange

or for ELDS traded on the Exchange pursuant to unlisted trading privileges preceding

the listing of the ELDS on the primary U.S market for such security the following

trading volume standards were met

the combined trading volume of the security including the security

itself any ADR overlying the security adjusted on share equivalent basis and

any other classes of stock related to the underlying security in the United States

is at least 20 percent of the combined world-wide trading volume in the security

and in related securities

ii the average daily trading volume for the security or if traded in

the form of an ADR the ADR overlying such security in the U.S market is

100000 or more shares and

iii the trading volume for the security or if traded in the form of an

ADR the ADR overlying such security is at least 60000 per day in the U.S

market on majority of the trading days during the six-month period

Limits on Number of ELDS

The issuance of ELDS relating to any underlying U.S security may not exceed

five percent of the total outstanding shares of such underlying security The issuance of ELDS

relating to any underlying non-U.S security or sponsored ADR may not exceed

two percent of the total worldwide outstanding shares of such security if at

least 20 percent of the worldwide trading volume in the security and related securities

during the six-month period preceding the date of listing occurs in the U.S market

three percent of the total worldwide outstanding shares of such security if

at least 50 percent of the worldwide trading volume in the security and related securities

during the six-month period preceding the date of listing occurs in the U.S market or

five percent of the total worldwide outstanding shares of such security if at

least 70 percent of the worldwide trading volume in the security and related securities

during the six-month period preceding the date of listing on the Exchange for ELDS that

are listed on the Exchange or listing on the national securities exchange that is the

101



primary U.S market for such ELDS if the ELDS is to be traded on the Exchange

pursuant to unlisted trading privileges occurs in the U.S market

If an issuer proposes to issue ELDS that relate to more than the allowable percentages of the

underlying security specified in this subsection then the Exchange in consultation with the

Commission will evaluate the maximum percentage of ELDS that may be issued on case-by

case basis

Prior to the commencement of trading of particular ELDS designated pursuant to this

Rule the Exchange will distribute circular to its Members providing guidance regarding

Member compliance responsibilities including suitability recommendations and account

approval when handling transactions in ELDSs
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CHAPTER XV DUES FEES ASSESSMENTS AND OTHER CHARGES EFFECTIVE

DATE

Rule 15.1 Authority to Prescribe Dues Fees Assessments and Other Charges

Generally The Exchange may prescribe such reasonable dues fees assessments or other

charges as it may in its discretion deem appropriate Such dues fees assessments and charges

may include membership dues transaction fees communication and technology fees regulatory

charges listing fees and other fees and charges as the Exchange may determine All such dues

fees and charges shall be equitably allocated among Members issuers and other persons using

the Exchanges facilities

Regulatory Transaction Fee Under Section 31 of the Act the Exchange must pay certain

fees to the Commission To help fund the Exchanges obligations to the Commission under

Section 31 this Regulatory Transaction Fee is assessed to Members To the extent there may be

any excess monies collected under this Rule the Exchange may retain those monies to help fund

its general operating expense Each Member engaged in executing transactions on the Exchange

shall pay in such manner and at such times as the Exchange shall direct Regulatory

Transaction Fee equal to the rate determined by the Commission to be applicable to covered

sales occurring on the Exchange in accordance with Section 31 of the Act multiplied by ii the

Members aggregate dollar amount of covered sales occurring on the Exchange during any

computational period

Schedule of Fees The Exchange will provide Members with notice of all relevant dues

fees assessments and charges of the Exchange Such notice may be made available to Members

on the Exchanges website or by any other method deemed reasonable by the Exchange
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LIMITED LIABILITY COMPANY AGREEMENT
OF

MAPLE MERGER SUB LLC

THIS LIMITED LIABILITY COMPANY AGREEMENT the Agreement of Maple

Merger Sub LLC the Company dated as of this 22nd day of August 2008 by Direct Edge

Holdings LLC as the sole member of the Company the Sole Member Capitalized terms used

herein and not otherwise defined herein shall have the meanings set forth in Article IL

RECITALS

WHEREAS the Certificate of Formation of the Company was filed with the Office of the

Secretary of State of the State of Delaware on August 21 2008

WHEREAS on August 22 2008 the Sole Member International Securities Exchange

Holdings Inc International Securities Exchange LLC 1SF LLC 1SF Stock Exchange LLC
Delaware limited liability company and the Company among others entered into that certain

Transaction Agreement the Transaction Agreement

WHEREAS in accordance with the terms and conditions of the Transaction Agreement

among other things ISE Stock Exchange LLC which operates marketplace for the trading of

U.S cash equity securities as facility of ISE LLC the 1SF Facility will merge with and into

the Company the Merger with the Company being the surviving entity

WHEREAS the Company intends to operate the ISE Facility the Facility and 1SF

LLC shall continue to have regulatory authority and responsibility over the Company and the

Facility and

WHEREAS the Sole Member desires to adopt the Agreement upon the terms and

conditions hereinafter set forth

NOW THEREFORE in consideration of the promises and covenants contained herein

and for other good and valuable consideration the receipt and adequacy of which is hereby

specifically acknowledged the Sole Member agrees that the Agreement is hereby adopted in its

entirety as follows

ARTICLE

The Limited Liability Company

1.1 Formation The Company was formed as limited liability company

under the Act by the filing of the Certificate of Formation with the Office of the Secretary of

State of the State of Delaware on August 21 2008 The Company shall accomplish all filing

recording publishing and other acts necessary or appropriate for compliance with all

requirements for operation of the Company as limited liability company under this Agreement

arid the Act and under all other laws of the State of Delaware and such other jurisdictions in

which the Company determines that it may conduct business

1.2 Name The name of the Company shall be Maple Merger Sub LLC and

its business shall be carried on in such name with such variations and changes as the Sole

Member shall determine or deem necessary to comply with requirements of the jurisdictions in

which the Companys operations are conducted
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1.3 Business Purpose Powers Subject to the limitations on the activities of

the Company otherwise specified in this Agreement the Company is formed for the purpose of

engaging in any lawful business purpose or activity for which limited liability companies may

be formed under the Act and shall possess and may exercise all the powers and privileges

granted by the Act or by any other law or by this Agreement together with any powers incidental

thereto so far as such powers and privileges are necessary or convenient to the conduct

promotion or attainment of the business purposes or activities of the Company

1.4 Registered Of/Ice and Agent The location of the registered office of the

Company shall be 1209 Orange Street in the City of Wilmington County of New Castle

Delaware The Companys Registered Agent at such address shall be The Corporation Trust

Company
1.5 Reulatory Status The Company shall be the operator of the Facility

facility of registered national securities exchange pursuant to the Exchange Act as amended

and the rules and regulations promulgated thereunder subject to regulation by ISE LLC and

oversight by the SEC ISE LLC will act as the self-regulatory organization for the market that is

to be operated by the Company ISE LLC will have regulatory responsibility for the activities of

the Company but may enter into arrangements with the Financial Industry Regulatory Authority

FINRA to perform some of ISE LLCs regulatory functions

1.6 Authority of ISE

Notwithstanding anything contained in this Agreement to the contrary so long

as the Company operates the Facility in the event that 1SF LLC in its sole discretion reasonably

and in good faith determines that any action transaction or aspect of an action or transaction is

necessary or appropriate for or interferes with the performance or fulfillment of 1SF LLC

regulatory
functions or its responsibilities under the Exchange Act or such action transaction or

aspect of an action or transaction is specifically required by the SEC no such action

transaction or aspect of an action or transaction shall be authorized undertaken or effective

without ISE LLCs prior approval and ii 1SF LLC shall have the sole and exclusive right to

direct that any such necessary or appropriate action as it may reasonably and in good faith

determine in its sole discretion be taken or transaction be undertaken by or on behalf of the

Company without regard to any other party in any capacity

ISE LLC shall receive notice of planned or proposed changes to the Company

but not to include changes relating solely to one or more of the following marketing

administrative matters personnel matters social or team-building events meetings of members

communications with members finance market research real property equipment furnishings

personal property intellectual property insurance contracts unrelated to the operation of the

Facility and de minimis items and the Facility Any such changes must be affirmatively

approved by 1SF LLC prior to implementation

1.7 Term Subject to the provisions of Article VIII below the Company shall

have perpetual existence
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ARTICLE II

Definitions

2.1 Definitions The following terms used in this Agreement shall have the

following meanings

AAA has the meaning set forth in Section 93

Act means the Delaware Limited Liability Company Act Chapter 434 of Title

of the Delaware Code Del Code 18-101 et seq as in effect on the date hereof and as may

be amended hereafter from time to time

Additional Members has the meaning set forth in Section 4.3a

Code means the Internal Revenue Code of 1986 as amended from time to time

or any succeeding law

Common Interests has the meaning set forth in Section 5.1

Concentration Limitation has the meaning set forth in Section 7.2a

ERISA means the Employee Retirement Income Security Act of 1974 as

amended from time to time and the regulations promulgated thereunder

Exchange Act means the Securities Exchange Act of 1934 as amended

Members means the Sole Member and all Additional Members admitted

pursuant to Section 4.3a

Percentage Interest shall mean with respect to any Member the ratio of the

number of Common Interests held by such Member to the total of all of the issued and

outstanding Common Interests expressed as percentage

Person means any individual partnership limited liability company

association corporation trust or other entity

Related Person means with respect to any Person any executive officer as

defined under Rule 3b-7 under the Exchange Act director general partner manager or

managing member as applicable and all affiliates and associates of such Person as such

terms are defmed in Rule 2b-2 under the Exchange Act iiwith respect to any Person

constituting an Exchange Member as such term is defined in the Constitution of the ISE LLC

copy of which will be provided to any member of the Company upon written request

therefore any broker or dealer with which such Exchange Member is associated iii with

respect to any Person that is an executive officer as defined under Rule 3b-7 under the Exchange

Act director general partner manager or managing member of company corporation or

similar entity such company corporation or entity as applicable and iv any two or more

Persons that have any agreement arrangement or understanding whether or not in writing to act

together for the purpose of acquiring voting holding or disposing of Common Interests and the

term beneficially owned and derivative or similar words shall have the meaning set forth in

Regulation 13D-G under the Exchange Act

means the Securities and Exchange Conmiission

Securities Act means the Securities Act of 1933 as amended
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Voting Limitation has the meaning set forth in Section 4.4a

ARTICLE III

The Sole Member

3.1 The Sole Member The name and address of the Sole Member is as

follows

Name Address

Direct Edge Holdings LLC 545 Washington Boulevard

Jersey City NJ 07310

3.2 Actions by the Sole Member Meeting Subject to Section 1.6 the Sole

Member may approve matter or take any action at meeting or without meeting by the

written consent of the Sole Member Meetings of the Sole Member may be called at any time by

the Sole Member

3.3 Liabili4 of the Sole Member All debts obligations and liabilities of the

Company whether arising in contract tort or otherwise shall be solely the debts obligations and

liabilities of the Company and the Sole Member shall not be obligated personally for any such

debt obligation or liability of the Company solely by reason of being member

3.4 Power to Bind the Company Subject to Section 1.6 the Sole Member

acting in its capacity as such shall have the authority to bind the Company to any third party

with respect to any matter

ARTICLE IV

Management by the Sole Member

4.1 Management by Sole Member Other than as required by the Act or by the

SEC pursuant to the Exchange Act and subject to Section 1.6 the management of the Company

is fully reserved to the Sole Member and the Company shall not have managers as that term is

used in the Act The powers of the Company shall be exercised by or under the authority of and

the business and affairs of the Company shall be managed under the direction of the Sole

Member who shall make all decisions and take all actions for the Company subject to Section

1.6 In managing the business and affairs of the Company and exercising its powers the Sole

Member shall act through resolutions adopted in written consents Subject to Section 1.6

decisions or actions taken by the Sole Member in accordance with this Agreement shall

constitute decisions or action by the Company and shall be binding on the Company

Notwithstanding the foregoing all actions taken by the Sole Member shall be governed by and

subject to Sections 7.3a and 7.7 of the Third Amended and Restated Limited Liability

Company Operating Agreement of the Sole Member

4.2 Officers and Related Persons Subject to Section 1.6 the Sole Member

shall have the authority to appoint and terminate officers of the Company and retain and

terminate employees agents and consultants of the Company and to delegate such duties to any

such officers employees agents and consultants as the Sole Member deems appropriate

including the power acting individually or jointly to represent and bind the Company in all

matters in accordance with the scope of their respective duties

4.3 Additional Members Additional Common Interests

Subject to Sections 1.6 4.4 and 7.2 the Company may at the discretion of

the Sole Member issue additional Common Interests to one or more Persons and admit such
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Persons as additional Members each an Additional Member for such capital contributions as

it may determine with all of the rights and obligations of Member under this Agreement The

Sole Member shall do all things necessary to comply with the Act and is authorized and directed

to do all things it deems to be necessary or advisable in connection with any such future

issuance including without limitation compliance with any statute rule regulation or guideline

of any federal state or other governmental agency

Notwithstanding Section 4.3a no Person may be admitted as an

Additional Member if such admission would cause the Company as determined by the Sole

Member to to be treated as publicly traded partnership within the meaning of Code

Section 7704 ii violate or cause the Company to violate any applicable federal state or foreign

law rule or regulation including the Securities Act or any other applicable federal state or

foreign securities laws rules or regulations iii cause the Company to be an investment

company required to be registered under the Investment Company At of 1940 as amended or

iv cause some or all of the Companys assets to be plan assets or the activities of the

Company to be subject to ERISA or Section 4975 of the code

Each Person desiring to become an Additional Member shall be admitted

to the Company upon the approval of the Sole Member subject to Section 1.6 and the delivery

of counterpart signature page to this Agreement that has been duly executed and delivered to

the Company and any other documentation required by the Sole Member
4.4 Voting Limitations

No Person other than the Sole Member either alone or together with its

Related Persons as of any record date for the determination of Members entitled to vote on any

matter shall be entitled to vote or cause the voting of Common Interests beneficially owned

by such Person or its Related Persons in person or by proxy or through any voting agreement

plan or arrangement to the extent that such Common Interests represent in the aggregate more

than twenty percent 20% of voting power of the then-issued and outstanding Common Interests

such threshold being hereinafter referred to as the Voting Limitation or ii enter into any

voting agreement plan or arrangement that would result in Common Interests beneficially

owned by such Person or its Related Persons subject to such voting agreement plan or

arrangement not being voted on matter or any proxy relating thereto being withheld where the

effect of that voting agreement plan or arrangement would be to enable any Person alone or

together with its Related Persons to exceed the Voting Limitation The Company shall disregard

any such votes purported to be cast in excess of the Voting Limitation

The Voting Limitation shall apply to each Person other than the Sole

Member unless and until such Person shall have delivered to the Sole Member and ISE LLC

notice in writing not less than 45 days or such shorter period as the Sole Member and ISE

LLC shall expressly consent to prior to any vote of such Persons intention either alone or

together with its Related Persons to vote or cause the voting of Common Interests beneficially

owned by such Person or its Related Persons in person or by proxy or through any voting

agreement plan or arrangement in excess of the Voting Limitation iithe Sole Member and

ISE LLC shall each have consented to expressly permit such waiver of the Voting Limitation

and iii such waiver shall have been filed with and approved by the SEC under Section 19b

of the Exchange Act and shall have become effective thereunder

Pursuant to clause iiof Section 4.4b the Sole Member and ISE LLC

shall each have determined that the exercise of such voting rights or the entering of such

agreement plan or other arrangement as applicable by such Person either alone or together
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with its Related Persons will not impair the ability of the Company and ISE LLC to carry out its

functions and responsibilities including but not limited to under the Exchange Act and is

otherwise in the best interests of the Company its Members and ISE LLC ii the exercise of

such voting rights or the entering of such agreement plan or other arrangement as applicable by

such Person either alone or together with its Related Persons will not impair the ability of the

SEC to enforce the Exchange Act iiineither such Person nor its Related Persons are subject to

any applicable statutory disqualification within the meaning of Section a39 of the

Exchange Act and iv neither such Person nor its Related Persons is an Exchange Member

as such term is defined in the Constitution of ISE LLC In making the determinations referred

to in the immediately preceding sentence the Sole Member and ISE LLC may impose such

conditions and restrictions on such Person and its Related Persons owning any Common Interests

entitled to vote on any matter as the Sole Member and ISE LLC may in their discretion deem

necessary appropriate or desirable in furtherance of the objectives of the Exchange Act and the

governance of the Company

Notwithstanding any provision in this Agreement to the contrary ISE LLC in

its sole discretion may after appropriate notice and opportunity for hearing suspend or

terminate Members voting privilege or membership in the event such Member has violated

provision of this Agreement any federal or state securities law ii such Member or its Related

Persons are subject to any applicable statutory disqualification within the meaning of Section

3a39 of the Exchange Act or iiiif the ISE LLC determines that such action is necessary or

appropriate in the public interest or for the protection of investors

Decisions or actions taken by the Sole Member in accordance with this

Agreement shall not interfere with the effectuation of any decisions by ISE LLC relating to its

regulatory functions including disciplinary matters nor interfere with the ability of ISE LLC to

carry out its responsibilities under the Exchange Act in each case as determined by ISE LLC in

accordance with Section 1.6 which functions or responsibilities
shall include the ability of ISE

LLC as self-regulatory organization to prevent fraudulent and manipulative acts and practices

promote just and equitable principles of trade foster cooperation and coordination with Persons

engaged in regulating clearing settling processing information with respect to and facilitating

transactions in securities remove impediments to and perfect the mechanism of free and open

market and national market system and in general protect investors and the public interest

ARTICLE

Capital Structure and Contributions

5.1 Capital Structure The capital structure of the Company shall consist of

one class of common interests the Common Interests All Common Interests shall be

identical with each other in every respect

5.2 çpital Contributions capital contribution account shall be maintained

for each Member to which contributions shall be credited and against which distributions of

capital contributions shall be charged

5.3 Certificates In the event the Company issues certificates evidencing the

Common Interests issued by the Company the certificates shall bear the following restrictive

legend in addition to any legend restrictions required under applicable state securities laws and

transfer of the affected Common Interests shall be restricted in any case as follows
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THE SECURITIES EVIDENCED HEREBY HAVE NOT BEEN REGISTERED

PURSUANT TO THE SECURITIES ACT OF 1933 AS AMENDED OR ANY

STATE SECURITIES LAWS AND SUCH SECURITIES MAY NOT BE SOLD
TRANSFERRED PLEDGED OR OTHERWISE DISPOSED OF UNLESS THE

SAME ARE REGISTERED AND QUALIFIED IN ACCORDANCE WITH THE

SECURITIES ACT OF 1933 AND ANY APPLICABLE STATE SECURITIES

LAWS OR IN THE OPINION OF COUNSEL REASONABLY SATISFACTORY

TO THE COMPANY SUCH REGISTRATION AND QUALIFICATION ARE NOT

REQUIRED ADDITIONALLY ANY SALE OR OTHER TRANSFER OF THESE

SECURITIES IS SUBJECT TO CERTAIN RESTRICTIONS THAT ARE SET

FORTH IN THE AMENDED AND RESTATED LIMITED LIABILITY

COMPANY AGREEMENT GOVERNING THE ISSUER HEREOF COPY OF

WHICH IS AVAILABLE FROM THE ISSUER

ARTICLE VI

Profits Losses and Distribution

6.1 Proats and Losses profit and loss account shall be maintained for each

Member to which profits shall be credited and against which losses and distributions of profits

shall be charged For financial accounting and tax purposes the Companys net profits or net

losses shall be determined on an annual basis in accordance with the manner determined by the

Sole Member In each year profits and losses shall be allocated entirely to each Members profit

and loss account

6.2 Distributions The Sole Member shall determine profits available for

distribution and the amount if any to be distributed to the Members and shall authorize and

distribute on the Common Interests the determined amount when as and if declared by the Sole

Member The distributions of profits of the Company shall be paid to each Member out of such

Members profit and loss account No distribution shall be declared or paid which shall impair

the capital of the Company nor shall any distribution of assets be made to any Member unless the

value of the assets of the Company remaining after such payment or distribution is at least equal

to the aggregate of its debts and liabilities including capital

ARTICLE VII

Transfer of Common Interests

7.1 General Subject to Sections 7.2 and Members may sell assign

transfer convey gift exchange or otherwise dispose of any or all of their Common Interests and

upon receipt by the Company of written agreements executed by the Persons to whom such

Common Interests are to be transferred agreeing to be bound by the terms of this Agreement

such Persons shall be admitted as Additional Members
7.2 Ownership Concentration Limitation

No Person other than the Sole Member either alone or together with its

Related Persons at any time may own directly or indirectly of record or beneficially an

aggregate amount of Common Interests which would result in more than twenty percent 20%

Percentage Interest level in the Company the Concentration Limitation
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The Concentration Limitation shall apply to each Person other than the

Sole Member unless and until such Person shall have delivered to the Sole Member and ISE

LLC notice in writing not less than 45 days or such shorter period as the Sole Member and

ISE LLC shall expressly consent to prior to the acquisition
of any Common Interests that would

cause such Person either alone or together with its Related Persons to exceed the Concentration

Limitation of such Persons intention to acquire such ownership ii the Sole Member and ISE

LLC shall each have consented to expressly permit such ownership and iiisuch waiver shall

have been filed with and approved by the SEC under Section 19b of the Exchange Act and

shall have become effective thereunder

Pursuant to clause ii of Section 7.2b the Sole Member and ISE LLC

shall each have determined that such beneficial ownership of Common Interests by such

Person either alone or together with its Related Persons will not impair the ability of the

Company and ISE LLC to carry out its functions and responsibilities including but not limited

to under the Exchange Act and is otherwise in the best interests of the Company its Members

and ISE LLC ii such beneficial ownership of Common Interests by such Person either alone

or together with its Related Persons will not impair the ability of the SEC to enforce the

Exchange Act iiineither such Person nor its Related Persons are subject to any applicable

statutory disqualification within the meaning of Section 3a39 of the Exchange Act and

iv neither such Person nor its Related Persons is an Exchange Member as such term is

defined in the Constitution of ISE LLC In making the determinations referred to in the

immediately preceding sentence the Sole Member and ISE LLC may impose such conditions

and restrictions on such Person and its Related Persons owning any Common Interests entitled to

vote on any matter as the Sole Member and ISE LLC may in their discretion deem necessary

appropriate or desirable in furtherance of the objectives of the Exchange Act and the governance

of the Company

Beginning after SECs approval of this Agreement SEC Approval the

Company shall provide the SEC with written notice ten 10 days prior to the closing date of any

transaction that results in Persons Percentage Interest alone or together with any Related

Persons meeting or crossing the threshold level of 5% or the successive 5% Percentage Interest

levels of 10% and 15%

7.3 Further Requirements Any transfer of Common Interests shall not

violate the Securities Act or any other applicable federal state or non-United States securities

laws rules or regulations

ARTiCLE VIII

Exculpation and Indemnification

8.1 Exculpation Notwithstanding any other provisions of this Agreement

whether express or implied or any obligation or duty at law or in equity none of the Member or

any officers directors stockholders partners employees affiliates representatives or agents of

any of the Member nor any officer employee representative or agent of the Company

individually Covered Person and collectively the Covered Persons shall be liable to the

Company or any other Person for any act or omission in relation to the Company its property or
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the conduct of its business or affairs this Agreement any related document or any transaction or

investment contemplated hereby or thereby taken or omitted by Covered Person in the

reasonable belief that such act or omission is in or is not contrary to the best interests of the

Company and is within the scope of authority granted to such Covered Person by the Agreement

provided such act or omission does not constitute fraud willful misconduct bad faith or gross

negligence

8.2 Indemnification To the fullest extent permitted by law the Company

shall indemnify and hold harmless each Covered Person from and against any and all losses

claims demands liabilities expenses judgments fines settlements and other amounts arising

from any and all claims demands actions suits or proceedings civil criminal administrative or

investigative Claims in which the Covered Person may be involved or threatened to be

involved as party or otherwise by reason of its management of the affairs of the Company or

which relates to or arises out of the Company or its property business or affairs Covered

Person shall not be entitled to indemnification under this Section 8.2 with respect to any Claim

with respect to which such Covered Person has engaged in fraud willful misconduct bad faith or

gross negligence or ii any Claim initiated by such Covered Person unless such Claim or part

thereof was brought to enforce such Covered Persons rights to indemnification hereunder or

was authorized or consented to by the Member Expenses incurred by Covered Person in

defending any Claim shall be paid by the Company in advance of the final disposition of such

Claim upon receipt by the Company of an undertaking by or on behalf of such Covered Person to

repay such amount ifit shall be ultimately determined that such Covered Person is not entitled to

be indemnified by the Company as authorized by this Section 8.2

ARTICLE LX

Events of Dissolution

9.1 Dissolution The Company shall be dissolved and its affairs wound up

upon the first to occur of the following events

The determination of all of the Members to dissolve the Company

judicial dissolution of the Company under Section 18-802 of the Act or

the occurrence of any other event that would make it unlawful for the

business of the Company to be continued

ARTICLE
Miscellaneous

10.1 Tax Treatment Unless otherwise determined by the Sole Member the

Company shall be disregarded entity for U.S federal income tax purposes and when permitted

for any analogous state or local tax purposes and the Company shall timely make any and all

necessary elections and filings for the Company to be treated as disregarded entity for U.S

federal income tax purposes and when permitted for any analogous state or local tax purposes

10.2 Books and Records

The Company shall maintain true and complete books of account and

records which shall be subject at all times to inspection and examination by ISE LLC and the

SEC at no additional charge to ISE LLC or the SEC The books and records shall at all times be

maintained at the principal office of the Company in Jersey City New Jersey or at such other

locations within or without the State of Delaware as may from time to time be designated by the

Sole Member or ISE LLC provided the books and records shall always be kept within the
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United States The Company shall maintain at its principal office and make available to any

Member or any designated representative of any Member list of names addresses and

Percentage Interests of all Members

Each Member acknowledges that to the extent that they are related to the

business of the Company or the Facility the books records premises officers directors agents

and employees of such Member shall be deemed to be the books records premises officers

directors agents and employees of ISE LLC for purposes of and subject to oversight pursuant to

the Exchange Act Furthermore the books records premises officers directors agents and

employees of the Company shall be deemed to be the books records premises officers

directors agents and employees of the ISE LLC for the purposes of and subject to oversight

pursuant to the Exchange Act

The Company and the Facility its Members and the officers directors

agents and employees of the Company and its Members irrevocably submit to the jurisdiction of

the U.S federal courts the SEC and the ISE LLC for the purposes of any suit action or

proceeding pursuant to U.S federal securities laws the rules or regulations thereunder arising

out of or relating to Company or the Facilitys activities or this Section 10.2 except that such

jurisdictions shall also include Delaware for any such matter relating to the organizational or

internal affairs of the Company and hereby waives and agrees not to assert by way of motion

as defense or otherwise in any such suit action or proceeding any claims that it is not

personally subject to the jurisdiction of the SEC that the suit action or proceeding is an

inconvenient forum or that the venue of the suit action or proceeding is improper or that the

subject matter hereof may not be enforced in or by such courts or agency

The Company and the Facility its Members and the officers directors

agents and employees of the Company and its Members agree to comply with U.S federal

securities laws and the rules and regulations thereunder and shall cooperate with the 1SF LLC

pursuant to its regulatory authority and the provisions of this Agreement and the SEC and to

engage in conduct that fosters and does not interfere with the Company the Facility and the 1SF

LLCs ability to prevent fraudulent and manipulative acts and practices to promote just and

equitable principles of trade to foster cooperation and coordination with Persons engaged in

regulating clearing settling processing information with respect to and facilitating transactions

in securities to remove impediments to and perfect
the mechanisms of free and open market

and national market system and in general to protect
investors and the public interest

The Company and each Member shall take such action as is necessary to

ensure that the Companys and such Members officers directors agents and employees consent

in writing to the application to them of Section 10.2b and as applicable with respect to

their activities relating to the Company

10.3 Confidentiality All confidential information pertaining to

the Company the Facility or the self-regulatory function of 1SF LLC including but not limited

to disciplinary matters trading data trading practices and audit information contained in the

books and records of the Company shall not be made available to any Persons other than as

provided in this Section 10.3 other than to those officers directors employees advisors and

agents of the Company that have reasonable need to know the contents thereof ii be retained

in confidence by the Company and the officers directors employees advisors and agents
of the

Company and iii not be used for any commercial purposes

10 of 12



Nothing in this Agreement shall be interpreted as to limit or impede the

rights of the SEC or ISE LLC to access and examine such confidential information pursuant to

the federal securities laws and the rules and regulations thereunder or to limit or impede the

ability of any officers directors employees advisors or agents of the Company to disclose such

confidential information to the SEC or ISE LLC The provisions of this Section 10.3 shall

survive termination of this Agreement

10.4 Arbitration Any dispute arising under this Agreement shall be settled by
arbitration administered by the American Arbitration Association AAA under its

Commercial Arbitration Rules and judgment on the award rendered by the arbitrator may be

entered in any court having jurisdiction thereof Application of the Commercial Arbitration

Rules shall be subject to the following the parties shall agree on the appointment of single

neutral arbitrator and so notify the AAA within twenty 20 days after the AAA serves the

confirmation of notice of filing of the arbitration demand If the parties fail to agree on the

appointment of single neutral arbitrator within that time period and have not otherwise

mutually agreed to extend that time period then the AAA shall make the appointment Any
arbitrator appointed by the parties or the AAA shall be former State of Delaware appellate

court judge or former federal court judge

10.5 Amendments Amendments to this Agreement and to the Certificate of

Formation which do not adversely affect the right of the Sole Member in any material respect

may be made by ISE LLC without the consent of the Sole Member if those amendments are

of an inconsequential nature as reasonably determined by ISE LLC ii necessary to maintain

the Companys status as partnership according to Section 7701 a2 of the Code that is not

publicly traded partnership pursuant to Section 7704 of the Code or iiicontemplated by this

Agreement Amendments to this Agreement other than those described in the foregoing sentence

may be made only if embodied in an instrument signed by the Sole Member

Notwithstanding any of the foregoing the ISE LLCs Board of Directors must

determine whether any proposed change to this Agreement is required to be filed with the SEC

pursuant to Section 19b of the Exchange Act and Rule 9b-4 thereunder before the same may be

effective such proposed change shall be approved by the Board of Directors of ISE LLC prior to

any filing with the SEC under Section 19 of the Exchange Act and the rules promulgated

thereunder

106 Severability If any provision of this Agreement is held to be invalid or

unenforceable for any reason such provision shall be ineffective to the extent of such invalidity

or unenforceability provided however that the remaining provisions will continue in full force

without being impaired or invalidated in any way unless such invalid or unenforceable provision

or clause shall be so significant as to materially affect the expectations of any Member regarding

this Agreement Otherwise any invalid or unenforceable provision shall be replaced by

Members with valid provision which most closely approximates the intent and economic effect

of the invalid or unenforceable provision

10.7 Governing Law This Agreement shall be governed by and construed in

accordance with the laws of the State of Delaware without regard to the principles of conflicts of

laws thereof
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10.8 Limited Liability Company The Sole Member intends to form limited

liability company and does not intend to form partnership under the laws of the State of

Delaware or any other laws

IN WITNESS WHEREOF the undersigned has duly executed this Agreement as

of the day first above written

DIRECT EDGE HOLDINGS LLC
as Sole Member

By_______
Name tcx
Title
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Deutsche Bhrse Group Financia highHghts

2008 The Year that Was

Noncurrent assets Cm

Current assets excluding technical closing date positions2

Total equity

Noncurrent liabilities Cm

Current liabilities
excluding technical closing date positions3

Market indicators

Cm

Cm 2455.1 2185.2 12

Cm 236.8 230.8

Cm 1284.0 1323.5 .3

Cm 15084 1345.9 12

Cm 1033.3 911.7 13

Cm 1278.9 839.6 52

4544.9 4164.0

Cm 856.7 1197.3 28

Cm 2978.3 2690.2 11

2213.7 740.5 199

Cm 865.3 2629.9 -67

145878.6 79626.7 83

5.42 4.70 15

5.41 4.70 15

2Q4 2.10

Cm 390.2 403.0

6.71 4.33 55

6.70 4.33 55
--

3115 2.854

thous 788 766

61 62

41 39

Xetra

Number of transectisns

Trading volume single-counted

Floor trading

Eures

Number of contracts

Clearstream

Value of securities deposited annual averagel international Cbn

national Cbs

Number cf transactions international

national

Deutsche GOrse share price

Opening price5

226.0 176.3 28

Cbs 2149.0 2443.0 12

Cbs 80.1 109.5 27

Chn 64.9 75.6 14

3172.7 2704.3 17

5128 4783

5509 5.721 .4

30.0 33.9 12

84.3 89.2

135.75 69.71

134.66 136.32

68.91

50.80 135.75 -63

High9

Low 43.40

Closing price

11 Adjustments due to the retrsspective reduction st the lax rate applred in the csursn xl the acquisitisri ut ISE 21 Techrrical ciosine date positives include financial rrstrurrets

st borer Clearing AG current recervahles and securities trsm bunking business as well as restricted bank balances St Technical
cissing date poSitisos include financial

instruments ot Eurex Clearing AG liabilities trsm hashing business as well as cash deposits by market participants 41 Prsposul ts the Annual General Meeting 2009 Il Based

sri average full-time equieaients IFTEsI 61 In April 2008 Scoach tradirrg lGernrae rniarketplacel rnrigreted to the Xatre plattoirri and Iros beer presented as customer voter

bosk turnover since then Prisr-peniod tgures have been adjusted accordingly Scoaces trading nslumes ore given fur the German and Swiss marketplaces 71 Pta farms figure

including US options 01 ISE 81 Closing price on pmnceding trading don 91 Intraday price

Consolidated income statement

Sales revenue

Net ittterest income from banking business

Total snpensos

Earnings before interest and tax EBIT

Net income

2008
Change

2007 in

Consolidated cash flow statement

Cash flows from operatirtg activities

Consolidated balance sheet

Total assets

Performance indicators

Earnitgs per share lbasict

Esrrrings per share diluted

Dividend per share

Dividends proposed

Operating cash flow per share Ibasic

Operating casfr flow per share diluted

Employees leverage annual ETE5

Sales revenue per employee5

EBITA margin

Return on shareholders eqtety anntual average

Trading volume single-counted

Scoach

Trading volume single-counted6



2008 fle Year that Was

2008 The Year that Was

Quarter

Modernization of the Main Trading

Hall completed

rot owing completion of the second

construction phase map of the

world now adorns the walls of the

Main Trading Hall ot the Frankfurt

Stock Exchange symbolizing global

stock exchange activities The re

designed gallery ix equipped with in

teractive terminals to give visitors an

insight into trading on the Frankfurt

Stock Exchange visit to the Frank

furt Stock Exchange is tree of charge

www.deLitsche-boerse.comvisitors

Constituent meetings of the New cooperation partners in Asia More powerful IT network

and Eurox Exchange Councils Deutsche Bdrse Group positions itself Deutsche Bdrse Systems has spent
The Exchange Councils of Frankfurter in Asia as provider of stock cx- five months improving its backbone

Wertpapierhdrse FWR the Frank- change infrashucture It signs memo- telecommunications network which

furt Stock Exchange and Eures randums of
understanding with the links major international financial

Deutschland which were elected in Ho Chi Minh Stock Exchange in Viet- centers around the world Greater

November 2007 convene for the first nam February and the Shenzhen capacil and low-latency access boost

time on 18 January The members of Stock Exchange irr China May with aigorittrmic trading among Eursx5

the FWB Exchange Council reelect the aim of leveraging bilateral busi- and Xetrae participants

Dr Lutz Rasttig as chairman Gustav ness opportunities between tlrese

Gait is nominated chairman of the two countries and Germany and driv

Eurax Exchange Council ing forward the development at the

financial markets

Annual Reception 2008

On 28 January around 1000 guests Longevity data business kicked off

accept Deutsche Bbrse Groups mci- With the launch of Xpect5 Data

tation to the Annual Reception in the Deutsche BCrse provides data on life

Neue BOrse building where Federal expectancy and mortality risks mxii-

Finance Minister Peer SteinbrUck tutions such as insurers and pension

gives the keynote address Three days funds can use these data to make

later further 150 guests attend the quantitative risk assessments Xpeci

Groups reception in London Indices follow in December 2008

QLlarter

Lower fees and extended services

for clearing

Eurex Clearing reduces the fixed

clearing fees for equity trades on

Xstra5 and sri the floor of the Frank

furt Stock Eschange The lower fixed

fees
per

order make clearing smaller

trarrnactionx from algorithmic trading

on Xetra even more attractive More

over Clearing is the first clear

ing house to differentiate its offering

for offsetting transactions from No

vember customers can choose from

three alternatives

Eurex halves latency Higher dividends

Eurexs new optional interface halves At the Annual General Meeting on

the average round-trip times for 21 May Deutsche Börse sharehoid

futures orders to five milliseconds ers resolve to pay dividend of

2.10 per share

Scoach trades on Xetra

The European exchange Scoach Largest trading venue for ETCs

migrates trading of its more than Deutsche Bhrse expands its segment

300000 certificates and warrants to for exctrangs-traded commodities

Xetraa These structured products ETC5 on Xetra5 Investors now have

were previously traded on the floor of access to the euro zones largest

tile Frankfurt Stock Exchange Over
range of exchange-traded commodi

250 banks and securities trading ties to enable them to pursue their

firms now have direct access to the trading strategies for commodities

worlds broadest range of structured

products Preull appointed deputy CEO

The Supervisory Board of Deutsche

Bdrse AG appoints Andreas Preutt

CEO of the Eurex companies as

deputy to Chief Executive Officer

Reto Francioni

Bulgaria trades on Xetra

The Bulgarian Stock
Eechange uses

Xetra5 as of the start of trading on

16 June Deutsche BCrse now or

geninev trading in around 500 of the

securities listed on the Bulgarian

Stock Exchange arid distributes mar

ket data in real time

Long-term debt financing success

fully completed

Long-term instruments in the form

of fixsd..Lerrri bonds bonds as part of

private piacsmenf in the United

States and hybrid benchmark bond

replace the short-term financing for

the ISE acquisition The successful

issue demonstrates Deutsche Bdrses

excellent reputation in the capital

niarkef



Quarter .3 DAX celebrates 20th birthday Deutsche Börses first ETF forum
Clearing house stabilizes financial

DAX the best-known brand of Deutsche Borne hosts its first forum markets

Link Up Markets is launched Deutsche BOrse tLrrns 20 the German for issuers of exchsnge-traded funds The
bankrUptcy of Lehman Brothers

Link Up Markets joint venture be- economys lesding blue-chip index iETFS snd experts in this relativeiy International Europe means that an

tween Clearstream Banking AG and was first calculated on July 1988 recent form of investment Around important trading partner unable

seven other European central secuni- Today it ix hard to imagirre news 250 participants attend presentations to meet its obligations Within week

tree depositories is set up Starting bulletin or the business pages of and discussions on lhe outlook for Eurex Clearing transfers 99.5 percent

in 2009 the initiative wit use one newspaper without DAX or Deutsche excharrge-traded funds of all Lehmans open custorrrer posi

rather than the existing eight inter- BOraes other indices tions The default risk was covered at

faces to
process cross-border secuni- all times by the deposited collateral

ties transactions tires achieving First participant from Singapore further proof that Dsutsche BOron

greater efficiency arid reducirrg costs In August the first Singapore an is able to stabilize the financial mar-

broker starts trading on the Eurea to- kets even in times of crisis with

turns rrrarkxL Ths link to the Eurex5 reliable clearing processes and

network gives tire broker access to
funclioning risk rrrarrsgement system

tfre entire Eursx product range and

to European msrkets in particular

The first broker from the United Arab

Emirates was approved hack in May

Quarter Discreet trading of shares with Funds trading at the Frankfurt Deutsche Börse opens representa

Xetra MidPoint Stock Exchange on Xetra tive office in China

CFFs successes reach beyond Lux- Deutsche BOrse launches Xelra Mid- As of December investors can now By opening new reprexerrtative

embourgs borders Point trading participants can enter trade around 3000 actively man- office in Beijing Deutsche Börse

Clearstrsam introduces the Central orders without this information being aged retail funds sri Xetra as easily strerigihens its good relations with

Facility for Funds CFF5 the post- available to others This means that and flexibly as buying and selling the Chinese authorities and capital

trade soiution for investment funds larger orders can be executed on shares High liquidity narrow market participants As an estab

onto the UK market Just over market neutral terms automatically spreads fast execution and the ab- lished psrtner Deutsche BOrne can

18 months since it started CFF is at the rnridpoint of the current bid eence of brokerage and load tees are support Cfrinesx companies in rain-

available in five European markets ask spread whet make funds trading on Xetra ing equity in the European Union

Luxembourg Belgium Ireland so attractive

Switzerland and the UK Standardized indicators for Rules for share indices amended

measuring risk Dr Macfred Gentz is the new Chair- The rxrinim.urn requirement of freely

SENSIS enables Deutscfre BOrse to man of the Supervisory Board tradable xharex Ifree floatl is increased

supply objective risk indicators for On December Dr Macfred Gentz to 10 percent for companies that are

the first time Using this data asset assumes office as chairman of included or eligible to he included in

managers and investors can defect the Supervisory Board of Deutsche share index Moreover in ongoing

systemic risks and optimize their BOrne AG The previous chairman acquisitions ll shxretroldings re

portfolio accordingly Kurt Viermetz leaves the Supervisory portable by law that the acquiring

Board after three successful years company max secured through deny-

at the berm of this governing body atives will he taken into account

Foundation stone laid for new

Group headquarters

On 13 November Deutsche BOrse

lays the foundation stone for its

future Group headquarters The

construction of new building in

Eschborn underpins the Groups

commitment to tire Rhine-Main

region The building which will be

around 80 meters tail and accomirro

date over 2000 workern is designed

in accordance with strict ecological

standardx Employees will relocate

to the mew fmeadquartsrs in 2010
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Lettei to Sharehoklers

Frankfurt Main March 2009

The financial community has rarely been such focus of public attention as it is today

2008 saw the US subprime crisis become global financial crisis and ultimately an

economic crisis of unimagined proportions No end is yet in sight Markets and their

participants have lost not only an enormous amount of capital and value but also trust

The crisis also led to uncertainty about the development of trading activities on the

capital markets as result all major exchange organizations worldwide suffered

dramatic fall in their share prices in 2008 While the Dow Jones Global Exchanges

index was down by 67 percent Deutsche Bbrse AGs shares performed little better

with decline of 63 percent As result we remain one of the worlds highest-valued

exchange organizations

Deutsche Bbrse Groups value is based on our integrated business model which

stands on several pillars on Xetra the cash market on Eurex the derivatives market

and the central counterparty on the Market Data Analytics segment and on

Clearstream with securities custody and settlement Our business model is driven by

our powerful technology Those who once criticized our successful model have fallen

silent on the contrary other exchange organizations are now at pains to copy it



Letier to Sherehokiers

Our strategy focuses on sustainable profitability we are open to all forms of cooperation

that add value and are regularly in contact with variety of potential partners However

Deutsche Bdrse Groups priority is organic growth growth that is based on our inno

vative strength This may be less spectacular than consolidation at any price But our

numerous innovations consistently add value for our customers and therefore for you
our shareholders You can read more about our new products asset classes and re

gional activities in the following chapters on our individual business areas

Our business model and strategy enabled us to achieve excellent results in 2008
Deutsche Bdrse Group increased its sales revenue by 12 percent year-on-year to

2455.1 million and likewise improved its earnings by 12 percent to 1508.4 million

These resLilts again made it the worlds most profitable exchange organization Basic

earnings per share rose by 15 percent from 4.70 to 5.42 We would like to propose
dividend of 2.10 per share for the past year to the Annual General Meeting on

20 May 2009

This financial success is based on the valuable contribution that Deutsche Börse Group

makes for its customers guaranteeing professionally regulated markets subject to

systematic supervision As neutral party the Group ensures fairness and transparency

and plays decisive role in financial market integrity Our technology forms the basis

of reliable and stable market infrastructure Our role as central counterparty reduces

default risk in every single transaction And in times when capital is in extremely short

supply our innovative secured money market and securities lending offer market par

ticipants urgently needed liquidity

These services mean that your company is well positioned even in times of crisis and

is prepared to meet the difficult challenges We also have our costs under control we

launched restructuring and efficiency program in good time obtained attractive condi

tions to finance our strategic acquisitions and drove forward the relocation of our Group

headquarters to Eschborn move that offers us tax advantages Some of our staff have

already moved into transitional building and we will enter our new offices in 2010

Deutsche Bdrse Group with its base in Germany thus remains competitive



Lotter to Shareoolder.s

As things stand today we cannot promise new record results in 2009 but fundamen

tally we are confident that we will close the current year successfully We are aware

that times will not be easy in 2009 and will work hard to make this difficult year

success This will demand all our energies At the same time the crisis offers us and

therefore you our shareholders new opportunities because we intend to play an

active role in overcoming it We can help create greater transparency and security and

facilitate adequate regulation of the markets we can attract over-the-counter trading to

exchange platforms or offer our clearing services for over-the-counter transactions

The best business model and the best strategy would be nothing without the expertise

and dedication of our employees On behalf of my colleagues on the Executive Board

would like to sincerely thank our staff for their consistent achievements And would

like to thank you our owners for your confidence in us and thank the members of

the Supervisory Board for their constructive support

Sincerely

///

4/// /K7

Reto Francioni

Chief Executive Officer
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How Stock Exchanges Stabilize the

Financial System

pl iflaons ri co irois oi .rading 011 Eguate1 nkct.1

ocorated stock rc risk rnai ers .hroeg hak

iig ouses
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During the market turbulence of the past year

the crucial role played by stock exchanges

within the financial system was more evident

than ever Stock exchanges supply the infra

structure that provides the market with liquidity

and information in an environment governed

by strict risk management principles thereby

ensuring market integrity and efficiency This

means that stock exchanges are among the

very small number of institutions on the finan

cial markets that are capable of creating and

restoring confidence

Integrated model

Above all Deutsche Börses integrated business

model that covers the entire value chain from

trading through to settlement and systems tech

nology proved its worth in the crisis Every

single element of the value chain played its part

in overcoming the crisis In addition Deutsche

Börse is assured stability thanks to its widely

diversified business areas This is good news

not only for Deutsche Bbrses shareholders but

also for its customers After all strong stock

exchange is the basis for strong and sound

financial center

Regulated markets

Deutsche Börse does not operate just any

trading platform Rather it has been authorized

by the relevant supervisory authorities and as

signed the task of regulating exchange trading

in the cash and derivatives markets In EU

terminology stock exchanges are referred to as

regulated markets Here trading takes place

according to strict regulations and controls

both through their own control mechanisms

such as the Handelsüberwachungsstelle HOSt
Trading Supervisory Office and through super

visory authorities at regional and national level

On regulated exchange market all partici

pants are treated equally i.e all receive the same

information Market activity is monitored and

analyzed constantly throughout trading hours to

ensure that stock exchange regulations are be

ing adhered to and to avoid price manipulation

and insider trading Violations of relevant regu
lations are penalized by the appropriate stock

exchange bodies and the responsible supervisory

authorities In Germany stock exchange opera

tors are actually required by law to ensure

level playing field for all market participants and

to make available sufficient funds for stock

exchange operations in particular for risk man

agement and for ensuring the technical func

tioning of trading and settlement systems

Liquid trading

Liquidity that is available on the market is

concentrated on stock exchanges not least

owing to their status as regulated markets

Liquidity denotes the ability to trade large vol

umes immediately with minimal price effect

The more liquid market the more efficient the

price discovery process Information from all

market participants is channeled into the prices

that are continually being formed on the stock

exchanges thus ensuring that the securities

traded are valued in real time and that all par

ticipants have equal access to these facts

dentca nformaton

for rH partcpants
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Regulatory and supervisory bodies for on-exchange tradIng

Scoao1 Europa AO

Legal entlty or dv pElvate few

adnsrnistrattvo and operating bodyof FWB

fsethon Boret15

Deutsthe Borse Pal

tegal entity under rnvate law

edmrntstrativs end operatrng laxly of FWB

seciton orsG

Administration and operation of FWB by provision of

flnancial and human resources an well as facilities

Frankfurter Wertpapierbôrse FWB
Institution under pubhc law with partial legal capacity capacity of to be party

in administrative court proceedings section BbrsG

Exchange bod en

State Exchange Supervisory Authority

Competent supreme federal state authority

section BorsG state of Hesse Ministry of

Economy Traffic and State Development

Legal supe 0105

section BornGml

Exchange Council

Statutory catalogue of competence

section 12 BdrsG e.g appoint

ment of the management board

Management Board

Management of FWB section 15

BdrsGrf admission of securities to

trading on the regulated market

Trading Surveillance Office

Supervision of trading and

settiement section BdrsG2

Disciplinary Committee

Imposition of sanctions for breach

of duty by trading participants and

issuers section 22 BSrsGn

ii sorsengesetz German Exchange Act

Central counerpsrtv

minirrlizes default risk

For this reason Deutsche Börses philosophy

is to keep markets as open as possible Even

when prices are falling all investors should

always have the opportunity to limit losses or

take advantage of ow prices to enter the market

as they themselves see fit Especially in times

of crisis it is also important that the price dis

covery process should not come to standstill

and that there should be complete transparency

about current valuation levels at all times

Transparent trading

This leads us to another aspect of exchange

trading transparency Deutsche Börse produces

and distributes information such as market

prices trading volumes and other market data

It also condenses this information into indices

which allow market participants to assess the

overall situation in specific markets In this way

stock exchanges serve as indicators of market

sentiment and as instruments for forecasting

future performance They minimize intrans

parency about and incorrect valuation of finan

cial instruments two factors that have been

identified as principal causes of the financial

crisis In other words stock exchanges also

act as early warning systems

Continuous risk management

Furthermore integrated stock exchanges man

age the risk of contracting party defaulting

through their associated clearing houses or cen

tral counterparties central counterparty acts

as an intermediary in trading transactions as

buyer for each seller and seller for each

buyer thereby guaranteeing payment and de

livery of the instrument Open positions are

collateralized by the cash margins that all market

participants are required to deposit in propor

tion to their risk This market risk is continually

calculated by Deutsche Börses subsidiary

Eurex Clearing and participants are informed

about the current status several times an hour

this service which is the only one of its kind in

the world provides participants with maximum

protection Unlike participants in over-the-

counter OTC trading without clearing house

participants trading on an exchange with cen

tral counterparties can thus depend on delivery

and payment commitments being honored

With the launch of its latest release on 10 No

vember 2008 Eurex increased the range of

functions offered to institutional investors in OTC

trading This means that further OTC transac

tions can now migrate to central clearing

house with all the associated advantages
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The central counterparty has also proven its

worth in specific crisis management situations

To take an example from the recent market up
heaval with the insolvency of Lehman Brothers

in mid-September the license of the European

subsidiary of the US investment bank with Eurex

Clearing was also canceled Deutsche Börses

clearing house was then faced with the task of

transferring the positions of Lehman Brothers

customers and winding down the banks proprie

tary trading positions This process was com
pleted in an orderly manner The risk was cov

ered at all times by collateral deposited with

Eurex Clearing by Lehman Brothers This is

prime example of how clearing houses reduce

the systemic risk for all market participants In

this way Deutsche Bdrse bolsters the
integrity of

European financial markets

Innovative liquidity management

Another market that made valuable contribu

tion in the financial crisis is Euro GC Pooling

which is operated jointly by Deutsche Börse

subsidiaries Eurex Repo Eurex Clearing and

Clearstream Banking This market stabilized

the liquidity position of the participating banks

While uncollateralized financing opportunities

continue to be very limited and short of liquidity

in the wake of recent market turbulence the

market for collateralized financing organized by

Eurex Repo is both liquid and thriving The fact

that the average outstanding volume in Euro GC

Pooling has tripled in the course of 2008 just

goes to show this

Reliable settlement and custody

Euro GC Pooling is just small part of the broad

range of reliable securities settlement and cus

tody services that Deutsche Börse offers the

market via its Clearstream subsidiary Deutsche

Bdrse is constantly working to make this offer

ing more secure and more efficient This also

applies to cross-border services such as the

Bridge that Clearstream and Euroclear the other

international central securities depository in

Europe offer and that was most recently

enhanced by new settlement and information

functions in July 2008 And to improve the

cross-border settlement of investment funds in

Europe Clearstream offers one-stop solutions in

the form of the Central Facility for Funds CFF
these solutions not only accelerate operational

processes but also reduce risk

Stable systems

Despite the enormous increase in trading vol

umes in the course of the financial crisis trad

ing and settlement on the stock exchange have

remained stable retaining the customary level

of efficiency Trading volumes peaked in October

when to take one example the Xetra system

recorded well over million transactions per

day on several occasions as result of the mar
ket turbulence The five trading days with the

highest trading volumes recorded to date were

all in 2008 On number of days in 2008
Eurex processed over 800 million quotes more

than twice the peak load in 2007 Automated

processes on high-performance systems pre

vented capacity bottlenecks occurring in order

processing

The average availability of the trading systems

on both Eurex and Xetra in 2008 was over

99.99 percent This corresponds to less than

two minutes downtime per month referring to

the entire network including application soft

ware used by customers Processing time in the

core systems of Eurex and Xetra was reduced by

over 20 percent and 50 percent respectively year

on-year As an exchange organization with its

own technology Deutsche Börse thus fulfills its

objective of managing risks creating systemic

security and providing integrity to the financial

system as stability anchor

Systems process oea
oeds wfthout hitch
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Deutsche Börse AG Shares
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Driven by year-on-year increase of 12 per

cent Deutsche Börse Group reported re

cord results in 2008 with EBITA reaching

1508.4 million Despite this performance

the price of Deutsche Börse shares fell substan

tially in line with the overall market trend

since the historically high closing price achie

ved at the end of 2007 The share price fell

by 63 percent from 135.75 on 28 Decem

ber 2007 to 50.80 on 30 December 2008

although it still outperformed the Dow Jones

Global Exchanges Index This index which

tracks the share price performance of all

listed stock exchange operators worldwide

fell by 67 percent in 2008

This development is attributable above all to the

considerable uncertainty about the situation on

the international financial markets and in turn

to the lower levels of stock exchange trading

activity that are expected as result In spite of

recent developments the value of Deutsche

Bdrse AG measured in terms of market capital

ization has more than tripled since its IPO on

February 2001 from 2.7 billion to 9.4 bil

lion as at 31 December 2008

The 20 listed exchange organizations world

wide together reached market capitalization of

some 60 billion as at 31 December 2008
decline of 67 percent compared with the end of

the previous year In spite of the price drop and

the growth of some competitors on the back

of consolidation Deutsche Börse succeeded in

maintaining its position as one of the worlds

largest stock exchange operators

Deutsche Bdrse Most profitable exchange organization ri the world

Sales revenue and EBIT in 2008 in millionsrrxi

Deutsche Shrse5 2692

Chicagc Mercantile

Exchange IOME ____________________________
2.032

NYSE Euronext
________________ 1920

eI 646

Nasdax OMX 1J 1101

Intercontinental

542

Exchange lICE

Boisas Mercados

Evpahules IBMEI

EBIT Saies revenue

Exchange rates ius$ 1.5012 /HK$ 116804

Due to deferring financial year no figures are shown for London Stock Exchange

Including net inferest income from banking business

pro forrna including NYMEX

Excluding activity assessment fees liquidity payments routirrg/clvaring chorgvs

61 Pro forma including OMX excluding livurdity rebates brokerage cIearxnce and vechange fees

Source Corparries listed
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In order to assure its success even in difficult

market environment Deutsche Börse introduced

extensive measures back in 2007 with view to

increasing operational efficiency The Company

was able to prove its financial strength once again

and replace the bridge financing for the acquisi

tion of the International Securities Exchange

ISE with long-term financing package in the

second and third quarters of 2008 despite

the financial crisis

Deutsche Börse shares outperformed those of

many competitors

Having risen substantially in previous years

the price of Deutsche Börse shares fell in 2008

key factor in this development was the finan

cial crisis that has persisted since mid-2007

and its negative effects on economic growth as

well as uncertainty about the situation on the

global financial markets and the lower levels of

stock exchange trading activity that are expected

as result The price of Deutsche Börse shares

dropped from 135.75 on 28 December 2007

to 50.80 on 30 December 2008 fall of

63 percent The share price reached twelve-

month low of 43.40 on 28 October 2008 and

high of 134.66 on January 2008 In the

same period the blue-chip indices DAX and

Dow Jones EURO STOXX 50 dropped by

39 and 44 percent respectively Accordingly the

performance of the Deutsche Bdrse shares in

the past financial year was below both that of the

DAX index and the European benchmark index

Dow Jones EURO STOXX 50 Compared with

other listed exchange organizations around the

world however Deutsche Bdrse shares per

formed better the Dow Jones Global Exchanges

Index the corresponding benchmark index fell

by 67 percent in the year under review The

positive performance of Deutsche Bbrse shares

can be attributed not least to its strong competi

tive position thanks to its integrated business

model

Share price performance runs counter to

stable increase in earnings

Overall sales revenue picked up again signifi

cantly in 2008 due to structural growth trends

considerably greater volatility and the first-

time consolidation of ISE Deutsche Börse

reported record results owing to its successful

integrated business model Based on the

Groups sales revenue growth of 12 percent

to 2455.1 million and percent decrease

in costs to 1284.0 million without SE

-15 percent earnings before interest tax and

goodwill impairment EBITA again grew sub

stantially to 1508.4 million up 12 percent

Earnings per share which also include the

effects from the share buyback increased by

15 percent to 5.42 basic respectively

5.41 diluted To safeguard the Companys

success even in more difficult market environ

ment Deutsche Börse undertook extensive

measures back at the end of 2007 and the be

ginning of 2008 with view to increasing

operational efficiency while retaining planned

investments in future growth In September

2007 Deutsche Börse announced an extensive

restructuring and efficiency program with the

aim of generating savings of 100 million per

year from 2010 The main focus of this program

is on optimizing operating costs The effects

of the program were already visible in 2008

Deutsche Börse AG shares Key figures

2008 2007

Earnings per share basic 5.42 4.70

Earnings per share diluted 5.41 4.70

Dividend per
share 2.10 2.10

Operating cash flow per share basic 6.71 4.33

Operating cash flow per share diluted 6.70 4.33

Opening price as at Jan 135.75 69.71

High 134.66 136.32

Low 43.40 68.91

Closing price as at 31 Dec 50.80 135.75

Subscribed share capital Cm 195 200

Number of shares as at Dec 195 200

thereof shares outstanding as at 31 Dec en 185.8 191.9

Free float as at 31 Dec 100 100

Market capitalization as at 31 Dec bn 9.4 26.1

11 Propssai ta the Annual General Meeting 2009

21 closing price an preceding trading day

lolraday price

Operational efficiency

increased
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Share price development of Deutsche Bdrse AG and benchmark indices in 2008

80

70

60

Daily closing price of Deutsche Bhrse AG shares

DAXCI

Dow Jones EURO STOXX 50 EUR Return

Dow Jones Global Exchanges

lodesed to the closing wce of Deutsche BUrse AG shares on 28 December 2007

operating costs were cut by 50 million with

further 25 million expected to follow in 2009

Starting in 2010 annual costs are to fall by

further 25 million meaning reduction of

100 million overall Furthermore the move to

Eschborn announced by Deutsche Börse in

January 2008 enabled the Company to signifi

cantly reduce its trade tax burden for 2008 It

expects to further improve its tax rate to approx

imately 27 percent this year and to between 25

and 27 percent in 2010 In combination with

structural growth trends in all business areas

the focus on operational efficiency and the

declining tax rate offer Deutsche Bdrse share

holders the prospect of continued above-aver

age growth

high-yielding investment in the long term

Thanks to its integrated business model its

strict Group-wide risk management policy and

its ongoing efforts to boost operational perfor

mance Deutsche Börse shares offer an excellent

opportunity to participate in the long-term growth

potential of the international capital markets

Since Deutsche Börse AG went public in 2001

shareholders have enjoyed an average annual

return of 16 percent which is well above the

DAX average In the same period direct in

vestment in the DAX index would have yielded

loss of percent This means that investors

who purchased 10000 worth of shares at

Deutsche Börse AGs P0 and reinvested the

dividends held shares worth 32952 at the

end of 2008 Had they invested in the DAX

index during the same period their holdings

would have been worth just 7246

Capital structure further optimized with

confirmation of excellent credit ratings

In 2005 Deutsche Börse launched program

to optimize its capital structure capital manage

ment program Under this program Deutsche

Börse Group uses dividend payments and share

buybacks to distribute to its shareholders funds

that the Group does not require for its operating

business and its continued growth In 2008
Deutsche Börse paid out total of 783.5 mil

lion it repurchased approximately 6.2 million

shares worth 380.5 million and paid total

dividend of 403.0 million in May 2008

6.2 milton shares

bought back

140

130

itO

too

go

51

28Dec tFeb lMar iApr lMuy hone iJuly hAug tSep lOct lNsv 10cc 300cc
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Standard Poors continued to give the Group

rating of AA/Stable/A-1 while Fitch Ratings

classified Clearstream Banking S.A as AA Sta

ble and F1.These ratings mean that Deutsche

Börse Group continues to enjoy an excellent

position on the capital markets On this basis

Deutsche Börse was very successful in raising

long-term debt in the second and third quarters

of the past year Long-term financing in the

form of fixed-income debt instruments debt in

struments as part of private placement in the

USA and hybrid benchmark bond were used

to replace the short-term financing of the SE

acquisition The success of these issues in par

ticular the hybrid benchmark bond the only

public European issue of its kind in 2008 un

derlines Deutsche Börses excellent reputation

on the capital markets

Shareholders benefit directly from Deutsche

Börses success through dividends

Deutsche Börse AG raised the dividend for finan

cial year 2007 to 2.10 per share In May 2008

it distributed 51 percent of consolidated net in

come for the year adjusted for extraordinary

income from sale of buildings in Luxembourg

as dividends to its shareholders This year

Deutsche Börse AG will again enable sharehold

ers to participate in the Companys operating

profit and will propose to the Annual General

Meeting repeatedly high dividend for 2008

of 2.10

Deutsche Börse continues to interact with

investors in 2008

Last year Deutsche Börse and its shares again

attracted substantial attention from international

investors analysts market participants and

interested members of the public In 2008 the

Company initiated targeted and extensive strate

gic measures to inform existing and potential

investors about its long-term strategy and about

structural growth drivers in the business Other

topics included the successful integration of

SE and the impact of the financial crisis on the

Companys business In connection with the

turbulences on the market and the resulting

defaults of sereval market participants the Com

pany explained issues such as the efficient risk

management carried out by Eurex Clearing and

Clearstream as well as the differences between

its business model and that of banks Deutsche

Börse hosted an investor day for professional

investors from Germany and abroad for the sec

ond time on its business premises in Frankfurt

in June 2008 At international roadshows

investor conferences and individ ual meetings

Deutsche Börse held well over 400 one-on-

one discussions with current and potential

shareholders

Interest of international investors reflected in

shareholder structure

The Companys strong business performance

in the past year together with the stable market

position brought about by its diversified business

model contribute to the sustained and wide

spread interest in Deutsche Börse AG shares

among national investors and to an even greater

extent among international investors The pro

portion of shareholders from abroad remains

very high at around 82 percent

Deutsche Bdrse shares are attractive to global in

vestment funds with large investment volumes

because they are highly liquid and are included

in the German blue-chip index DAX and Eu

ropes leading blue-chip index the Dow Jones

EURO STOXX 50 Trading volumes in the Com

panys shares have soared since the P0 in

2001 while an average of 0.4 million shares

per day were traded in 2002 this figure had

risen to around 2.5 million by 2008

Dwidend stable

at 2.10

Share of international shareholders remains on high level

Other countries 9%

Germany 18% 41% USA

UK 32%
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Xetra Stable Environment for the Cash Market

Se es ievenue roped by percent to 3399 ml lion

Number Xetra transactions up to 223.0 miHion

Trad ug in structureci procucts and funds tianslerred to Xetra

Within Deutsche Börse Group the Xetra

segment is responsible for organizing cash

market securities trading The fully electronic

Xetra marketplace allows participants to

trade on the Frankfurt Stock Exchange from

any location in Europe Xetra offers market

participants optimum order execution trans

parency and liquidity at low trading costs

Integrated clearing provides security for all

trading partners even in turbulent times the

central counterparty guarantees that all trans

actions are settled even if the trading partner

defaults Despite ever increasing peak loads

Xetra again proved to be stable and resilient

in the past year

Established stock exchange operators faced

greater competition in 2008 as new trading plat

forms tried to get foothold ri pan-European

trading Deutsche Bärse managed to success

fully defend its position The number of trans

actions on the Xetra trading platform grew by

28 percent to 226.0 million The trading volume

was 2149.0 billion

The Xetra segment owes its performance to the

following factors

Reliable infrastructure for the financial

market with clear rules

Precise risk management with differentiated

clearing service levels

High liquidity at low trading costs

Diversified product range for an international

clientele

Reliable infrastructure with

clear rules

In the context of the global financial crisis the

money and credit markets suffered consider

able loss of trust Despite falling share prices

the equity markets remained open at all times

and the pricing process was not disrupted To

cope with this crisis reliable and transparent

financial market infrastructure takes on spe

cial significance

key attribute of exchange trading is the ex

changes absolute impartiality towards market

participants all participants are equal and

therefore receive the same treatment The ex

change not only matches orders bilaterally

it also ensures reliable and fair pricing Three

institutions ensure that trading on the Frankfurt

Stock Exchange takes place according to the

valid regulations the Hesse Ministry of Eco

nomics Transport and Regional Development

supervises the stock exchange and makes sure

that transactions are properly settled and rules

are complied with The Bundesanstalt für

Finanzdienstleistungsaufsicht BaFin German

Federal Financial Supervisory Authority moni

tors trading participants for example with regard

to solvency and ensures that the prohibition

on market manipulation is not violated The

Handelsüberwachungsstelle HüSt Trading

Supervisory Office body of the stock exchange

under public law supports the regulatory author

ities e.g by fully capturing and analyzing all

exchange trading data

Exchange trading sub

ject to strict controls



22 The BuSinesS Xetra

end Inun

evundrn nunk na2 On o2 dvs thc

ienn krcn2
AnOn k-Inn nnn on noon
nnnne wknoul tOo o3cw 2ekio wwcuOd no

01

to their needs In addition to the Full Service

offering Eurex Clearing also offers Basic Net

Service and an Extended Net Service Under

the Basic Net Service transactions are auto

matically netted at the end of the trading day

clearing participants are only informed of the

remaining net position With the Extended Net

Service they have the option of continuing to

manage this net position right up to the settle

ment date The new service packages primarily

address the requirements of professional partic

ipants for example in algorithmic trading

ntegrated cIearrg

house manages hsks

Eurex chapter

Precise risk management with

differentiated clearing service levels

Eurex Clearing AG is Deutsche Börses integrated

clearing house As such it guarantees the

settlement of cash market transactions As the

central counterparty CCP the clearing house

acts as an intermediary between trading partners

as soon as trade has been executed the trad

ing partners remain anonymous As the events

in 2p08 showed the CCP makes significant

contribution to the stability of the markets it

assumes the risk of trading partner defaulting

and being unable to meet its obligations coun

terparty risk In addition the clearing house

monitors the positions of trading partners and

price changes in the market permanently during

trading hours and makes additional margin calls

if necessary

Another valuable advantage of the CCP for

buyers and sellers is that it facilitates multilat

eral netting of transactions all receivables and

liabilities per security are offset to single posi

tion so that the clearing participants only have

to settle the balance Since November 2008
Xetra customers have been able to choose be

tween different service levels that are tailored

Deutsche Börse has also introduced new

pricing model together with the differentiated

service levels which grants clearing partici

pants cost savings of up to 40 percent depend

ing on the service selected This benefits in

particular those customers with high trading

volumes

High liquidity at low

trading costs

Deutsche Börse is one of the most liquid and

cost-effective trading venues worldwide in terms

of the total cost of trading clearing and settle

ment whereby the implicit trading costs are

much more significant factor than the fees that

are charged to investors The deeper the order

book i.e the more orders are placed and exe

cuted and the narrower the spread between

buy and sell prices the lower the implicit costs

and the higher the liquidity Xetra leads the field

in this regard there are always buy and sell

offers for trading DAX securities even larger

orders can be executed immediately at any time



ins Business Xetra 23

Diversified product range for

an international clientele

More services for more customers on more

attractive terms and conditions this sums up

the Xetra segments strategy for attracting more

business to its trading platforms The methods

applied to achieve this include internationalizing

the participant network expanding the product

range and boosting system performance

Scoach on Xetra 100 foreign participants

over 300000 additional products

Trading on Xetra has been cross-border busi

ness for some time now The internationalization

of Xetra trading benefits all market participants

as it means that trading volumes are pooled and

market efficiency improved In May all Xetra

market participants banks and securities trad

ing firms were given direct access to range

of over 300000 structured products which

had previously been traded in broker-supported

floor trading on the Frankfurt Stock Exchange

Over 100 market participants come from other

European countries 15 percent of the Scoach

order volume in the year under review was gen

erated by participants based outside Germany

in particular in the United Kingdom France

Austria and the Netherlands In December 2008

large Scandinavian online broker was the

first broker to offer its customers the trading of

structured products via Scoach in Frankfurt

By migrating to Xetra Scoach the cooperation

of Deutsche Börse and the Swiss SIX Group for

merly SWX Group grew from being German-

Swiss exchange to pan-European one for cer

tificates and warrants with participants from

18 countries The move has paid off with trad

ing volumes amounting to 64.9 billion Scoach

was the highest performing stock exchange for

structured products in Europe in 2008 It grew

its market share in Germany in the course of

the year by ten percentage points to 38 percent

Thanks to its wide range of products high

liquidity and fast order execution Scoach was

awarded with the title Exchange of the Year

by the Structured Products magazine for the

second time

In addition to direct links for foreign participants

cross-border alliances with other exchanges play

an important role in internationalization The

Vienna and Dublin stock exchanges for example

which also run their trading on Xetra extended

their contracts for the operation of Xetra back in

2007 before renewal was due Deutsche Börse

won the Bulgarian Stock Exchange as new

sourcing partner it has been using Xetra since

16 June 2008 Deutsche Börse now organizes

trading in around 550 of the securities listed on

the Bulgarian Stock Exchange

ETFs and ETCs Largest choice in Europe

In 2000 Deutsche Bbrse started trading

exchange-traded funds ETFs on Xetra Since

then their number and the assets under man

agement have been growing steadily Xetra is the

biggest trading center for ETFs in Europe At the

end of 2008 399 ETFs Europe 632 ETFs

were listed on Deutsche Börse assets under

management amounted to 81.3 billion Europe

100.7 billion Comparative figures from the

United States where 698 ETFs manage assets

of 350.4 billion show that the end of this

growth is not yet in sight

ETFs combine the flexibility of an equity with

the risk diversification of portfolio Institu

tional and private investors alike value ETFs for

several reasons they represent entire markets

or sectors in single product are traded via

stock exchanges as efficiently and with the same

liquidity as equities and can be bought at low

transaction costs without load fees

Deutsche Börse also expanded its range of

exchange-traded commodities ETCs These re

flect the performance of single commodities or

commodity sectors such as energy agricultural

commodities or precious metals Like equities

ETCs can be traded on each exchange trading

day Investors can use them to invest in differ

ent commodities efficiently and cost-effectively

Bulgarian Stock

Exchange uses Xetra

Trading volume

of 64.9 billion

on Scoach

scoach.com
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ETF volumes traded at Deutsche Bbrse have been growing for years

Assets under mar.agement

in US$ billions

but still have potential in comparison with the US

Assets under management at the end of 2008

in USS billions

400-

350.4

Sources Blctorriberg Barclays Giobl Investors

Trade gold just
like

shares deutsche

boerse.com/xetra-gold

Xetra-Goldm bearer bond backed by physical

gold issued by Deutsche Börse Commodities

GmbH is the most successful ETC product

One unit of Xetra-Gold equals one gram of gold

This allows investors to buy even small quanti

ties of gold The fees for keeping the gold in

Deutsche Börses vaults are significantly lower

than the storage costs normally charged in the

market What makes this product special is that

private investors can request the stored gold

to be delivered at any time Investors are con

vinced of its benefits at the end of the first

financial year of Deutsche Börse Commodities

the holdings of Xetra-Gold amounted to 19.8

tons worth some 390 million at the market

price on 31 December 2008

Trading of funds Faster and more

cost-effective with Xetra

Since December the approximately 3000 ac

tiveLy managed retail funds on Xetra have been

accessible to market participants throughout

Europe Investors enjoy high flexibility when

trading fund units via the stock exchange

because unlike conventional fund settlement

via an investment company fund units can be

bought and sold on the stock exchange continu

ously during normal trading hours and transac

tions take only matter of seconds Moreover in

exchange-based fund trading there is no front-

end load charged by investment companies

Performance Every millisecond counts

The execution times for orders in electronic

exchange trading have been cut to just few

milliseconds As result of permanent improve

ments Xetra is one of the fastest and most reli

able trading systems in the world The round-trip

time for an order from the participants trad

ing desk via matching in Xetra and back to the

participant as trade confirmation now aver

ages seven milliseconds for algo traders with

top speeds of as little as three milliseconds

achieved by Xetra

Extremely short round-trip times are particularly

important for algorithmic trading This trading

technique enables participants systems to in

dependently generate buy and sell orders on the

basis of mathematically defined correlations

or algorithms Algorithmic trading is one of the

most important growth factors for on-exchange

securities trading It accounted for about 43 per

cent of the order volume in 2008 and remained

at this high level even during the difficult mar

ket situation in the fall Algorithmic traders have

proved to be liquid and active partners in trad

ing on Xetra

100
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200
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New competitors Generating additional

trading volume

The new trading platforms that have emerged to

rival Deutsche Börse need to be taken seriously

However they have achieved lower market

share from trading with German equities than

they have from trading with domestic securities

on markets of other established European ex

change operators proof that the Xetra trading

system is competitive Moreover their entry into

the market has not caused decline in the vol

umes of Xetra participants Rather the new

providers seem primarily to attract orders that

were previously traded over-the-counter or that

represent new trading volumes This means

that more trading platforms provide additional

arbitrage opportunities for trading participants

and thus boost total trading volumes On-ex

change trading proved its worth especially in the

particularly turbulent weeks in September and

October 2008 offering high liquidity reliability

high-speed systems even under maximum

loads trading integrity and protection against

counterparty default provided by the central

counterparty

To finance their growth they can obtain equity

capital on the stock exchange Many companies

have prepared themselves sufficiently to go public

quickly as soon as the capital market environ

ment improves Deutsche Bbrse also offers alter

natives to the classic P0 for example through

private placement listings

Listing platform internationalized

Deutsche Börse has won further international

issuers for its
listing platform In spite of the dif

ficult capital market environment there were

four IPOs from Ukraine one from Russia and

five from China In addition Deutsche Börse

has signed agreements with the St Petersburg

Currency Exchange SPCEX and the Bombay

Stock Exchange BSE to strategically cooperate

on listing activities in the future Together with

both partners Deutsche Börse plans to drive the

internationalization of the German Russian

and Indian financial markets thus opening up

all markets involved for international investors

and companies

Russian and ndan

exchanges become

strategic partners

Difficult market environment in

the issuing business

The financial crisis caused the number of IPOs

to fall not only at Deutsche Bbrse but on all

stock exchanges around the world In spite of the

difficult market environment Deutsche Bbrse

recorded new entries in 2008 180 of these

were listed on the First Quotation Board which

was introduced in October This new segment

in the Open Market of the Frankfurter Wertpa

pierborse FWB the Frankfurt Stock Exchange

includes companies listing
here for the first time

and increases the companies visibility to in

vestors There were 16 new entries in the Entry

Standard and 12 in the Prime Standard

Secure capital through the primary market

The ups and downs of the economy do not

change the fact that companies can only benefit

from the opportunities offered by globalization if

they have sufficiently large capital base How

ever the financial crisis has stalled their efforts

to obtain debt financing The capital markets

could be one way out of the credit squeeze

Europes most attractive
listing venue
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Eurex Trading and Clearing of Derivatives Con
tribute to the Integrity of the Financial Markets

Sates revenue up 41 ercent to It 010 mWion

1radirg voumes at Eurex aret SE over hi km conLraei.s 101 the 11 rsi time
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Eurex is one of the worlds leading market

places for trading on-exchange derivatives

Eurex Clearing is Europes largest central coun

terparty offering clearing services for both

the derivatives and the cash markets setting

standards through the quality and effective

ness of its risk management The winning

combination of distribution innovation tech

nology and integrated clearing together with

the principles of transparency and neutrality

is at the heart of the Eurex business model and

provides the basis for future growth In 2008

Eurex demonstrated just how reliable its busi

ness model is even in times of extreme market

uncertainty Eurex therefore makes signifi

cant contribution to the integrity of the finan

cial markets and winds up the year again with

record trading volumes

Eurex is the on-exchange derivatives market of

Deutsche Börse Group and Eurex Clearing is its

clearing house On-exchange derivatives markets

organize the exchange of market risks through

standardized derivatives clearing houses are

responsible for settling and managing risk for

transactions after the trade has been executed

Eurex was established in 1998 as merger

between the Swiss derivatives exchange SOFFEX

and Deutsche Terminbbrse German Futures and

Options Exchange DTB Since then it has

evolved into an integral part of the global deriv

atives markets and now looks back on ten years

of successful electronic trading and clearing

Between 1998 and 2008 trading volumes grew

by 24 percent year on average In 2008

total of 2165.0 million contracts were traded

on Eurexa new record that once again

proved the success of Eurexs business model

in the past financial year

This success is the result of combination of

four factors global distribution product innova

tion technology leadership and integrated clear

ing These not only form the basis for growth

but also account for the reliability of the Eurex

business model They ensure that Eurex makes

significant contribution to the integrity of the

financial markets especially in times of extreme

market uncertainty and heightened volatility

Eurex continued to systematically enhance its

business model in 2008 Following its merger

with the International Securities Exchange

Holdings Inc ISE the leading US options ex

change at the end of 2007 it is now the largest

transatlantic marketplace for on-exchange de

rivatives trading

24 percent annual

growth since 1998

Europes global

iinancial marketplace

eurexchange.com
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43 new participants

and over 200 new

products

Cooperation with

European Energy Ex

change strengthened

eex.corn

Distribution Global reach and

international customer structure

Eurex offers all participants equal access to the

marketplace and product range irrespective of

their physical location At the end of 2008 the

Eurex distribution network had 404 participants

with 8667 traders Another 51 institutions were

in the process of getting approval Eurex already

generates 80 percent of its total trading volume

outside its home markets of Germany and

Switzerland

Access for new customer groups

In 2008 Eurex expanded its distribution net

work to include 43 new participants worldwide

mainly in Continental Europe the USA and the

financial centers in Asia Direct market access

is particularly sought-after by participants whose

business models focus on market making and

own-account trading Likewise US-based cus

tomers that pursue algorithmic trading strategies

showed keen interest

Growth potential in emerging markets

Eurex uses its Trader Development Program to

further expand into the growth regions of Asia

and Central and Eastern Europe where regula

tory factors have to date prevented direct mem
bership Over 200 traders from these regions

now trade on Eurex using the infrastructure of

existing participants

Protection for institutional investors

Demand for derivative instruments grew again

among institutional investors At the same time

however increasing market uncertainty as re

sult of the crisis in the financial markets means

that asset managers hedge funds and insurers

are on the lookout for effective risk management

instruments In addition an increasing number

of off-exchange transactions are being moved to

Eurex Clearing for settlement to eliminate coun

terparty risks through central clearing

Innovation New products

and alliances

New products give market participants new im

petus to develop their investment hedging and

arbitrage strategies thus generating additional

trading volume For this reason Eurex continu

ally adds new products to its portfolio while at

the same time developing new asset classes for

on-exchange derivatives trading

In 2008 Eurex introduced total of more

than 200 futures and options many of them

single-stock futures These investment instru

ments are popular with investors especially

in times of tight liquidity As result their

volume grew by 148 percent in 2008 the

fastest growth rate of all Eurex products

Other new derivatives included options on

various German and European equities

derivatives based on DivDAX and the MSCI

Russia Index as well as futures on global

and pan-European sector indices

In January 2008 Eurex launched an asset

class for inflation derivatives and introduced

inflation-protected indexed futures which

are based on the harmonized consumer price

index for the eurozone and complement

Deutsche Bdrses traditional inflation-linked

cash market products

In the first quarter of 2009 Eurex will ex

pand its range of commodities products by

introducing gold futures and options It will

also be the first European exchange to intro

duce real estate futures

Alliances also provide new trading opportunities

for Eurex market participants As result of the

close cooperation between Eurex and the Euro

pean Energy Exchange EEX in Leipzig all

Eurex participants have been able to trade EEXs

CO2 products via Eurex since the end of 2007

The trading volume of emission certificates rose

by 348 percent in the course of 2008 There

are plans to extend this cooperation to other

product groups
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Technology Technology Roadmap

and Eurex Release 11

Eurex has been leading innovative force in

electronic derivatives trading and clearing and

technology is critical factor for the success of

the Eurex business model Stable and reliable

information systems are basic prerequisite for

technological integrity in derivatives trading At

the same time they ensure that the skills are in

place for efficiently implementing product inno

vation The main factors for Eurexs successful

technology leadership are as follows

Capacity Since 1998 the number of trans

actions processed on the Eurex system has

grown by an average of more than 80 per

cent year

Speed Over the same period the speed at

which Eurex processes these transactions

has increased by 95 percent up 25 percent

year on average Today the mean process

ing time for transaction is just few mil

liseconds

Throughput Market and price information

has to be available at ever increasing speeds

and in ever higher numbers Since August

2008 Eurex disseminates market data to the

participants via network connections with

bandwidth of up to 120 megabits per second

In addition to the growing number of tradable

products and additional participants the main

drivers of this development are algorithmic trad

ing models which make extreme demands on

system capacity speed and throughput capabil

ity In algorithmic trading models computers

place automated orders within fraction of sec

ond on the basis of mathematical calculations

historical trading patterns or arbitrage models

In 2008 these automated trading models ac

counted for more than 30 percent of the trading

volume on Eurex

For this reason Eurex introduced technology

roadmap back in 2006 which it implements

continuously to further enhance its technology

leadership position In 2008 Eurex continued

to make substantial investments to boost the

performance of its systems and add new func

tions The roll-out of Eurex Release 11 in No

vember 2008 set new standards in this regard

Eurex manages risk effectively by netting margining

and collateralization

Monthly average in bn

Source Eurex Clearing

Eurex Clearing Key role in safe

guarding financial market integrity

Clearing forms the interface between trading

and post-trading tasks such as settlement and

custody Eurex Clearing is Eurexs fully inte

grated clearing house With around 2.3 billion

transactions processed in 2008 it is the market

leader in Europe

Eurex Clearing covers wealth of trading prod

ucts across all key asset classes such as deriv

atives equities bonds or energy In particular

Eurex Clearing settles all derivatives market

products traded via Eurex At the same time the

clearing house is the central counterparty CCP
for the Eurex derivatives market the Frankfurt

Stock Exchange the Irish Stock Exchange

Eurex Bonds and Eurex Repo as well as EEX

As such Eurex Clearing guarantees that each

trade executed on these markets is settled even

if one of the trading partners defaults To this

end each clearing member deposits collateral

margin with Eurex Clearing In addition the

clearing house maintains clearing fund to

cover the colt nterpa rty risk which is funded by

all clearing members under the terms of the

clearing conditions In 2008 the monthly aver

age of market risk cleared by Eurex Clearing

9715 9671

52

44

Netting Margining 8Mer Collateral deposited

by clearing member

Clearing

volume

Total collateral

Algorithmic traders

generate 30 percent

of trading volume
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Clearing house for

on-exchange and

OTC trading

eurexclearirig.corn

amounted to some 9700 billion gross By

netting positions and calculating default risks

the CCP reduced the total market risk to 44 bil

lion net This remaining net risk of clearing

member defaulting overnight was collateralized

by the clearing members with 52 billion on

average In December 2008 Eurex Clearing

even managed collateral in securities and cash

for its customers averaging 63.5 billion an

increase of 48 percent compared to the same

month of the previous year

Maximum default protection and effective risk

management in on-exchange trading

In 2008 the bankruptcy of Lehman Brothers

International Europe demonstrated the funda

mental reality of counterparty risk and served

as vivid illustration to all market participants

and regulators of how important stable financial

markets are As Europes largest central coun

terparty Eurex Clearing assumes key role es

pecially during times of crisis in stabilizing the

financial markets and safeguarding market in

tegrity Eurex Clearing provided fresh proof of

its performance and reliability

After Lehman Brothers defaulted Eurex

Clearing transferred 99.5 percent of all out

standing customer positions to other clearing

participants within one week The market risk

of any positions still outstanding was covered

at all times by the collateral deposited previ

ously with Eurex By settling open positions

effectively Eurex Clearing avoided any domino

effects on other market participants and thus

significantly limited the systemic risk of de

fault by other market participants

Eurex Clearings permanent risk management

is unique Eurex Clearing is the worlds only

major clearing house to control risk continu

ously by recalculating risk positions every five

minutes during trading hours The outstand

ing positions of each clearing participant are

valued at market prices In case the risk

position deteriorates additional margins are

called immediately This is only possible

because trading and clearing are integrated

under one roof The necessary verification

processes are directly built into the trading

system and risk management is-carried out

simultaneously In 2009 risk management

will be further enhanced to real-time

and for off-exchange transactions

Over 80 percent of global trading in derivatives

is off-exchange or over the counter OTC In

view of the impact of the crisis in the financial

markets OTC participants in particular have

growing need to cover their risks through cen

tral counterparty Regulators in Europe and the

US too are increasingly focusing on the advan

tages of clearing house when considering

measures to stabilize the financial markets in

the long term the European Commission and

the European Central Bank have explicitly en

dorsed the introduction of central clearing ser

vices for OTC trading to boost market trans

parency and integrity

Eurex Clearing is the European market leader

in OTC derivatives clearing and offers broad

range of functions and products In 2008

it continued to extend its offering for OTC trad

ing thus increasing the volume processed in

this category by 44 percent to 854.3 million

contracts

The Multilateral Trade function is recent

introduction It allows brokers to enter OTC

transactions known as block trades involv

ing more than two counterparties on one

side Even ifthere are several counterparties

the transactions are processed automatically

and the default risk is eliminated

At the same time all trades involving several

parties on the opposing side are subject to

deal-based pricing regardless of the number

of partial executions Eurex Clearing only

charges one price for the whole block trade
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In addition Eurex has considerably lowered

the fee caps for OTC block trades in equity

options and equity futures This makes the

clearing house even more attractive for very

large transactions which would previously

have been traded over the counter

The Exchange for Swaps function has been

extended and also includes equity index

swaps since November 2008 This allows

market participants to combine exchange-

traded index futures with the corresponding

equity index swaps thus transferring their

trading volumes to regulated market

Eurex and ISE Merger strengthens

both partners

In December 2007 Eurex completed the

merger with SE Together Eurex and ISE are

leading global derivatives marketplace with

product leadership in equity and equity index

derivatives trading The central idea behind the

merger is to leverage the strengths of both or

ganizations While it benefits from the parent

companys international standing and know-how

SE continues to operate independently under

its own brand and management team Thus its

fundamental strengths its entrepreneurial

spirit and creativity as well as market and tech

nology expertise have been preserved

SEs primary business is its all-electronic op

tions exchange which offers US dollar-denomi

nated options on equities ETFs indices and

fixed-income products With over one billion

contracts traded in 2008 up 25 percent year-

on-year and 30 percent share of the overall

market for exchange-traded US equity options

SE is the worlds largest equity options exchange

The ISE Stock Exchange which was launched

in September 2006 was acquired by Direct

Edge Holdings in December 2008 SE is posi

tioned in an optimal way to participate in the

US equities market through its 31.5 percent

ownership stake in Direct Edge the fastest

growing venue for equities trading in the US

Furthermore SE is leading provider of com

prehensive market data products for investors

Complementary partnership with future

ambitions

Global partnerships are becoming increasingly

important in todays financial markets and par

ticularly so when they result in complementary

customer base and joint product development

opportunities Eurex and SE jointly have some

590 members of whom only around 40 trade

at both exchanges Eurex ISE and The Options

Clearing Corporation have initiated joint proj

ect to develop transatlantic link for trading

and clearing The link allows Eurex members to

access SEs options market using their existing

Eurex connections Customers will benefit from

highly efficient access to the worlds largest

equity options market major step ahead in

transatlantic market integration on the deriva

tives side In addition Eurex and SE are work

ing closely together with the US Securities and

Exchange Commission SEC to achieve mutual

recognition of regulatory standards for securities

Currently Eurex may only distribute selected

futures products that fall under the jurisdiction

of the Commodity Futures Trading Commission

CFTC in US markets

Joint initiatives focus on product range and

technology

In order to continuously expand its product

portfolio SE plans to list options on Eurexs key

benchmark products such as the DAX bench

mark index for example pending approval of

US regulatory authorities in charge

very important joint project between ISE Eurex

and Deutsche Börse Systems is the development

of the next-generation trading platform The new

system will be deployed first at ISE and may

subsequently also serve as common platform

for Eurex and the cash market SE will go live

with the new trading system in 2011 see chap

ter Information Technology for details

Eurex and SE

leading
in on

exchange deriva

tives trading

Over bn contracts

traded on SE

isecom
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Market Data Analytics Ensuring Stability

through Transparency

Ga es \5OLE icreaserl by ps cant to GO Uim

U1iLwOn new products to sass revenue at percerir

nave ntemai one indices or ndex families esrxcuvey

Deutsche Börse

cakuates 2.700

ndces

Share prices and trading volumes indices

and master data statistics and analyses all

these track the events on the capital markets

functioning market is based on accurate and

comprehensive information that is available

quickly and reliably The products of the

Market Data Analytics segment meet these

requirements and thus contribute directly to

stability on the financial markets

The Market Data Analytics segment collects

and prepares capital market data and distributes

it to customers in 154 countries Capital market

participants and other interested parties subscribe

to receive this information which they then use

themselves process or pass on

Market Data Analytics has enjoyed years

of successful growth The segment generates

much of its sales revenue through long-term

arrangements with customers and is largely in

dependent of trading volumes and volatility on

the capital markets Thanks to its powers of

innovation the segment generated 15 percent

of its sales revenue with products that have

been on the market for fewer than three years

The products offered by the segments business

areas are aimed at three customer groups

Issuers use the data from Market Data

Analytics as underlying instruments for their

financial products

Securities traders fund managers investment

consultants and private investors purchase

real-time price information on German and

international financial instruments and draw

on this to make their buy or sell decisions

and recommendations They obtain this data

either directly or through intermediaries

data vendors

Clearing settlement and securities trading

firms mid- and back offices receive accu

rate reference and company-specific master

data which they use to carry out their risk

management activities and guarantee accu

rate settlement

Issuers Growing the range

of indices

Deutsche Börse develops and calculates around

2700 indices and distributes them worldwide

They are used by banks and fund companies as

underlyings for the financial instruments they

offer on the capital market Customers of Market

Data Analytics mainly include passive fund

managers and issuers of structured products such

as warrants and certificates Indices are also

used by investors to gauge the performance of

their investments
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Indices as basis for all kinds of financial

products

Issuers can use the indices of Deutsche Bärse

to develop products for any market situation

and trading strategy However as result of the

financial crisis and in view of the flat rate tax

on interest income the number of innovative

complex derivatives issued has declined Instead

issuers made greater use last year of less specu

lative instruments such as exchange-traded

funds ETFs and established underlying in

struments such as the DAX For example the

index fund on the ShortDAX recorded an in

crease in assets under management of around

177 percent Overall Market Data Analytics

again won further prominent issuers as cus

tomers in 2008 which resulted in the sales rev

enue in the index business growing by 11 per

cent year-on-year

As in previous years innovation was the central

theme in the index business The same was true

for established underlying instruments Market

Data Analytics expanded its core group of

indices comprising DAX MDAX SDAX and

TecDAX with comprehensive sector indices

Furthermore it merged the 18 existing sectors

into nine major supersectors Utilities Telecom

munication Financials Industrials Information

Technology Pharma Healthcare Basic Mate

rials Consumer Goods and Consumer Services

Under the name DAXsupersector Deutsche

BOrse now calculates nine new indices includ

ing the most liquid companies from the Prime

Standard

In addition Deutsche Börse has also expanded

DAXglobatt its product family of international

indices

DAXglobal China DAXglobal Africa DAXglobal

Vietnam DAXglobal LatAm und DAXglobal

GCC complete the range of underlying instru

ments for world regions

DAXglobal Water represents the worlds

largest and most liquid companies in the

water industry

Seven DAXglobal Short indices are running

counter to their respective indices DAXglobal

Asia DAxglobal China DAXglobal Emerg

ing 11DAXglobal Russia DAXglobal Russia

DAXglobal BRIC and DBIX Deutsche Börse

India Index which tracks Indian companies

In addition Deutsche Bärse has introduced

new asset class Xpect indices which are

used for securitizing the risks of life and pen
sion insurers or other financial products

20 years of DAX
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Index guidelines with clear rules

The DAX blue-chip index owes it continued suc

cess to its transparency its high liquidity and

the fact that it is calculated according to clearly

defined rules In dynamic process such as

securities trading these rules must not reflect

the status of the 1980s but have to incorporate

the latest changes in trading behaviour For

this reason Deutsche Bdrse changed the weight

ing from pure market capitalization to market

capitalization adjusted for non-free float shares

in- 2002 Since 2004 there have also been

clear rules on which companies to include in or

exclude from the index Deutsche Börse contin

ued to develop its index guidelines in 2008

The importance of derivatives markets has in

creased and as result trading participants

place greater demands on the liquidity of index

components Moreover the number of takeovers

using innovative derivative products has risen

To counter potential liquidity bottlenecks that

could arise as result of this Deutsche Börse

has increased the minimum free float require

ments and now determines the free float more

quickly than it used to

ndex gwdehrces

mirror current devei

oprnmcnts
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Again strong growth of transmitted trading data

Average lumber of

CEF messages

per day in millions
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In addition to globalization another growth driver

emerged in 2008 many customers switched

to new superior products such as Eurex ultra

developed for customers requiring an in-depth

fast and differentiated insight into the order book

For example Eurex ultra provides complete

and urinetted pre- and post-trading information

from Eurex

Data provision flexibly tailored to customer

requirements

As the speed of trading and data transfer in

creases so does the volume of data Deutsche

Börse now distributes an average of 900 million

GEEtm messages day compared with 450 million

at the end of 2007 Not all market participants

and interested parties require all this informa

tion Subscribers are therefore now able to con

figure the data they receive from the proprietary

CEF data stream themselves by determining the

type volume and speed of the data stream

Data busirless grows

tnanks to new

customers and high-

quality products

Front offices and vendors

Accelerating growth

Comprehensive market transparency by deliv

ering precise data that is available in real time

and accessible to all and everywhere this is

Deutsche Börses value proposition based on

which it distributes its own market data and that

of international cooperation partners It collects

the data at the point of origin in the trading

systems of Deutsche BorseGroup at connected

trading venues e.g Irish Stock Exchange or

directly from other international data producers

e.g STOXX Ltd.

Particularly in the first half of the year under

review the segment won new customers for its

data packages in the growth regions of the Mid

dle East Eastern Europe and Asia The number

of users in these regions rose in the course of

the year at times by up to 40 percent compared

with 2007 Stable double-digit growth was also

achieved in the United States As result of the

global financial crisis however temporary con

centration on the home market was observed

CEF Core contains the complete data feed

on over 470000 instruments

CEF alpham allows customers to select up

to 100 instruments from the cash and deriv

atives market which are directly fed into

automatic trading applications

CEF DataSelect lets them choose up to

3000 instruments from the complete

data portfolio

GEE ultran- offers more in-depth and

differentiated insight into the order book for

futures and options

GEE ultra integrates the Enhanced Broadcast

Solution an innovative interface whose use

has resulted in reduced latency in the trans

feral of market data see Information Technology

chapter As with trading and settlement the

infrastructure for the data business is supplied

by Deutsche Bärse IT

2003 2004 2005 2006 2007 2008

CEF core including OEF alphav CEF DataSelect and CEF ultra
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New content to trigger trading signals

In addition to expanding the market data from

trading systems Deutsche Börse adds content

to the range of data it offers The content is

generated from external sources and collated in

line with customer needs Its European Directors

Dealings product makes it the only provider to

publish consolidated information on so-called

company insider transactions in real-time data

stream The data is presented in machine-

readable format which makes it especially suit

able for algorithmic traders as well as for fund

managers and analysts Market participants

with automated trading strategies will be able to

receive news in real time via the U.S financial

news agency Market News International which

Deutsche Bbrse announced it had acquired

in December 2008 With Xpect Data Deutsche

Bbrse provides data on life expectancies and

mortality risks since March 2008

Mid- and back offices Portfolio

completed by risk data

Market Data Analytics offers data products

and individual analyses for the mid- and back

offices of market participants Traditional prod

ucts are based on historical price and order

book data reportable transaction data securities

master and maturity data as well as master

data of market participants

Histarkal data Algorithmic traders in particular

recognize the value of historical price and order

book data for developing and testing their in

vestment strategies on the basis of actual trade

situations The segment increased its sales

revenue in this area by around 27 percent in

2008 further growth is expected

in structured products no longer have to be re

ported In addition foreign market participants

no longer have to disclose all transactions in

Germany

Master and maturity data Deutsche Bbrse

supplies securities reference data To date it

has received this data through an external ser

vice provider Wertpapier-Mitteilungen In 2009

this data will be migrated to the central securities

service system of Deutsche Bbrse so that the

trading and settlement systems of Deutsche

Börse Group can receive their data from single

internal source Overall business performance

in this area was positive in the year under review

Master data of market participants Avox

subsidiary of Deutsche Bärse manages expands

adjusts and supplies precise company-specific

master data which helps banks and financial

services providers to calculate and assess risk

especially counterparty and issuer risks Avoxs

business performed positively as result of

adding seven international financial institutions

to its customer base The global financial crisis

has led to greater demand for data that can be

used to detect and reduce counterparty risks

In addition to the established products the mid-

and back office area also added new products

to its portfolio in November 2008 With SENSIS

Deutsche Bbrse calculates objective risk indi

cators which show the dependency of financial

instruments on certain market risks such as

fluctuations in interest rates or foreign exchange

rates This allows asset managers to detect sys

temic risks and optimize their portfolio

Precise data for

assessing counterparty

risks avox.info

Mandatory data Via the TRICE system

Deutsche Börse supports securities firms in meet

ing their reporting requirements under article

25 of the Markets in Financial Instruments

Directive MiFID However sales revenue de

clined significantly in 2008 as according to

MiFID rules many transactions including those
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Clearstream Long-Term Strategy Pays off

re Sales rue grew shgbtly to b69.3 million

Volunieot assels under custody reached 10.6 trillion on vastly oversee

Strong growth in Global Sacu tWos Financing services

As an international central securities deposi

tory ICSD Clearstream provides global

services to the securities industry Based in

Luxembourg its core business is managing

the settlement and custody of international

securities In addition the segment offers

added-value services such as Global Securities

Financing GSF and investment funds serv

ices As central securities depository CSD
Clearstream also provides the post-trade

infrastructure for German and Luxembourg

domestic securities and cross-border settle

ment services

Throughout the global financial crisis Clear-

stream has delivered seamless service to

its customers thanks to its well-balanced risk

profile thus contributing to market integrity in

times of turmoil In addition its GSF services

continued to provide customers with liquidity

in drained credit market While the inter-bank

exchange of liquidity and collateral suffered

from lack of trust business partners could

continue to rely on Clearstream

2008 was another highly successful year for

Clearstream both in spite of and in part because

of the financial crisis While settlement and cus

tody had to cope with difficult market conditions

the credit crunch helped boost Clearstreams

collateral management services

Assets under custody bonds equities funds

and gold were valued at 10.6 trillion on aver

age Given the negative impact of the financial

crisis on the value of equities and the issuance

of new securities this slight increase in average

custody volume year-on-year is an excellent

result and strengthens Clearstreams position

among the largest global providers of securities

services Clearstream managed to increase

custody volumes principal revenue driver

in contracting market by expanding the cus

tomer base By the end of the reporting year

Clearstream served more than 2500 financial

institutions in over 100 countries With main

locations in Luxembourg and Frankfurt and

offices in New York London Dubai Hong Kong

Singapore and Tokyo Clearstream is close to

its customers in all major time zones

Settlement transactions processed by Clearstream

fell to 114.3 million in 2008 due to the reduced

trading activity in the global financial markets

Settlement processing is highly automated

as transactions are optimized processed in real

time and back-to-back trades are netted off

More than 2.500

customers in over

100 countries

-3 clearstream.com
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Throughout 2008 Clearstreams long-term

strategy has proven successful and the

segments main objectives remain steady

Increase interoperability between liquid

ity pools

Achieve excellence in asset servicing

Deliver added value in global securities

financing and investment funds services

On the basis of these strategic objectives

Clearstream is also focusing on the har

monization and integration of the post-trade

industry in Europe

Securities settlement in central bank money will

be fully commoditized allowing for increased

competition between custodians and CSDs in

asset servicing and value-added services How

ever the benefits for the European capital mar

ket will depend on how T2S is implemented

whether the final objectives can be achieved

and how many major markets join and in what

way Clearstream will continue to provide con

structive support to the ECB project team by

participating in all subgroups and having

senior representatives in the Advisory Group in

order to help define and implement T2S in the

most efficient way

Enhancing inter-

operability through

partnerships

Interoperability rather than

COnsolidation

Customers prefer single points of access to

multiple markets and asset classes and so pre

fer using an open architecture infrastructure

Clearstreams business philosophy is about

enhancing interoperability through partnerships

rather than targeting consolidation through

acquisition Foremost among the initiatives it

has rolled out in support of this strategy are

the launch of Link Up Markets by Clearstream

Banking AG Frankfurt together with seven

other European CSDs the launch of new

generation of settlement capability bringing full

interoperability with the major local markets

and the ongoing enhancement of the Bridge

settlement link by Clearstream Banking S.A

Luxembourg with Euroclear Bank

Clearstream Committed to T2S dedicated

to innovation in settlement

On 17 July 2008 the European Central Bank

ECB confirmed that it will be going ahead with

the implementation of TARGET2-Securities T2S
The aim is to provide settlement services in

euro central bank money ona single technical

platform The overall objectives to integrate

European financial markets improve efficiency

and reduce risk are widely shared by all stake

holders T2S could become the nucleus of

change in the European processing landscape

Link Up Markets Optimized interoperability

between CSDs

In April 2008 Clearstream Banking AG

Frankfurt Germany Hellenic Exchanges S.A

Greece lberclear Spain Oesterreichische

Kontrollbank AG Austria SIX SIS AG Switzer

land VP Securities Services Denmark

VPS Norway and recently the Cyprus Stock

Exchange have joined forces to significantly

improve post-trade efficiency and reduce the

costs of cross-border business in Europe

Link Up Markets will create common infra

structure through which the partner CSDs will

easily connect with one another and absorb

the differences in communication standards

that currently exist between them Thereby it

will facilitate the implementation of links

between CSD markets and introduce efficient

cross-border processing capabilities By con

necting to the common infrastructure each

participating CSD will have access to the ser

vices of other participating CSD markets across

all securities From risk perspective Link Up

Markets will implement delivery-versus-pay

ment settlement in central bank money in all

participating markets and thereby ensure risk

free securities settlement

CSD customers will benefit from single access

to 50 percent of the European securities market

and receive consistent best-in-class CSD settle

ment and custody services This central access

based on the existing local CSD infrastructure
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Unk Up Markets model Common infrastructure with one interface

Today In future

Oesterreichische

Kontroilbank

Other CSDs

Clearstreani Heilenic

Exchanges

Oesterreichische

Kontrohbank

Other csDs

Existirg connections

which customers are already familiar with trans

lates into reduced cross-border transaction costs

and savings from harmonized set of processes

Link Up Markets has the potential to reduce

current cross-border settlement costs by up to

80 percent The infrastructure is scheduled

to be launched in the first half of 2009 Link

Up Markets will act as facilitator both prior

to and post T2S implementation prior to T2S

via preparing CSDs and market participants

alike for world with T2S post T2S via the

asset servicing provided by CSDs

Faster processing The entire transaction life

cycle in real-time

In 2008 Clearstream launched new-genera

tion processing environment to deliver real-time

transaction processing across the full instruction

life cycle throughout the daytime settlement

period The scope of services that benefit from

these enhancements ranges from instruction

validation matching domestic market instruc

tion handling and feedback instruction sequenc

ing provisioning and collateral allocation to

substitution and customer reporting Real-time

settlement includes cash netting securities

netting and securities financing that support the

market by meeting the demands of the fast-

expanding lending and repo market Real-time

settlement at Clearstream is not limited to set

tlement against counterparties who are also

customers of Clearstream It extends to counter-

parties settling in the local markets around the

world Clearstreams capabilities are such that

customers now receive feedback on instructions

against local markets within 30 minutes through

out the operating day Consequently Clearstream

has significantly improved settlement deadlines

for securities in 36 domestic markets world

wide cash instruction deadlines for 26 curren

cies including the euro and corporate action

processing in domestic markets The new-

generation processing environment will ensure

seamless cross-border settlement interoperabil ity

with multiple liquidity pools

In 2009 Clearstream will focus on further

improving the service levels for Asian-Pacific

customers throughout their working day

Joint effort Further enhancing the Bridge

The electronic Bridge between Clearstream and

Euroclear Bank an electronic link across which

securities worth in excess of 80 billion on

average are settled every night was further

Sigruticarit improve

ments to settlement

deadlines

clearstream HeHenic

Exchanges

lberclear

sixsis

VP Securities VPS

Services

Iberclesr

SIX SIS

Securities

Services
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Further efficiencies

in the settlement of

transactions

enhanced in 2008 Customers now benefit

from improved settlement services between

the two ICSDs including

extended input deadlines for instructions

additional pre-matching and settlement

exchanges

faster and more frequent transaction-repair

and fails-management information

The interoperability of the Bridge has signifi

cantly contributed to attracting liquidity from

new customers In addition Clearstream intro

duced an aligned fee structure for internal

settlement transactions transactions between

two Clearstream customers/accounts and

Bridge settlement transactions between Euro-

clear and Clearstream The fee structure no

longer distinguishes between an internal and

Bridge transaction and provides large-volume

customers with substantial economies of scale

With these initiatives Clearstream offers cus

tomers the opportunity to settle against counter-

parties worldwide irrespective of the trading

and custody location and as efficiently as if

they were internal Clearstream counterparties

In 2008 Clearstream rolled out same-day corpo

rate action notifications and same-day instruction

deadlines for customers in twelve key local

markets effectively combining the best of global

and local service levels in one facility

Clearstream also opened an Operations Centre

in Prague during 2008 adding reach to and

increasing efficiency in its operating capacity

In first wave cash processing teams in Frank

furt securities reconciliation teams in Luxem

bourg and tax services teams in Luxembourg and

Frankfurt have benefited from new cost-effective

capacity in Prague Activities from new issues

income corporate actions and cash processing

teams Luxembourg have been transferred in

early 2009 The transitions were accomplished

seamlessly and production in Prague started

successfully reflecting Clearstreams strength in

planning and executing complex projects

Customer focus recognized in industry surveys

Clearstreams best-in-class philosophy has

been highly valued by industry surveys that

measure customer satisfaction In the annual

surveys conducted by Global Custodian maga

zine Clearstream was once again awarded

Accuracy in asset servicing

Custody is valuable for market participants

far beyond mere safekeeping Each time com

pany issues dividend makes an interest pay

ment or undertakes any one of staggering

variety of capital restructuring events wide

range of market participants must be informed

about it quickly and accurately As the capital

markets have grown in complexity and volume

Clearstream is challenged to meet this increased

demand in competitive environment that asks

for utmost flexibility but gives no margin for

error This is why Clearstream is determined to

focus on achieving excellence in asset servicing

and to provide best-in-class custody services

for its customers

first place as an ICSD

best-in-class in the categories Cross-Border

and Leading Client with 18 out of

22 awards

best provider of tn party repo services to the

international securities market in Europe

Customers who participated in this survey

explicitly commended Clearstrea ms flexibility

in providing customized solutions
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Adding value with innovative

products and services

Clearstream has managed to standardize and

automate settlement and can now offer even

more services that provide customers with

added value such as GSF and services for in

vestment funds GSF products have proven to

be beneficial to the financial community not

just in times of financial crisis And invest

ment funds ser-vices bring the much needed

automation to the funds industry

GSF Allowing for reliable collateral

management

Clearstreams GSF offers automated lending

and borrowing of securities as well as triparty

collateral management services These relieve

customers of their administrative burden and

reduce their risk and costs In the current finan

cial crisis market participants are more aware

of the importance of secured financing and

are increasingly transferring collateral to central

international liquidity pools In 2008 GSF con

tinued to grow strongly with monthly average

outstandings reaching 434.1 billion in Decem

ber 2008 24 percent up on the previous year

The Euro GC Poolinga collateral management

service offered in cooperation with Eurex was

particularly successful last year as reliable

liquidity pool Daily outstanding volumes reached

new records with daily peak at 61.4 billion

compared to 31.7 billion in 2007 Clearstream

enables its customers to manage their collateral

as single virtual pool of assets independent

of where these are held Due to the credit crunch

many banks have found it difficult to borrow

cash making this service particularly valuable

as it improves their liquidity by

eliminating counterparty risk by using the

CCP central counterparty service

ascertaining the superior quality of underly

ing securities by limiting the assets to those

which the ECB accepts as collateral

The eligible collateral in the Euro GC Pooling

basket was extended to French bonds in 2008

and encompasses more than 8000 securities

Clearstream itself operates on credit exposures

that are normally secured against strict and

conservative collateral guidelines As result

Clearstream has experienced no credit losses

from the financial crisis

Investment funds services Injecting efficiency

into fragmented market

Clearstream is at the forefront of the industry

in the area of investment funds services Its

proprietary order-routing system Vestima auto

mates and standardizes messages and business

processes for cross-border investment funds

At the end of 2008 despite the relatively un

favourable market environment this central

order routing platform offered access to more

than 43000 funds and was used by over 200

distributors around the world Settlement vol

umes reached 5.2 million transactions In 2009

Clearstream plans to create VestimaLink

solution for Asian market participants who

actively distribute European investment funds

It also aims to make investment funds eligible

as collateral

Clearstreams innovative post-trade solution for

investment funds the Central Facility for Funds

CFF has seen constantly growing number

of customers and markets since its launch in

2007 CFF allows cash and securities to be

exchanged synchronously between fund distrib

utors and transfer agents thus enabling the

adoption of settlement standards that have long

been established for other asset classes While

the service was primarily designed to cover

funds domiciled in Luxembourg it has been

rolled out to Belgium Switzerland Ireland and

the UK in the meantime The service also ac

quired its first customer in Asia in 2008 By the

end of the year 75 percent of the Luxembourg

investment funds had been transferred to the

new platform In recognition of its efficient and

cost-effective solution the UK-based magazine

The Banker presented CFF with the Technology

Award for Clearing and Settlement

liquidity hub for

asset optimization

and secured financing

Fund settlement solo

lion expands customer

base and enhances

market coverage
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information Technology Providing Reliable

and Efficient Infrastructure for Markets

Sales eveeue with external customers slghtiy nown to 95 percsnt

m/\val Ity rn tra leg and cearing systems above 99 99 percent

F.urex and Xetra order roundtrip times reduced significantly

The Information Technology segment develops

and operates Deutsche Börse Groups IT

infrastructure Over the past few years the

volumes traded on marketplaces the speed of

data traffic and the information requirements

of market participants have increased steadily

In accordance with its Technology Roadmap
Deutsche Börse Group invests in the perfor

mance of its systems and network to ensure

that trading is fast and dependable and trans

actions are reliably processed even at peak

loads The investments have paid off in 2008
system availability was above 99.99 percent

and latency reduced significantly

as for the whole of August 2005 In spite of

the sharp rise in requirements regarding system

capacity and speed systems were available to

customers for more than 99.99 percent of the

time in 2008 The hundredths of
percentage

point by which system availability fell short of

the 100 percent maximum were generally not

the responsibility of Deutsche Bdrse but due to

outages at network providers Deutsche Börse

Groups performance data tops those of other

exchange organizations worldwide while its

systems processed record volumes other major

stock exchanges had to delay trading and at

times even suspend it

Stable systems

record volumes

processed without

outages

Deutsche Börses investments in its systems

and network proved their worth during the

financial crisis when on some trading days the

systems had to cope with all-time peak loads

more than one million trades on Xetra around

1.5 billion quotes on Scoach and around 830

million quotations on Eurex In the case of

Eurex the number of quotations was the same

Every millisecond counts

Competition among trading platforms to achieve

the shortest possible round-trip times for orders

has long moved beyond dimensions of time that

are perceptible to humans speed in exchange

trading is now defined in terms of milliseconds

millisecond lead is less relevant for traders

who initiate orders manually than for algorithmic

traders who implement their trading strategies

with the aid of computer programs on high-

performance systems
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Averoge round-trip

time in milliseconds
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Accelerated trading on

Xetra and Eurex

not only for algorithmic

traders

Perfect support for algorithmic trading

Deutsche Bdrse recognized the trend towards

algorithmic trading in the cash and derivatives

markets early on and created ideal conditions

with the aim of becoming the platform of choice

for algorithmic traders To this end the Group has

accelerated the systems response times and

continuously increased throughput It upgraded

its trading systems again in 2008

The number of servers was increased and all

Eurex and Xetra servers were migrated to the

Itanium platform to reduce processing times

and boost throughput

With the new Enhanced Broadcast Solution

interface Eurex offers participants link with

advanced functional and technical features

so they can receive market data even faster

The Enhanced Transaction Solution provides

high-speed access to Eurexs most important

trading functions and focuses on the admin

istration of orders and quotations

Both enhanced solutions will also be available

for Xetra from June 2009 But even minor func

tional changes help algorithmic traders such as

the ability to quote several products at the same

time or the choice between saving an order per

manently or non-permanently and deleting it

more quickly by flagging it as non-persistent

At the end of 2008 the fastest processing time

for Eurex orders entered by market participants

with an adequate connection was just one

millisecond from input by the participant to the

exchange and back to the participant This was

over five to six times faster than in December

2006 For Xetra customers with optimal con

nections the round-trip time was cut to as little

as three milliseconds Even shorter times will

be possible when the Enhanced Transaction So

lution and non-persistent orders are introduced

Faster data transfer despite growing volumes example futures contracts

so
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Innovative Proximity Services
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Real-time transaction processing

Deutsche Börse IT also accelerated its post-trade

infrastructure by launching new-generation

processing environment to enable Clearstream to

deliver real-time event-driven settlement The

agreed turnaround time for end-to-end settlement

processing was reduced to below five minutes

for 99.5 percent of instructions thus ensuring

more efficient interoperability between the dif

ferent market participants Actual turnaround is

usually even quicker with the mean processing

time being under 1.5 minutes As result of

migrating the interchange of messages between

the Central Securities Depository CSD and

the International CSD ICSD in the Group to

1S015022 format for settlement and matching

SWIFT messages the two-way exchange be

tween these two entities is now in real time

which enables customers to meet their dead

lines more easily

Focus on risk management

The new version of the Eurex software which

was introduced in fall 2008 focuses on allow

ing customers to manage their risk better and

faster and thus enhance the stability and in

tegrity of the financial markets Eurex clearing

members can now monitor their own positions

and those of non-clearing members for whom

they have deposited capital and collateral mar

gins permanently during the day This information

enables them to control and manage their col

lateral more efficiently giving them much bet

ter protection than the risk calculations of other

derivatives exchanges and clearing firms More

over from the end of March 2009 risk calcu

lation will be real-time and event-driven any

change in derivatives position will cause the

collateral and cash balances of the affected

participants to be recalculated Likewise the

theoretical prices will be reassessed whenever

there is noticeable change in the underlying

exercise price

Enhanced risk protection

Deutsche Bdrse Group has also further ex

panded the functionalities for risk management

One example is the stop function Initially

Eurex only made this available to general clear

ing members GCMs to enable them to stop

the trading activity of non-clearing member

NCM if necessary With the new Eurex soft

ware version all NCMs can now use the stop

function In addition the new functionality al

lows GCMs to limit the trading activities of their

NCMs for example by setting limit for the

accumulated total volume in the order book or

for the total number of orders

The new functions have been permanently inte

grated into the Eurex system thus improving in

formation flows and processes and reducing risk

More than just technology

provider for the Group

The Information Technology segment also oper

ates marketplaces outside the trading platforms

of Deutsche Bbrse Group e.g in Vienna Dublin

and since 2008 in Sofia In addition trading

on the Eurex Bonds and Eurex Repo plat

forms as well as trading in energy and CO2 cer

tificates on the European Energy Exchange EEX

in Leipzig Germany run on Deutsche Bdrses

technology

New external business in Luxembourg

As Professionnel du Secteur Financier

status awarded by the Finance Ministry in

Luxembourg the Information Technology

segment has an international customer base

Thanks to its position as neutral and reliable

player with strong technological expertise in

the financial industry the segment has further

developed its range of regulated IT Managed

80 customers piace

their trading computers

close to Deutsche

Bhrses system servers

New functionalities

for risk management
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Services in Luxembourg and attracted new in

ternational customers to its Application Service

Provision portfolio For example ING uses an

integrated investment management platform in

dud ing corporate actions management SociØtØ

GØnØrale Securities Services uses trade and risk

management and the Belgian branch of Dresdner

Bank Luxembourg relies on the integrated bank

ing platform

In addition Link Up Markets joint venture

of eight European central securities depositories

that aims to improve the efficiency and reduce

the costs of post-trade processing of cross-

border securities transactions in Europe see

Clearstream chapter has appointed Deutsche

Börse Information Technology to operate the

IT infrastructure and network supporting Link

Up Markets

Award-winning information technology
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An innovative platform for all

of the Groups trading systems

Demands made on the speed capacity and

stability of trading and clearing systems will

continue to increase Deutsche Börse is devel

oping standardized global platform for its

systems that uses the same architecture for

different markets and financial instruments and

standardized interfaces for transferring data

between Deutsche Bdrses systems and those

of trading participants In doing this the Group

draws on its many years of functional and

technical experience in the development and

operation of innovative and reliable trading

and clearing systems

In developing the new platform Deutsche Börse

Group is using combination of open source

components commercial third-party software

and internally developed software This will

enable it to optimize the resources and develop

ment time needed for building the platform

while at the same time developing the logic of

its internal business processes in-house and

protecting its intellectual property

The new platform has modular design based

on shared technical infrastructure which

combines extremely low latency with high vol

umes Application-specific modules are used to

take into account the different requirements of

the markets of ISE Eurex or Xetra This design

offers optimum support for future expansions to

accommodate new functions and business op
portunities and reduces their technical develop

ment times As result Deutsche Börse Group

can operate markets efficiently fast and with

extremely high throughput irrespective of size

or asset class

Initially ISE will migrate its options trading

system to the new platform followed by other

markets of the Group and third parties which

may be moved to the new environment one af

ter the other The objective is to create techni

cal infrastructure that supports standardized

Group-wide liquidity network with links to all of

the Groups exchanges and third parties This

will enable trading almost 24 hours day and

will unlock new business potential In addition

the standardized infrastructure will tap syner

gies in operating the Groups various markets as

well as on the part of the market participants

who link into these markets another contribu

tion to ensure integrity for the financial markets

SE the first to trade

on new platform
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Group Staff Achieving Stability through Change

More employees

despite hfl.3flCl

crisis

Nothing is as constant as change To compete

in the global market companies have to be

flexible and adaptable For Deutsche Börse

Group the will to change is essential to ensure

stable and reliable working environment

even in the current global financial crisis Our

employees have repeatedly demonstrated their

commitment to joining us on this path and

their readiness to face change

With its restructuring program which was

launched in September 2007 and is scheduled

for completion in 2010 Deutsche Börse Group

took steps early on to prepare for toLigher com

petition to secure its business success in the

long term and enable it to continue operating from

strong position This readiness to embrace

change was one reason why Deutsche Bbrse

Group was able to successfully counter the im

pact of the financial crisis It managed to slightly

increase the size of its workforce in 2008 and

offer its employees secure yet demanding jobs in

dynamic environment

passion for diversity

The Deutsche Börse team is mirror image of

the changes in society On the one hand almost

half of the Groups employees come from coun

tries other than Germany With 65 nationalities

and 19 locations in 16 countries the Group

is model of diversity On the other hand they

have wide range of professional backgrounds

Deutsche Börse employs physicists mathemati

cians and IT specialists as well as economic

and financial experts or humanities graduates

Many processes are organized in the form of

project-based work Employees from different

locations work together in the project teams and

departments Targeted international assignments

for example at ISE in New York which was

acquired in 2007 encourage our staff to think

and act across linguistic and cultural borders

Deutsche Börse Group practices diversity in its

day-to-day activities The Company will con

tinue to actively promote heterogeneous work-

force in the coming years and has confirmed

this by signing the Diversity Charter initiated by

the German government

Development opportunities for all

Deutsche Bbrse expects its employees to be

adaptable and therefore encourages them to

develop and refine their skills on an ongoing

basis It offers choice of career models for

different types of employees in addition to the

classic management career path employees

can look forward to future as an expert or

project manager Each career path has different

development stages linked to corresponding

titles and compensation levels This allows em

ployees to work their way up in the Company

irrespective of conventional hierarchies
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Deutsche Börse Group identifies and promotes

highly talented employees with program for

high potentials in which 21 colleagues are cur

rently participating Through assessment centers

mentor discussions with Executive Board mem
bers and Managing Directors as well as work

on projects and seminars high potential candi

dates are trained for management positions

in the Company So far around 60 percent of

participants have moved up to management level

in Deutsche Börse Group

The Company also creates incentives for em
ployees to grow through its professional devel

opment program Employees are trained on the

job on specific projects as well as off the job

in hard and soft skills training courses Selected

employees are sent on part-time executive

education programs at Duke University in the

United States Johann Wolfgang Goethe Univer

sity in Frankfurt/Main the Luxembourg School

of Finance or the European Business School in

Oestrich-Winkel

Attractive compensation package

Aspiring employees who show willingness to

develop their skills can expect attractive com

pensation Almost all the Groups employees are

paid above collective pay scales Their remuner

ation consists of fixed salary and variable

bonus Due to the Groups excellent performance

the bonus was not cut in 2008 in response to the

global financial crisis Deutsche Bdrse also paid

other voluntary benefits in full Depending on

the location these include among other things

contributions to occupational pension plans

capital formation payments subsidized public

transport fares meal subsidies and accident

insurance

since 2003 The terms and conditions of this

Plan are unique among DAX-listed companies

depending on their tenure employees were able

to buy shares in Deutsche Bbrse at discount

of 30 or 40 percent on the issue price In addi

tion in recognition of the Companys excellent

business performance they were given bonus

of two shares free of charge for every ten shares

bought in 2008

Senior executives receive part of their per

formance-related annual bonus in the form of

Deutsche Boise AG shares under bonus

share scheme In this way they too can partic

ipate in the Companys success in the long

term through the growth of its share price

Looking ahead

2008 left deep mark on the financial sector

and it will not have been the last year to have

made extreme demands on the ability of com

panies to adapt and innovate Deutsche BOrse

Group will continue to embrace change and offer

its employees stable working environment

with very good prospects and outstanding com

pensation and career opportunities

In November 2008 Deutsche BOrse Group

already laid the foundation stone for its new

Group headquarters in Eschborn From mid

2010 employees based in the Frankfurt area will

once again be able to work under one roof

in new 80 meter tall building which is being

constructed in accordance with the highest

ecological standards

Achve deveopment

of ernpoyees

New corporate

headquarters from

mid 2010

To enable employees to participate in the

Companys long-term success Deutsche Börse

Group has been running Group Share Plan
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Executive Board Members and Their Appointments

to Supervisory Bodies of Other Companies
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Reto Francioni born 1955

Prof Dr or

Frankfurt/Main

Chief Executive Officer Deutsche BOrse AG

Deutsche BSrse
Dienstleistungs AG

Chairman

Deutsche Bhrse Systems AG

Chairman

Eurex Clearing AG

Deputy Chairman

Eurex Frankfurt AG

Deputy Chairman

Clearstream lnternational S.A

Deputy Chairman of the Board of Directors

Eurex Zurich AG

Deputy Chairman of the Board of Directors

Andreas Preuf3 born 1956

University degree in Economics

Diplom-Kaufmann

Frankfurt/Main

Member of the Executive Board and since

16 June 2008 Deputy Chief Executive Officer

Deutsche Bffrse AG

responsible for the Derivatives Market

Data Division

Member of the Executive Board

Chief Executive Officer

Chief Executive Officer

Chief Executive Officer

Member of the Management Board

...ix/

Chairman of the Management Board

International Securities Exchange LLC

Member of the Board of Directors

International Securities Exchange Holdings Inc

Member of the Board of Directors

U.S Futures Exchange LLC

Member of the Board of Directors

Thomas Eichelrnann born 1965

ic oec pub

Munich

Member of the Executive Board

Deutsche Barse AG

Chief Financial Officer

Member of the Group Executive Management

Member of the Group Executive Management

Member of the Group Executive Management

Member of the Executive Board

Member of the Executive Board

Deutsche BOrse Systems AG

since 13 Nov 2008

Eurex Clearing AG

Eurex Frankfurt AG

V-Bank AG former HW-invest AG
Clearstream Banking S.A

Member of the Board of Directors

Clearstream International S.A

Member of the Board of Directors

Cearstream Services S.A

Member of the Board of Directors

Deutsche Börse Finance S.A

Chairman of the Board of Directors

Eures Zurich AG

Member of the Board of Directors

Internationar Securities Exchange LLC

Member of the Board of Directors

since June 2008

Frank Gerstenschlager born 1960

University degree in Economics

Business Administration and
Engineering

Diplom-Wirtschaftsingenieur

Darrrrstadt

Member of the Executive Board

Deutsche BOise AG

responsible for the Cash Division

Member of the Executive Board

untii2tOt iii
Chairman of the Management Board

Frnx1vy /iii.is
Director

Coarstream Banking AG

Deutsche BOrse Diensteistungs AG

since 29 Oct 2008

Deutsche BOrse Systems AG

since 13 Nov 2008

Clearstream International S.A

Member of the Board of Directors

Scoach Holding S.A

Member of the Board of Directors

Michael Kuhn born 1954

Dr.-Ing

Frankfurt/Main

Member of the Executive Board

Deutsche BOrse AG

Chief Information Officer

responsible for the Information
Technology

Division

Chairman of the Group Executive Management

Chief Executive Officer

Member of the Executive Board

Deutsche BOrse Dienstleistungs AG

IDeputy Chairman until 31 Aug 2008
Eurex

Clearing AG

Eurex Frankfurt AG

Clearstream Services S.A

tMember of the Board of Directors

Deutsche BOrse Syotome Inc

Member of the Board of Directors

Eurex Zurich AG

tMember of the Board of Directors

Jeffrey Tessler born 1954

MBA

Luxembourg

Member of the Executive Board

Deutsche BOrse AG

responsible for the Clearstream Division

Chief Executive Officer

Chief Executive Officer

Chief Executive Officer

Clearstrearn Banking AG

tChairman

Deutsche BOrse Systems AG

Deputy Chairman

Deutsche BOrse Dienetleistungs AG

until 31 Aug 2008

Clearstream Banking S.A

Chairman of the Board of Directors

Clearstream International S.A

Member of the Board of Directors

Ciearstream Services S.A

Chairman of the Board of Directors

Membership is statutory superxsory Scares

Membership in comparable German and foreign

control bodies of boxiness enterprises

As at 31 December 2008 turrlens orherwise stead
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Supervisory Board Members and Their Appointments
to Supervisory Bodies of Other Companies

Dr Manfred Gentz

Chrirmerr since Dec 2008

Chairman of the Board of Directors

Zurich Financial Services Zurich

President of the International Chamber of

Commerce 0CC Germany Berlin

adidas AG Herzogenaurach

DWS Investment GmbH Frankfurt/Main

Zurich Financial Services Zurich

Chairman of the Board of Directors

Gerhard Roggemann

Deputy Chrrrrmen since Dec 2008

Vice Chairman

Hawkpoint Partners Ltd London

Euro-Product-Services AG Munich

luntil 27 June 2008

GP Günter Papenburg AG Schwarrnstedt

Chairman

FC Asset Management plc Edinburgh

Member of the Board of Directors

Friends Provident plc Dorking

Member of the Board of Directors

VHV Holding AG Hanover

Member of the Administrative Board

Herbert Bayer

Trade Union Secretary

verdi Department Financial Services

Area Frankfurt/Main and region

Frankfurt/Main

dwpbank -- Deutsche WertpapierService

Bank AG Frankfurt/Main

lnvestmentaktiengesellschaft für lang

fristige lnvestorenTGV Bonn

Deputy Chairman since 18 Feb 2008
BioCentive Ltd Jersey

Memtjer of the Board of Directors

DWS Investment S.A Luxembourg

Member of the Board of Directors

until 30 Oct 2008

InCentive Investment Ltd Jersey

Member of the Board of Directors

RiChard Berhand

Managing Director

J.R Morgan Securities Ltd London

J.R Morgan Futures Inc Hew York

J.P Morgan Cazenove Ltd London

Non-Executive Director

JR Morgan Clearing Corp New York

Member of the Board of Directors

since 20 June 2008

Birgit Bokel

Staff member in the Facility Management section

Deutsche Bdrse AG Frankfurt/Main

Hans-Peter Gabe
Staff member in the Recruitment

Development Training section

Deutsche Bdrse AG Frankfurt/Main

Richard Hayden

Vice Chairman

GSC Group London

Dr Konrad Humrner

Managing Partner

Wegelin Co Private Bankers St Gallen

AG für die Neue Zürcher Zeitung Zurich

Member of the Board of Directors

BrainsToVentures AG St Gallen

Chairman of the Board of Directors

Christian Fischbacher Co AG St Gallen

Merrrber of the Board of Directors

Christian Fischbacher
Holding AG St Gallen

Member of the Board of Directors

Credit Europe Bank S.A Geneva

Vice Chairman of the Board of Directors

Freie Presse Holding AG Zurich

Member of the Board of Directors

Habib Bank AG Zurich Zurich

Member of the Board of Directors

Neue Zürcher
Zeitung AG Zurich

Member of the Board of Directors

Private Client Bank AG Zurich

Member of the Board of Directors

SNB Schweizerische Nationalbank Zurich

and Bern Member of the Bank Council

Telsonic AG Bronschhofen

Chairman of the Board of Directors

David KreH

since Jan 2008

Chairman of the Board of Directors

International Securities Exchange LLC

New York

international Securities Excharrge LLC

New York

Chairman of the Board of Directors

Udo Behrenwaldt

Management consultant

Frankfurt/Main

Arcandor AG Essen

Deutsche Asset Management Investment

geseilschaft mbH Frankfurt/Main

Deputy Chairman

Deutsche Bank Privat- und Geschdfts

kunden AG Frankfurt/Main

Deutsche VermBgensbiidungsgesellschaff mbH
Frankfurt/Main Chairman

Feri EuroRating Services AG former Feri

Rating Research AG Bad Homburg

Deputy Chairman

Feri Finance AG Bad Homburg

GSC Investment Corp New York

Chairman of the Board of Directors

Craig Heimark

Managing Partner

Hawthorne Group LLC Palo Alto

Avistar Communications Corporation

Redwood Shores

IMem her of the Board of Directors

Herrnann-Josef Lamberti

Member of the Executive Board

Deutsche Bank AG Frankfurt/Main

8W Pensionsfonds des Bankgewerbes AG
Berlin since Jan 2008

BW Versicherungsverein des

Bankgewerbes a.G Berlin

Carl Zeiss AG Oberkochen

Deutsche Bank Privat- und Geschaffs

kunden AG Frankfurt/Main

IChairman

8W
Versorgungskasse des Bank

gewerbes e.V Berlin

Member of the Supervisory Board

European Aeronautic Defence and Space

Company EADS NV Schiphol-Rijk

Member of the Board of Directors
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Friedoch Merz

Member of the German Bundestag

the national parliament

Lawyer

Mayer Brown LLP Berlin

AXA Konzern AG Cologne

DBV-Winterthur Holding AG Wiesbaden

lnterseroh AG Cologne until 28 Feb 2009

IVG Immobilien AG Bonn

WEPA Industrieholding SE Arnsberg

since 29 Jan 2009

Chairman since 31 Jan 2009

BASF Antwerpen NV Antwerp

IMember of the Administrative Board

Stadler Rail AG Bussnang

Member of the Board of Directors

FriedriCh von Metzter

Personally liable partner

Metzer seel Sohn Co KGaA

Frankfurt/Main

DWS Investment GmbH Frankfurt/Main

Thomas NeiBe

since 21 Jan 2009

Chief Executive Officer

Deka Investment GmbH Frankfurt/Main

Dr Erhard Schipporeit

Management consultant

Hanover

CareerConcept AG Munich

Fuchs Petroub AG Mannheim

since May 2008

Hannover Ruckvemictierung AG Hanover

HD Haftpflichtverband der Deutschen

Industrie V.a.G Hanover

SAP AGWaldorf

Taanx AG Hanover

TUI Travel plc London

Member of the Board of Directors

non-executive

Dr Herbert Water

Chairman of the Board of Managing Directors

Dresdner Bank AG Frankfurt/Main

until 19 Jan 2009

Allianz Beratungs und Vertriehs-AG

Munich until 22 Apr 2008

Deutsche Lufthansa AS Cologne

since 29 Apr 2008

E.ON Ruhrgas AG Essen

Banco BPI S.A Porto

Member of the Board of Directors

Banco Popular Espaæo S.A Madrid

Member of the Conseo dx AdministraciOrr

Former Supervisory Board member

Kurt Viermetz

Until Dec 2008

Chairman until Dec 2008

Chairman ot the Supervisory Board

Hypo Real Estate Holding AG Munich

luntil 10 Oct 2008

Vice Chairman retired

JP Morgan Group New York

Hypo Real Estate Holding AG Munich

Chairman until 10 Oct 2008

KIW iPEX-Bank GrnbH Frankfurt/Main

Member of the Supervisory Board

since Jan 20081

Roand Pranti

Staff member in tte Configuration Management

Quality Assurance section

Deutsche BUrse Systems AG Frankfurt/Main

Sadegh Rismanchi

Staff member in the Configuration Management

Quality Assurance section

Deutsche BOrse Systems AG Frankfurt/Main

Deutsche Bbrse Systems AG

Frankfurt/Main

Otto \rVierczimok

Staff member in the Vaults section

Clearstream Banking AG Frankfurt/Main

until 31 Mar 2008

Clearstmeam Banking AG Frankfurt/Main

until 31 Mar 2008

Johannes Witt

Staff member in the Central Billing section

Deutsche BOrse AG Frankfurt/Main

Membership in statutsry supervisory boards

Membership in comparable German and foreign

central bodies of business enterprises

As at 31 December 2008 unless otherwise staed
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Report of the Supervisory Board

Dr Manfred Gentz

In the past financial year the Supervisory Board held in-depth discussions on the

position and prospects of the Company and performed its duties in accordance with the

law and the Articles of Association We regularly advised the Executive Board on the

management of the Company and monitored its work and were directly involved in all

key decisions Where demanded by law the Articles of Association or the bylaws the

Supervisory Board adopted resolutions following thorough examination

We held total of nine meetings four of which were extraordinary At our meetings the

Executive Board provided detailed timely and comprehensive information both verbally

and in writing in line with the legal requirements on the course of business the position

of the Company and the Group including the risk situation and risk management as

well as on the Companys strategy and planning We discussed all transactions signifi

cant for the Company in the plenary meetings and in the Supervisory Board committees

based on the reports of the Executive Board The great frequency of both plenary and

committee meetings facilitated intensive dialogue between the Executive Board and the

Supervisory Board Individual issues were also addressed between meetings both ver

bally and in written reports by the Executive Board In addition the Chairman of the

Executive Board continually informed the Chairman of the Supervisory Board of current

developments in the Companys business significant transactions and upcoming

decisions All members of the Supervisory Board attended more than half of the meet

ings of the Supervisory Board in 2008 The average participation rate was more than

90 percent
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Focus of the work of the Supervisory Board

At our Supervisory Board meetings we were continually informed of current develop

ments and initiatives by the CEOs reports as well as by the Executive Board members

responsible for the different business areas We discussed projects relevant to the Com
pany as well as market developments and regulatory changes The financial crisis and

its impact on Deutsche Börse Group were another particular focal point in the year

under review The Executive Board provided us with extensive information in this regard

The Supervisory Board was regularly informed about Deutsche Börse AGs share price

performance including the performance relative to its competitors In addition we gave
detailed attention to the cost reduction program for Deutsche Bbrse Group Moreover

the Executive Board reported on the business performance financial position and re

sults of operations of the subsidiaries of Deutsche Börse AG especially the post-trading

activities of Clearstream International S.A and its subsidiaries We also discussed

Deutsche Börses growth strategy and decided on strategic developments The shared

objective of both Excecutive Board and Supervisory Board is to utilize all opportunities

to achieve profitable organic growth without excluding acquisitions and other consolida

tion options

The Executive Board correctly submitted all transactions requiring our approval to us
and we approved these transactions We also verified that the Executive Boards actions

were lawful in all other respects by seeking legal advice from the Companys Legal

Department and in individual cases from external parties

At the Supervisory Board meeting convened on 27 March 2008 to adopt the financial

statements which was attended by the auditors we discussed in detail the 2007 an
nual financial statements and consolidated financial statements as well as the respective

management reports We approved the 2007 annual financial statements and consoli

dated financial statements thus following the recommendation of the Audit and

Finance Committee which had conducted an in-depth examination of the documents

In addition our discussion focused on the Companys and the Groups borrowing ca
pacity approving the budget for the 2008 financial year including the International

Securities Exchange ISE and adopting the agenda for the 2008 Annual General Meet

ing We also discussed ways of monitoring management more effectively We agreed

that the Supervisory Board should place an even greater focus on corporate strategy and

issues of fundamental importance to the Company In this context the Supervisory

Board resolved to adjust and raise the thresholds for certain transactions above which

its approval is required These thresholds had remained unaltered for years In par

ticular it increased the thresholds for the acquisition of equity investments for loans

sureties and guarantees as well as the thresholds above which any overshoot of

Deutsche Bärse Groups budget requires Supervisory Board approval
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At the meeting convened on May 2008 immediately prior to the Annual General

Meeting we received information about strategic initiatives and the forthcoming General

Meeting At the meeting held on 16 June 2008 the Executive Board reported on

liquidity management within Deutsche Bdrse Group In addition the Supervisory Board

approved an increase in the investment in the European Energy Exchange EEX
The Executive Board also reported on the Link Up Markets project as part of which

Clearstream Banking AG Frankfurt and six other leading central securities depositories

CSDs agreed to establish joint venture to make the cross-border settlement of secu

rities transactions more efficient

At the extraordinary meeting on 12 September 2008 the Supervisory Board was

informed about inquiries from individual shareholders who were challenging Deutsche

Börse Groups integrated business model Under this model the Group offers one-stop

securities trading clearing and settlement At this meeting the Supervisory Board dis

cussed at great length the question of whether the Groups integrated business model

should be maintained After detailed discussion the Supervisory Board confirmed that

it wants to retain the integrated business model In addition the process managed

by the Nomination Committee for proposing candidates to stand for the pending regular

election of shareholder representatives at the 2009 Annual General Meeting was pre

sented at the Supervisory Board meeting

At the regular meeting on 22 September 2008 the Supervisory Board dealt with strate

gic issues from the various business areas such as the positioning of the cash market

in competition with OTC trading platforms innovation in the derivatives segment and

various post-trading activities In addition it was informed about the planning status of

Deutsche Bdrse AGs new Group headquarters in Eschborn At an extraordinary meeting

held also on 22 September 2008 it discussed cooperation project between SE and

platform operator Direct Edge This cooperation project is aimed at ensuring sustained

growth in the cash market for US stocks

At the extraordinary meeting on 19 October 2008 Kurt Viermetz informed the Super

visory Board that he would leave the Supervisory Board and resign from his position as

Chairman of the Supervisory Board as of the end of December 2008 In addition the

Supervisory Board discussed the convening of an Extraordinary General Meeting that

shareholder had requested

At the regular meeting on December 2008 the Supervisory Board dealt with current

developments in the cash market and in clearing The Supervisory Board adopted the

budget for 2009 and discussed initial considerations for the dividend proposal for the

financial year 2008 It was also again informed about the remuneration system for the

Executive Board and adopted resolution on the future adjustments of the remuneration

system In addition to the remuneration components it thereby decided on the main
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contract elements and the redistribution of responsibilities between the Personnel Com
mittee and the Supervisory Board in response to the latest changes to the German

Corporate Governance Code Other agenda items included the adoption of the declara

tion of conformity for 2008 the presentation of the results of the efficiency audit and

the decision on resulting measures for implementation Finally the Supervisory Board

approved the candidates proposed by the Nomination Committee for the elections to

the Supervisory Board at the 2009 General Meeting After the regular meeting an extra

ordinary Supervisory Board meeting was held on December 2008 see Personnel

at the end of this report

Work of the committees

The Supervisory Board has total of six committees which are responsible for prepar

ing the decisions and topics to be discussed in the plenary meetings Additionally

we have delegated individual decision-making powers to the committees to the extent

that this is legally permissible Each of the committee chairs provided detailed reports

of committee work at the meetings of the Supervisory Board In accordance with the

bylaws the Chairman of the Supervisory Board automatically chairs the Personnel

Committee the Nomination Committee and the Strategy Committee The composition

of the individual committees is as follows

Composition of the committees

Personnel Committee

Kurt Viermetz

Chairman and member Until December 2008

Dr Manfred Gentz

chairman and member since December 2008

Richard Hayden

Friedrich von Metzler

Otto Wierczimok

Strategy Committee

Kurt viermetz

chairman and member until December 2008

Dr Manfred Gontz

Chairman and member since December 2008

Herbert Bayer

Birgit Boke

Richard Hayden

Friedrich Merz

Gerhard Roggemann

Audit and Finance Committee

Dr Manfred Gentz

Chairman until December 2008 and member

until February 2009

Dr Erhard Schipporeit

Chairman since December 2008 was already

member

Ode Behrenwaldt

Thomas NeiBe member since February 2009

Johannes Witt

Technology Committee

craig Heimark Chairmen

Sadegh Rismanchi

Gerhard Roggemann

Dr Herbert Walter

Clearing and Settlement Committee

Hermann-Josef Lamberti Chairman

Richard Benliand

Hans-Peter Gabe

Dr Konrad Hunimler

Nomination Committee

Kurt Viermetz

Chairman and member until December 2008

Dr Macfred Gentz

Chairman and member since December 2008

Richard Hayden

Friedrich von Metzler
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The Personnel Committee is responsible in particular for concluding amending or

terminating contracts of service with Executive Board members The Personnel Commit

tee met four times during the year under review At the beginning of the year it resolved

the bonus paid to Executive Board members for 2007 and established the goals for

2008 in addition the Personnel Committee concerned itself with the reappointment

of Andreas PreuI3 as member of the Executive Board of Deutsche Bdrse AG and his

appointment as Deputy Chief Executive Officer In the 2008 financial year the Commit

tee also dealt with the amendments to the German Corporate Governance Code relevant

to remuneration and drafted the resolutions of the Supervisory Board on the further de

velopment of the structure and elements of the remuneration system nd the associated

processes to implement section 4.2.2 of the new version of the German Corporate

Governance Code

The Strategy Committee held four regular meetings and one extraordinary meeting

in the period under review The Committee considered in detail the status of strategic

projects and discussed possible growth initiatives in this context In addition it dis

cussed Deutsche Bdrse Groups strategy for post-trading activities and adopted the

strategic planning for the Company Current strategic topics were also discussed at

the regular and extraordinary plehary meetings of the Supervisory Board in particular

The Audit and Finance Committee met eight times in the period under review The

Audit and Finance Committee discussed the annual financial statements and the audit

report for financial year 2007 in meeting at which the auditors were present It also

addressed the interim reports for the first and third quarter the half-yearly financial re

port which was reviewed by the auditors and the preliminary results for the first half of

2008 It obtained the necessary statement of independence from the auditors prepared

the Supervisory Boards proposal to the Annual General Meeting in May 2008 for the

election of the auditors and discussed the audit fee The auditors supported the Audit

and Finance Committee in all material questions relating to accounting and regular

monitoring activities Other important topics included Deutsche Börse Groups risk

management compliance reports on the internal control system and the internal audit

report The members of the Committee were regularly informed about these topics and

discussed them in detail including methods and systems applied as well as their effi

ciency Other topics discussed in detail by the Audit and Finance Committee included the

financial impact of the relocation to Eschborn the initiatives to optimize the capital

structure and their impact and the status of current nearshoring initiatives At its last

meeting in the period under review the Committee also discussed in detail the 2009

budget and the declaration of conformity and recommended these to the Supervisory

Board for approval
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The Technology Committee held four meetings in the period under review at which it

dealt with the further development of the Xetfa and Eurex trading systems in relation

to the roll-out of new releases in 2008 In this context the Committee discussed im

provements to system interfaces for participants and in algorithmic trading In addition

the Technology Committee received in-depth information about the IT strategies in the

Clearstream segment and at Eurex Clearing AG and discussed the integration of the

IT systems at ISE At the last meeting of the year under review it discussed in detail the

2009 II project plan for Deutsche Börse Group

The Clearing and Settlement Committee held two meetings in financial year 2008

It discussed the clearing and post-trading strategy of Deutsche Bbrse Group focusing on

strategic challenges in these areas Other focal points included regulatory developments

and structural changes in the post-trading business For example it considered the

progress in implementing the TARGET2-Securities project Other key discussion items

were the project reports of Clearstream Banking AG on reducing cross-border transac

tion costs in Europe Link Up Markets project

The Nomination Committee met six times Its work focused on preparations for the

election of shareholder representatives to the Supervisory Board by the 2009 General

Meeting The Nomination Committee received external advice on suitable election

candidates and following intensive discussion of the alternatives recommended

list of candidates to the Supervisory Board With input from external experts the Com
mittee also reviewed the existing remuneration of the Supervisory Board and came to

the conclusion that there is currently no need for revaluation The Nomination Commit

tee also dealt with the preparations for the election of the Chairman and Deputy Chair

man of the Supervisory Board at the extraordinary Supervisory Board meeting on

December 2008

The Supervisory Board regularly received comprehensive and continuous information

about all meetings of the Supervisory Board committees

Corporate governance and declaration of conformity

Corporate governance issues are of major importance to the Supervisory Board

We therefore decided in our annual declaration of conformity in accordance with

section 161 of the Aktiengesetz AktG the German Stock Corporation Act to comm
ent not only on the recommendations of the German Corporate Governance Code

but also voluntarily and without being legally required to do so on the suggestions

We have made the declaration publicly available on the Companys website under

www.deutsche-boerse.com Investor Relations Corporate Governance Declara

tion of Conformity More information on corporate governance at Deutsche BOrse

Group can be found in the report which has been adopted jointly by the Executive

and Supervisory Boards on pages 62 to 72 of this Annual Report
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Audit of the annual and consolidated financial statements

KPMG AG Wirtschaftsprüfungsgesellschaft Berlin audited the annual financial state

ments of Deutsche Börse AG and the consolidated financial statements as well as the

accompanying management reports together with the bookkeeping system and issued an

unqualified audit opinion The half-yearly financial report was also reviewed by KPMG

The documents relating to the financial statements and the reports by KPMG were

presented to us for examination in timely manner The auditors attended the relevant

meetings of the Audit and Finance Committee and the plenary meeting of the Super

visory Board convened to adopt the accounts The auditors reported on the key results

of the audit and elaborated in particular on the net assets financial position and results

of operations of the Company and Group as well as being available to provide supple

mentary information

The Audit and Finance Committee discussed the financial statement documents and

the reports by KPMG in detail with the auditors and examined them carefully It is satis

fied that the reports meet the statutory requirements under sections 317 and 321 of the

Handelsgesetzbuch HGB the German Commercial Code The Committee reported

to the Supervisory Board on its examination and recommended that the Supervisory

Board approve the annual financial statements and consolidated financial statements

including the management reports

Based on our own examination of the annual financial statements the consolidated

financial statements the management report and the Group management report we

concurred with the results of the audit performed by the auditors The final results of our

examination did not lead to any objections The Supervisory Board approved the annual

financial statements prepared by the Executive Board and the consolidated financial

statements at its meeting on 23 March 2009 in line with the Audit and Finance Com

mittees recommendation The annual financial statements of Deutsche Bdrse AG are

thereby adopted The Audit and Finance Committee discussed the Executive Boards

proposal for the appropriation of the unappropriated surplus in detail with the Executive

Board in particular in view of the Companys liquidity and financial planning as well

as taking into account shareholders interests Following this discussion and its own

examination the Audit and Finance Committee approved the Executive Boards proposal

for the appropriation of the unappropriated surplus After its own examination the

Supervisory Board also approved the Executive Boards proposal for the appropriation

of the unappropriated surplus

Personnel

The following changes took place in the composition of the Supervisory Board in the

period under review

David Krell was appointed member of the Supervisory Board with effect from

January 2008 by way of court ruling dated 12 December 2007 This appointment

as well as that of Dr Konrad Hummler who was appointed by way of court ruling
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dated 11 September 2007 was approved by the General Meeting on 21 May 2008
Kurt Viermetz resigned from his position as Chairman of the Supervisory Board and left

the Supervisory Board as of the end of December 2008

At its extraordinary meeting on December 2008 the Supervisory Board elected

Dr Manfred Gentz as Chairman of the Supervisory Board with effect from Decem
ber 2008 In accordance with the bylaws of the Supervisory Board the election of

Dr Manfred Gentz as Chairman of the Supervisory Board automatically made him the

Chairman of the Strategy Personnel and Nomination Committees In addition the

Supervisory Board elected Gerhard Roggemann as Deputy Chairman of the Supervisory

Board with effect from December 2008 and Dr Erhard Schipporeit as Chairman of

the Audit and Finance Committee as from the same date Dr Erhard Schipporeit thus

replaced Dr Manfred Gentz who had resigned from his position as Committee Chairman

when he was elected Chairman of the Supervisory Board Dr Manfred Gentz continued

to be member of the Audit and Finance Committee until he ended his membership
of that Committee with effect from February 2009 By way of court ruling dated

16 January 2009 Thomas NeiBe was appointed new member of the Supervisory

Board He was elected member of the Audit and Finance Committee with effect from

February 2009

Andreas Preul3 was reappointed for period of five years by way of Supervisory

Board resolution dated 16 June 2008 His term of office will end on 31 March 2014

At the same meeting Mr PreuB was appointed Deputy Chief Executive Officer of

Deutsche Bärse AG with immediate effect

Thomas Eichelmanns Executive Board mandate is to end by mutual agreement on

30 April 2009 The Supervisory Board would like to thank Thomas Eichelmann already

today for his very successful work

We would like to personally thank former Supervisory Board member and former

Chairman of the Supervisory Board Kurt Viermetz for his outstanding service for

Deutsche Bbrse AG whose further development he supported tirelessly and with high

commitment In addition the Supervisory Board would like to thank all its members

who will resign from the Supervisory Board upon conclusion of the Annual General

Meeting and the Executive Board as well as all employees and the employee represen

tatives for their excellent work Once again they contributed decisively to successful

financial year for Deutsche Bbrse Group

Frankfurt/Main 23 March 2009

On behalf of the Supervisory Board

Dr Manfred Gentz

Chairman
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Corporate Governance Report

Corporate governance stands for responsible

management and supervision of the Company

and promotes long-term value creation Good

corporate governance boosts the confidence of

investors business partners employees and

the financial markets and is therefore indis

pensable for sustaining the Companys success

Deutsche Börse Group attaches great im

portance to the principles of responsible cor

porate governance

Corporate governance

The Executive and Supervisory Boards of

Deutsche Börse AG dectare that all of the rec

ommendations of the Government Commission

on the German Corporate Governance Code

version dated 14 June 2007 were observed

with one reservation The recommendations

of the Government Commission on the German

Corporate Governance Code version dated

June 2008 published in the electronic Fed

eral Gazette on August 2008 have been

and will continue to be observed with two

reservations

Since January 2008 the Company has no

longer complied with the recommendation of

agreeing an appropriate deductible for the D0
directors and officers liability insurance policy

The D0 policy concluded by Deutsche Bärse

AG does not provide cover for willful breach of

duty As result the question of whether or not

deductible should be agreed arises only in

the case of negligent breaches of duty In fact

deductible in cases of negligence has to date

been relatively uncommon in other countries

Hence retaining the deductible could frustrate

the Companys goal of staffing its boards with

prominent individuals from outside Germany who

have extensive business experience

The new version of the Code dated June 2008

recommends that when entering into Executive

Board contracts maximum settlement payments

severance payment caps should be agreed

In relation to this recommendation it should be

noted that the Supervisory Board of Deutsche

Börse AG has already intensively addressed the

issue of severance payment caps in the past For

instance the current contracts with the members

of the Executive Board already include limitations

on settlement payments in the event of change

of control When new Executive Board contracts

are entered into or existing contracts are ex

tended the Supervisory Board or the appropriate

committee of the Supervisory Board of Deutsche

Börse AG will examine the implementation of

the recommendation on case-by-case basis

The Executive and Supervisory Boards also dis

close any other departures from the suggestions

in the Code without being under legal obliga

tion to do so large majority of the suggestions

in the Code have been and are complied with

Deutsche Börse AG complies with the Codes

suggestion that the General Meeting should be

broadcast using modern communication media

by giving shareholders the opportunity to follow

the opening speeches of the Executive and the

Supervisory Boards at the 2009 Annual General

Meeting on the Web decision on whether to

broadcast the full 2009 Annual General Meet

ing on the Web has not yet been taken

The suggestion that separate preparatory dis

cussions for Supervisory Board meetings should

be held by representatives of the shareholders

and of the employees has generally not been and

High teed of compH

ance with Corporate

Governance Code
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will not be complied with As departure from

section 3.6 subsection of the Code the Super

visory Board of Deutsche Börse AG has decided

not to institute separate preparatory meetings

before Supervisory Board meetings as stan

dard practice but only to do so if necessary

The Supervisory Board regularly receives com

prehensive information about all meetings of

the Supervisory Board committees Information

on the composition of the Supervisory Board

and its committees can be found on pages 54

to 61 of the Report of the Supervisory Board

The Supervisory Board of Deutsche Börse AG

The Supervisory Board supervises and advises

the Executive Board in the management of the

Company Important business decisions are

subject to its approval At the suggestion of its

Personnel Committee the plenary meeting of

the Supervisory Board resolves the remunera

tion system for the Executive Board including

the key contract elements and examines the

system regularly

The Supervisory Board currently still has

21 members On the basis of the resolution

adopted by the Annual General Meeting of

Deutsche Bdrse AG on 21 May 2008 the

Supervisory Board will be reduced by three

members as from the end of the General Meet

ing to be held on 20 May 2009 It will then

have 18 members twelve shareholder represen

tatives and six employee representatives All

shareholder representatives will be newly elected

by the 2009 General Meeting the terms of of

fice of the current representatives will expire at

the end of the 2009 General Meeting

Kurt Viermetz resigned from his position as

Chairman of the Supervisory Board as at the

end of December 2008 At its meeting on

December 2008 the Supervisory Board of

Deutsche Börse AG elected Dr Manfred Gentz

as Chairman of the Supervisory Board and

Gerhard Roggemann as Deputy Chairman with

effect from December 2008 Thomas NeiBe

was appointed to the Supervisory Board by way

of court ruling on 14 January 2009

Work in the Supervisory Board committees

The Supervisory Board of Deutsche Bdrse AG

has established six committees Currently it has

Strategy Committee an Audit and Finance

Committee Personnel Committee Nomina

tion Committee Technology Committee and

Clearing and Settlement Committee

Efficiency audit to optimize the work of the

Supervisory Board

Deutsche Bdrse AG regards regular examina

tions of the efficiency of the Supervisory Board

as key component of good corporate gover

nance In compliance with the recommendation

of the German Corporate Governance Code the

Supervisory Board of Deutsche Börse AG again

dealt with the examination of the work of the

Supervisory Board in financial year 2008 The

work of the Supervisory Board was thoroughly

examined with the help of external experts The

examination confirmed once again that the core

topics material to the Company receive detailed

and thorough treatment from all six committees

of the Supervisory Board

The results of the efficiency audit weredis

cussed at the last Supervisory Board meeting

of the year under review In addition it was

resolved to implement recommended actions

to further optimize the work of the Super

visory Board

Close cooperation between Executive Board

and Supervisory Board

The Executive and Supervisory Boards work

closely together in the best interests of Deutsche

Börse AG and based on mutual trust The Exec

utive Board provides the Supervisory Board with

regular timely and comprehensive information

on all issues concerning planning business de

velopment the risk situation and risk manage

ment in the Company It agrees the Companys

strategic orientation with the Supervisory Board

and regularly discusses with it the status of

strategy implementation The Executive Board

also reports on the control systems used by the

Company risk management internal control

system compliance internal auditing The

Audit and Finance Committee addresses these

issues in greater detail and reports on them to

the full Supervisory Board The Executive Boards

bylaws stipulate which issues must be addressed

by the full Executive Board and which majorities

are required for the adoption of Board resolutions

Supervisory Board

reduced by three

members

Supervisory Board

forms six commetees
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The schedule of responsibilities sets out the

Company divisions for which the individual Exec

utive Board members are responsible

Directors dealings

In accordance with section 15a of the Wertpa

pierhandelsgesetz WpHG the German Securities

Trading Act the members of the Executive and

Supervisory Boards of Deutsche Bdrse AG

are obliged to disclose the purchase or sale of

Deutsche Börse shares and derivatives de

tailed account of directors dealings can be found

on the website of Deutsche Bdrse AG

course of the financial year it publishes up-to-

date information in the half-yearly financial

report and in the interim reports for the first and

third quarters The financial statement docu

ments and the Annual Report are available

within 90 days of the end of the financial year

31 December interim reports are available

within 45 days of the quarter concerned Fol

lowing preparatory discussions by the Audit and

Finance Committee the annual financial state

ments are discussed and examined in greater

detail by the full Supervisory Board and with the

auditors before being approved

Current directors

dealings on the

Internet deutsche

boersecorn/e_e

At no time did the ownership of shares of

the Company or financial instruments on these

shares by individual members of the Executive

and Supervisory Boards directly or indirectly

exceed percent of the shares issued by the

Company At no time did the total shareholdings

of all Executive and Supervisory Board mem
bers of Deutsche Bdrse AG exceed percent of

the shares issued by the Company For this

reason there were no shareholdings requiring

disclosure in accordance with section 6.6 of

the German Corporate Governance Code

Transparent reporting

To ensure maximum transparency and equal

opportunities for everyone corporate communi

cations at Deutsche Bärse adopts the rule that

all target groups must receive all information at

the same time In its financial calendar Deutsche

Börse AG therefore informs shareholders ana

lysts shareholders associations the media and

the interested public about the most important

dates such as the date of the Annual General

Meeting or publication dates for financial indi

cators In addition to ad hoc disclosures and

information on directors dealings and vot

ing rights notifications the Companys website

www.deutsche-boerse.com also provides

annual reports interim reports and company

news items Deutsche Börse supplies informa

tion about the annual financial statements at an

analyst and investor conference On publication

of the interim reports it offers conference calls

for analysts and investors

Accounting and auditing

In its Annual Report Deutsche Bbrse AG

informs shareholders and the interested public

about its financial results for 2008 In the

The Executive Board discusses the half-yearly

financial report and the interim reports for

the first and third quarters with the Audit and

Finance Committee before publication The

auditors for Deutsche Börse AGs 2008 annual

and consolidated financial statements are

KPMG AG Wirtschaftsprufungsgesellschaft

Berlin KPMG The 2008 Annual General Meet

ing also elected KPMG to perform the review

of the half-yearly financial report Before the

election the Audit and Finance Committee had

obtained declaration that there were no per

sonal business financial or other relationships

between the auditors and its governing bodies

and audit managers on the one hand and the

Company and the members of its Executive and

Supervisory Boards on the other that could give

cause to doubt the auditors independence

The audit by KPMG did not reveal any facts

that are not consistent with the declaration of

conformity issued by the Executive Board and

Supervisory Board in accordance with section

161 of the Aktiengesetz AktG the German

Stock Corporation Act

Incentive programs for senior executives

and employees

Group Share Plari The commercial success of

Deutsche Börse Group would not be achievable

without the commitment and performance of

its employees The Executive and Supervisory

Boards of Deutsche Bbrse AG reward this com

mitment among other things with the Group

Share Plan GSP the Group-wide program de

signed to give employees share in the Com

panys success In 2008 eligible employees
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were able to buy up to 300 shares at discount

of 30 or 40 percent depending on length of

service Each participating employee received

two additional Deutsche Börse shares bonus

shares for every ten Deutsche Börse shares

purchased Participating employees have to keep

all GSP shares for at least two years

In 2008 Deutsche Börse also launched Group

Share Plan for its subsidiary International Secu

rities Exchange ISE In addition SE employees

were given the option to take part in the 2007

tranche retrospectively Eligible employees could

use the bonus they had earned and an indi

vidual top-up payment to acquire rights to sub

scribe for Deutsche Bdrse AG shares The en

titlements are received after one or two years

for the retrospectively granted 2007 tranche and

after three years for the 2008 tranche

Stock Soons Plan Senior executives of Deutsche

Börse AG and its subsidiaries and members of

the Executive Management of the subsidiaries

participate in the same Stock Bonus Plan SBP
as the members of the Executive Board of

Deutsche Bbrse AG Details of the SBP are

provided in the remuneration report see pp 66

to 72 Through the SBP the beneficiaries par

ticipate in the Companys success and increase

their identification with the Company The num

ber of SBP shares granted to each beneficiary

is calculated by dividing the individual bonus

determined for the beneficiary each year for the

SBP by the closing auction price of Deutsche

Börse shares on the day the bonus is deter

mined change to the calculation method is

planned for 2009 Under the new SBP terms

and conditions as of 2009 in the future the

number of shares is to be calculated by dividing

the bonus component by the average quoted

price of Deutsche Börse shares in the fourth

quarter of the respective fiscal year to which

the bonus relates rounded in accordance with

standard practice to the nearest whole number

The average quoted price is calculated based

on the average arithmetic mean of the closing

auction prices for Deutsche Bdrse shares in

electronic trading on the Frankfurter Wertpapier

börse FWB the Frankfurt Stock Exchange

in the fourth quarter of the fiscal year for which

the bonus component is set After two-year

waiting period the Company chooses whether

the beneficiary then receives the shares or

cash settlement

Control systems

Risk nianagement Risk management is

regarded as fundamental component of the

management and supervision of Deutsche

Bbrse Group The Group has therefore estab

lished Group-wide risk management concept

comprising roles processes and responsibili

ties binding for all staff and organizational en
tities of Deutsche Börse Group This concept

is designed to ensure that emerging risks can

be identified and dealt with appropriately at an

early stage The risk management system of

Deutsche Borse Group meets the requirements

for risk management Mindestanforderungen an

das Risikomanagement MaRisk issued by the

Bundesanstalt für Fl nanzdienstleistu ngsaufsicht

BaFin the German Federal Financial Super

visory Authority detailed risk report can be

found on pages 100 to 108 of the manage
ment report

Internal control system Deutsche Bärse

Groups internal control system aims to ensure

the effectiveness and profitability of the Groups

business processes avert or uncover financial

loss and thus protect all its business assets

Deutsche Bdrse Groups internal control system

comprises both integrated and independent

process controls It guarantees the
reliability of

the data used to prepare the consolidated finan

cial statements including the Group manage
ment report and for internal reporting The

managers of the individual business areas are

accountable for the effectiveness of the inte

grated process controls and ensure that risks

in the business processes are identified at an

early stage They report to the Executive Board

and the Supervisory Board on the effectiveness

of the integrated controls at regular intervals

Compliance Compliance is an important part

of corporate culture at Deutsche Bbrse Group

Deutsche BOrse Group has established the Group

Compliance function which seeks to protect

the Group from any prejudice that may result

from failures to comply with applicable laws

Ernpoyees cob

execubves have

share of the

company
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regulations and standards of good practice

with particular focus on the following topics

specific to financial companies

Prevention of money laundering and

terrorist financing

Compliance with professional and

banking secrecy

Prevention of insider dealing

Prevention of market manipulation

Prevention of fraud

Prevention of corruption

Prevention of conflicts of interest

Data protection

lrtternol audithig Internal Auditing of Deutsche

Börse Group provides independent objective

auditing and consulting services aimed at im

proving business processes and internal proce

dures In this context Internal Auditing as

sesses the effectiveness of corporate processes

risk management controls and management

and supervisory processes as well as compli

ance with regulations It reports on the associ

ated risks and highlights areas for improvement

Internal Auditing reports regularly to the Audit

and Finance Committee of the Supervisory

Board of Deutsche Börse AG Other reports are

prepared in response to requests by the Execu

tive Board member responsible and submitted

to the Supervisory Boards of the Group compa
nies In this way Internal Auditing creates added

value for the Company and its supervisory bod

ies and supports them in achieving their objec

tives KPMG regularly audits Internal Auditing

including the methods it uses KPMG has con

firmed to Internal Auditing that it organizes its

work in accordance with the minimum require

ments for risk management MaRisk defined

by BaFin

Deutsche Börse AG has implemented the con

trol systems described risk management inter

nal control system compliance ahd internal

auditing as part of an integrated overall con

cept The coordination of the control systems

is ensured by central coordination function

and by agreements between each of the areas

responsible

RemuneraUon Report

Since the German Corporate Governance Code

was introduced in 2002 Deutsche Börse Group

has disclosed the remuneration of the members

of its Executive Board on an individualized

basis Deutsche Bbrse Group currently reports

this remuneration in accordance with German

Accounting Standard GAS 17 Reporting

on Executive Body Remuneration as published

in the Bundesanzeiger federal gazette on

June 2008 Deutsche Börse Group has ap

plied this Standard voluntarily since 2007 This

report also includes the information required

by the Handelsgesetzbuch HGB the German

Commercial Code and the International Finan

cial Reporting Standards IFRSs

Performance-related remuneration for the

Executive Board

Members of the Executive Board of Deutsche

Bbrse AG are paid annual remuneration com

prising fixed and variable component The

criteria governing the appropriateness of the

Executive Boards remuneration are the tasks of

each Executive Board member and his or her

individual performance on the one hand and the

performance of the entire Executive Board and

of the Company as well as Deutsche BOrse

AGs economic position and prospects on the

other The fixed non-performance-related com

ponent consists of fixed monthly salary and

other salary components such as taxable con

tributions towards private pensions taxable

lump-sum telephone allowances and/or the use

of company cars while the variable component

consists of performance-related remuneration

and long-term incentive elements Stock Bonus

Plan SBP In 2007 the SBP replaced the pre

vious phantom stock option plan Members of

the Executive Board have also received pension

commitments The fixed component is monthly

salary paid as non-performance-related basic

remuneration

Frxed and varrabe

remuneration com

ponents
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Total Executive Board remuneration for 2008 prior-year figures in brackets

Non-performance- Performance-related Long-term incentive

related remunerattonu remunerattonor
cornponentsa Total

Number of Value on

SBP shares grant date

thousands thousands Number thousands thousands

Reto Francioni 1092.3 1700.0 20988 767.5 3559.8

717.1 1933.3 8298 834.7 3.485.1

Andreas Preult 625.9 1466.7 18.107 662.2 2754.8

571.9 1700.0 17907 1795.4 3067.3

Thomas Eichelrnann 642.6 642.6

3.043.5 3043.5

Frank Gerstonschlager 525.3 766.7 9465 346.1 1638.1

389.5 625.0 2.683 269.9 1284.4

Michael Kuhn 520.2 1133.3 13992 511.7 2165.2

520.2 113000 6082 611.8 2432.0

Jeffrey Tessler 607.0 1133.3 13992 511.7 2252.0

568.7 1.283.1 6117 1615.3 2467.1

Total 4013.3 6200.0 76544 2799.2 13012.5

5810.9 6841.4 31087 3127.1 15179.41

The nsn-perforrr.arice-related rerriurreratiorl comprises the fixed salary and other salary csmpsnents such as taxable corOrihalions towards private pensions taxable lurop-suor

telephone allowances/living expenses and company car arrangements

iS the previous years report the pnrfsrmance-related remuneration was presented on the basis of the target bonus In the reporting year the cemparative figures were adjusted to

strow tIre actual amounts granted in respect of 2007

31 The number of SBP shares and the value on the grant date for 2008 were calculated on the basis of the opening price an the preparation dote of this report The final calculation

of bsth the number xl shares and lbs fair value depends on the closing auction price of Deutsche Barse shares in electronic trading on tho Frankfurt Stock Eechooge on the date the

bonus is calculated

Appointed to the Executive Board on July 2007

5l Thomas Eichelmanns Executive Board mandate and service contract are to end by mutual agreement upon conclusion of 30 April 2009 Mr Eichelmavn
is Is receive sevvronce

payroerrl of 5800.0 thousand which includes carnrpensation for the perlormarrce-related renurnreratiori which will vu longer ho granted for the financial year 2008 as well as

for the period to 30 April 2009 Originally Thomas Eichelmann red Sync appointed until 30 June 2010

61 This includes one-time non-performance-related special remuneration of 2725.0 thousand as compensation for lost bonus payments anrong others

71 Appointed to the Executive Board orr Aprit 2007

It is reviewed by the Supervisory Boards Per

sonnel Committee on regular basis or every

two years at the latest This review takes into

account the current business area of each Exec

utive Board member as well as the market situ

ation The performance-related variable remu

neration component is determined annually Its

amount depends among other things on com

pany-specific goals being achieved such as the

implementation of company-wide projects or cer

tain cost or revenue targets being met as well

as on the Executive Board members achieving

their individual goals In addition further factors

such as analytical skills social skills productiv

ity or leadership quality are taken into account

Two thirds of the performance-related remuner

ation is paid in cash after the end of the finan

cial year and one third is transferred to the SBP

The table presented above shows the expenses

for the fixed and variable remuneration and

entitlements under share-based payment arrange

ments granted in the year under review Prior-

year figures are given in brackets As in the pre

vious year the figures relating to long-term

incentive components in 2008 relate to shares

from the SBP

Deutsche Bdrse AG has also taken out D0
directors and officers liability insurance policy

for its Executive and Supervisory Board members
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Feature Arrangement

Pension Executive Board members receive pension if they leave Deutsche Börse AG after reaching the
ago of 60 or 63 if they are retired

due to permanent occupational incapacity or if their contract of service including other income is terminated prematurely or not

extended and there are no reasons for this that are caused by the Executive Board member If an Executive Board members con

tract of service is terminated prematurely or not extended pension is
only granted if the member has served at least three years

on the Executive Board of Deutsche BUrse AG and his or her contract of service has been extended ai ieast once Pavmerrt of the

pension commences on the day following the date of their last salary payment or at the earliest ai the age of 552

Occupational incapacity In the event of temporary occupational incapacity Executive Board members are entitled to continued payment of their remuneration

or total disability pension but in any event for no longer than the date of termination of their contract of service In the event of permanent Occupational in

capacity Deutsche Bdrse AG is entitled to compulsorily retire the Executive Board member after six months

Invalidity pension Deutsche Biirse AG has taken out accident insurance that pays out three times the annual fixed salary in single sum in the event

of death and four times the annual fixed salary in single sum in the event of total invalidity

Upper limit In the event that the Executive Board member leaves the Company prior to the regular retirement date the pension is reduced by

the amount of the excess of the new employment income plus pension over the current remuneration of the old contract of service

or all rncomx ax defined by the Einkommensteuergesetz German Income Tax Act rexuiting from regular commerciai advisory or

professional activity relating to non-independent employment is offset in the full amount against the pension to be granted

Remuneration is riot offset it the Executive Board member is over 60 or 63

Pension measurement The pension amounts to 30 percent of the most recent fixed salary paid and rises by five percentage points per reappointment

basis period to maximum of 50 percent

Form of payment As rule the benefit is granted in the form of pension The Executive Board member in question may notify Deutsche Börse AG

in writing no later than six months before commencement of the insured event whether he or sire wishes to draw the benefits

under the retirement benefit agreement in the form of monthly pension one-off capital payment or five part-payments in such

cases Deutsche BOrse AG decides on the form of payment to the Executive Board member taking the Board members notification

into account

Surviving dependents In the event of death during the period of active service or following entitlement to receive pension see abovel the spouse is

pensions entitled to life-long pension of 60 percent of the retirement pension dependent children receive Ihalf- orphans pension of

10 and 25 percent respectively of the retirement pension

Transitional payment Executive Board members who leave the Company after reaching pensionable age or being compulsorily retired receive transi

tional payment in the first twelve months after retirement amounting to total of two thirds of the most recent performance-related

remuneration and in the twelve iiionths thereafter of total of one third of the most recent performance-related remuneration

In the event that the beneficiary dies within 24 months of retirement the surviving spouse is entitled to the full amount of the

transitional payments described above for three months and 60 percent of such payments for the remaining period

This rule applies lx Executive Beard members Retu Frarrcioxi and Jerirey Tesuler

21 This rule applies to Executive Board members Asdreas PreuS and Thomas Eichelmans tses page 67 footsele

Pension exoense

2008 2007

thousands thousands

Reto Francioni 1213.6 1213.6

Andreas Preult 386.8 518.8

Thomas Eichelmannmm 186.3 444

Frank Gerstensclildger 46t.8 393.1

Michael Kuhn 141.3 185.6

Jeffrey Tesxler 1148.9 1196.3

Total 3538.7 3551.8

11 Appointed to the Executive Bxard as July 2007 see page 67 footnote

21 Appointed to the Executive Board or Aprir 2007

temporary severance Commitment was agreed

for the Chief Executive Officer until the end of his

first term of office 31 October 2008 this com
mitment expired on his reappointment

Retirement benefit agreements direct commit

ments have been entered into individually with

all members of the Executive Board of Deutsche

Börse AG These commitments are primarily based

on the arrangements in the table above

The pension expense comprises the current

service cost and the past service cost The table

to the left shows the amounts that were added

to provisions and recognized as pension expense

in the year under review
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Change-ofcontrol arrangements

On the basis of their contracts of service the

members of the Executive Board are entitled to

severance payments if in the event of change

of control the contract of service is terminated

within six months or if the member of the Exec

utive Board provided that no incident has been

caused by his fault justifying the termination

of his service agreement for cause resigns his

position because as result of the change of

control his position as member of the Execu

tive Board is subject to significant limitations

The payments in the event of change of

control are calculated on the basis of the capi

talized remuneration fixed salary and perform

ance-related remuneration for the remainder

of the agreed contract term and of severance

payment of up to twice the annual remuneration

in the amount of the remuneration for the most

recent calendar year fixed salary and perform

ance-related remuneration The resulting total

may not exceed five times the annual remuner

ation Any phantom stock options are settled on

the date the member leaves the Executive Board

If member of the Executive Board resigns only

50 percent of the phantom stock options are

paid out The entitlement to shares from the

Stock Bonus Plan remains in force and is settled

in accordance with the provisions of the Stock

Bonus Plan after the end of the waiting period

Phantom stock option plan

Deutsche Bdrse AG established phantom stock

option plan following its P0 on February 2001

that ran until the end of 2006 and also applied

to Executive Board members The options issued

have maximum term of five years and vest

ing period of three years After the end of the

vesting period the options can be exercised in

14-day exercise windows until the end of each

quarter in each case The options are designed

to be notional They do not confer the right to

purchase Deutsche Börse AG shares at set

price but rather confer the right to cash pay

out The amount of the cash payout depends on

the relative performance of Deutsche BOrse AG

shares adjusted for dividend payments against

the Dow Jones ST0XX 600 Technology Index

EUR Return as the benchmark index 1.00

per percent outperformance

Outperformance is calculated by determining

the opening and closing prices of Deutsche

Bdrses shares and of the benchmark index on

the basis of the mean closing prices in Xetra

trading on Frankfurter Wertpapierborse FWB
the Frankfurt Stock Exchange and the mean

closing prices of the index the opening price

for the 60 trading days prior to the grant of the

stock options and the closing price for the 60

trading days prior to the cut-off dates on which

the exercise windows begin February May
August and November

Phantom stock options were issued annually on

February The Supervisory Boards Personnel

Committee determined the number of Options

to be granted to each Executive Board member

based on the individual performance of the re

spective Board member See note 46 in the notes

to the consolidated financial statements for

details of the measurement of the stock option

plan for the Executive Board

The total expense/income for the options recog

nized in the year under review and the carrying

amount of the provisions recognized for the op
tions at the balance sheet date are shown in the

table below As in the previous year there were

no exercisable options on the balance sheet date

Phantom stock option plan

prior-year figures in brackets

Expense/income carrying amount at

recognized balance sheet date

thousands thousands

Rob Francioni -854.2 2223.7

2488.9 3077.9

Andreas Preu8 -486.9 1267.5

1.418.7 1754.4

Thomas Eichelmanrt

Frank Gorstsnschlagsr

..

Michael Kuhn 245.6 1601.0

8505.6 10620.9

Jeffrey Tessler 02 1245.3

4736.5 5393.1

Total 1095.7 6337.5

17149.7 21846.3

Appointed to t6e Executive Board or July 2007 bee page 67 footnote

21 Appointed to the Executive Board on April 2007
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Stock Bonus Plan

In 2007 the Stock Bonus Plan SBP replaced

the phantom stock option plan of recent years

The SBP makes it possible to grant not just cash

but also shares of Deutsche Börse AG as vari

able remuneration component thus giving

beneficiaries greater share in the Companys

success and strengthening their ties with the

Company

For the year under review the members of the

Executive Board will receive one third of their

variable remuneration converted into shares of

Deutsche Börse AG as long-term incentive

Valuation oarameters

Tranche Tranche

2008 2007

Term
years years

Risk-free interest rate 1.37 3.21

Volatility 59.25 35.95

Deutsche BOree AG share price 40.50 104.89

Dividend yield 5.70 2.20

Exercise price

Fair value 36.57 100.59

Valuation parameters and fair value on the pmeparstien date of this report

Valuation parameters and fair value ott the grant date

Term begins on the grant date

Stock Bonus Plan

prior-year figures in brackets

Expense Carrying amount at

recognized balance sheet date

thousands thousands

Rota Fraricioni 541.8 811.8

270.0 270.0

Andreas Preult 533.3 754.1

220.9 220.9

Thomas Eichelniann11 227.4 227.4

Frank Gerstenschldgeeut 219.6 311.7

92.1 92.1

Michael Kuhn 399.3 585.8

186.5 186.5

Jeffrey Tessler 416.5 583.4

166.9 166.9

Total 2337.9 3274.2

936.4 1936.4

component number of SBP shares The

number of SBP shares is calculated by dividing

the amount of the individual and performance-

based bonus one third of the variable remuner

ation of each Executive Board member by the

market price of the Company closing auction

price of Deutsche Börse shares in electronic

trading on the Frankfurt Stock Exchange on the

date the bonus is determined Neither the con

verted bonus nor the number of shares will be

paid at the time the bonus is determined they

are paid two years after the grant date waiting

period On expiry of the waiting period the

original number of SBP shares is first converted

into payment claim This is done by multiply

ing the current market price on that day closing

auction price of Deutsche Börse shares in elec

trortic trading on the Frankfurt Stock Exchange

by the number of SBP shares The Company then

has the option to settle the payment claim for

the Executive Board member in cash or shares

In accordance with IFRS the total number

of SBP shares is measured at fair value on the

grant date For the year under review the fair

value was calculated on the basis of the open

ing price on the preparation date of this report

modified Black-Scholes option pricing model

Merton model was used to measure the num
ber of SBP shares from the 2008 tranche pre
vious year 2007 tranche The model does not

take exercise hurdles into account It is based

on the valuation parameters shown in the top

table to the left

The expense from the Stock Bonus Plan incurred

in the year under review is presented together

with the carrying amount at the balance sheet

date in the bottom table to the left See also

note 46 in the notes to the consolidated finan

cial statements

Appointed to the Executive Board or July 2007 men page 67 feotnote St

21 Appointed to the Enecxtive Board on April 2007
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Shares from the 2007 and 2008 tranche of the Stock Bonus Plan

Adjustment of

number of 2007 Number of Number of

Balance as at SBP shares in SBP shares for Settlement in expired S8P

31 Dec 2007 2008 2008cr SBP shares shares Total

Rota Francioni 6753 1545 20988 29286

Andreas Preut 5525 2382 18.107 26014

Thomas Eichelniann

Frank Gerstenschitgerv 2303 380 9465 12148

Michael Kuhn 4666 1.416 13992 20074

Jeffrey Tesslor 4175 1942 13992 20109

Total 23422 7665 76544 107631

Appointed to the Executive Board on July 2007 see page 67 footnote

Apporrited to the Executive Board xc April 2007

the catculation of the number of shares was based on the opening price at the preparation date of this report

The table above shows the changes in the

number of SBP shares received for the year

under review

Former members of the Executive Board or

their surviving dependents

Former members of the Executive Board or their

surviving dependents received remuneration

of 1151 thousand in 2008 2007 922 thou

sand The actuarial present value of the pension

obligations DBO at the balance sheet date

was 27182 thousand in the year under review

2007 30251 thousand

Remuneration of the Supervisory Board

Supervisory Board members received ratable

fixed remuneration for their services in 2008

depending on their length of service in the year

under review The fixed remuneration for mem
bership was 96 thousand per annum for the

Chairman 72 thousand for Deputy Chairman

and 48 thousand for each other member In

addition membership of the Supervisory Boards

Strategy Technology Personnel Nomination

Clearing and Settlement and Audit and Finance

Committees is remunerated the additional re

muneration is 30 thousand per annum for the

Chairman of each Committee 40 thousand

per annum for the Chairman of the Audit and

Finance Committee and 20 thousand per an

num for each other member of each Committee

Members of the Supervisory Board also receive

annual variable remuneration on the basis of

two different clearly defined targets relating to

the Companys performance Target In the

year in which remuneration is paid the consoli

dated return on equity after taxes of Deutsche

Bärse Group must exceed by at least five per

centage points the average of the monthly aver

age current yields to maturity of domestic bearer

bonds and public-sector bonds with remain

ing maturity of more than nine to ten years as

calculated by the Deutsche Bundesbank Ger

manys central bank Target Consolidated earn

ings per share for the previous two full financial

years must exceed consolidated earnings per

share for the previous year in each case by

percent or more For each target met the

members of the Supervisory Board each receive

annual variable remuneration in the amount of

16 thousand

Supervisory Board

remurteratiort depends

on the achievement of

objectives
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This concept has been in place since January

2005 It superseded the variable remuneration

concept which had been effective since 2003
under which the members of the Supervisory

Board had received stock options from the phan

tom stock option plan with term of five years

and target value of 40 thousand free of

charge on February each year The phantom

stock options granted under the phantom stock

option plan up to financial year 2004 could be

exercised for the first time in 2006

Supervisory Board remuneration

Non-performance-related Performance-related

Membership remuneration remuneration

2008 2007 2008 2007 2008 2007

thousands thousands thousands thousands

Dr Manrfred Gentz full
year full year 99.5 88.0 32.0 32.0

Kurt Viermetzn Jan Dec full year 186.0 161.0 32.0 32.0

Gerhard Roggemann full year full
year 90.0 79.7 32.0 32.0

David Andrewe Jan June 49.0 16.0

Herbert Bayer full year full year 68.0 68.0 32.0 32.0

Udo Behrenwaldt full year full year 68.0 68.0 32.0 32.0

Richard Berliand full year full
year 68.0 68.0 32.0 320

Birgit Bokel full year full
year

68.0 68.0 32.0 32.0

Hans-Peter Gabe full year full year 68.0 68.0 32.0 32.0

Richard Hayden full
year full year 108.0 91.3 32.0 32.0

Craig Heimark full
year full year 78.0 73.8 32.0 32.0

Dr Konrad Hummler full year 11 Sep.31 Dec 68.0 22.7 32.0 10.7

David Kreli full year 48.0 32.0

Hermann-Josef Lamberti full year full year 78.0 78.0 32.0 32.0

Friedrich Mets full
year full year 68.0 68.0 32.0 32.0

Friedrich von Metzler full year full year 88.0 71.3 320 32.0

Thomas NeiBe

Roland Prantl full year full
year 48.0 48.0 32.0 320

Alessandro Profumo Jan 17 Oct 40.0 26.7

Sadegh Risrnanchi full year full year 68.0 68.0 32.0 32.0

Dr Erhard Sctripporeit full year full year 69.7 68.0 32.0 32.0

Dr Herbert Walter full
year

full
year 68.0 68.0 32.0 32.0

Otto Wierczimok full year full
year 68.0 68.0 32.0 32.0

Johannes Witt full year full
year

68.0 68.0 32.0 32.0

Total 1641.2 1550.8 672.0 661.4

See note 46 in the notes to the consolidated financial steternente fur details of the long-term incendve components

21 The recipient of the remuneration will be determined individually by the members of the Supervisory Board

31 Kurt Viermetz resigned tram Iris position with effect from December 2008

41 Appointed Deputy Chairman of the Supervisory Board on December 2006

51 Appointed to the Supervisory Board on 21 Junua 2009
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Corporate Responsibility

In all its business dealings Deutsche Börse

Group is guided by its strong sense of respon

sibility
to its employees business partners

customers and investors as well as to society

The Group has identified four areas of action

to ensure that in implementing its financial

goals it also takes adequate account of com

munity social and ecological aspects

Deutsche Börse wants to do more than enable

capital flows and has set itself the task of im

plementing its corporate goals with maximum

of social responsibility and specifically promoting

social activities while acting in an environmen

tally responsible manner It does this out of

conviction and in order to secure the Companys

competitiveness in the long term In doing so

the Group focuses on four key areas employ

ees the economy society and the environment

Professionalism quality and long-term partner

ships are key criteria in the selection of the cor

porate responsibility activities Deutsche Bärse

cooperates exclusively with qualified institutions

and partners

Empoyeer service provider is only ever as

good as its employees committed and com

petent team is critical for Deutsche Bdrses

business success Deutsche Bbrse regards the

cost and effort spent on job security continuing

professional development and training and health

management as investments in the future to

enhance employee satisfaction The same applies

to work-life balance diversity and equal oppor

tunities

Econoniy Profitable growth and economic suc

cess are basic conditions for creating value and

taking on responsibility in the long term Some

of the success factors of the Group are its com

prehensive risk management its exemplary

compliance system and its transparent corporate

governance structure Because of its outstand

ing position on the capital markets Deutsche

Börse Group is role model for promoting the

financial center and fostering the equity culture

It takes on this responsibility by being mem
ber of selected institutions among other things

Society The Groups commitment to the com

mon good comprises education and research

culture and social projects The focus is on

innovative vocational training programs and

research projects patronage of the arts in the

field of contemporary and the enlargement

of the international photography collection Art

Collection Deutsche Bärse as well as fund-

raising events and hands-on help to social

organizations Precedence is given to projects

where employees can directly get involved For

Deutsche Bbrse social commitment is an

investment in tomorrows success and thus

means to securing the future

Environment Deutsche Börse Group attaches

the greatest importance to considerate and

above all careful use of the environment and

natural resources For service provider build

ing management is the primary way in which it

directly impacts the environment The new of

fice building at the Eschborn location which will

be completed by 2010 will meet the latest

ecological standards and will be certified to the

LEED Leadership in Energy and Environmental

Design platinum standard

FUU CR report

deutsche

boerse.com ICr
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Customer Governance

For Deutsche Börse Group having trust-

based working relationship with its customers

in development and decision-making processes

is extremely important In variety of advisory

bodies and working committees Deutsche Börse

Group representatives and capital market

representatives cooperate in initiatives to work

towards strong transparent and.sound finan

cial markets

Customer governance bodies include on the

one hand the mandatory supervisory boards

and the exchange councils established under

public law and on the other variety of advi

sory bodies and working committees set up by

Deutsche Börse itself The international compo
sition of these bodies reflects the Groups global

customer base Deutsche Börse develops new

products and services together with market

participants and customers and holds in-depth

discussions with them about key decisions in

the Company This reflects Deutsche Bdrse

Groups conviction that customers are its num
ber one priority

The bodies and initiatives are listed on the

following pages Deutsche Bärse would like to

thank all the members of these bodies for their

hard work and commitment

Control bodies of Deutsche Börse

Group as at 31 December 2008

Supervisory Board of Deutsche Börse AG

For details on the Supervisory Board see

pages 52 to 61

Clearstream International Board of Directors

The Clearstream International Board of Direc

tors is single board in line with the us/uk
model It is

currently composed of nine repre

sentatives of Deutsche BOrse Group along with

15 external directors

AndrØ Roelants Chairmarr

Prof Dr Reto Francioni Deputy chairman

Michel Bois

Andrew Bruce Or
Ernst-Wilhelm Contzen Or

Thomas Eichelmann iç
Frank Gerstenschiager

Dr RaIf Gissel rrrr

Guiltaume Fromont coo
Dominique Hoenn ONP

Eric Hollanders 00

Josef Landolt 000

Philippe Metoudi

Jean Meyer

Dr Lutz Roger Raettig

Paul Schonenberg Staff Delegation President

Renato Tarantola O.Or

Jeffrey Tessler

Francesco Vanni dArchirati Cd

Roberto Vicario Montoya

Frank Wagener

Andreas Wolf 00

Yves Baguet 00r or

Antonio Zoido OOo Jr

Supervisory Board of Eurex Zurich AG

Supervisory Board of Eurex Frankfurt AG

Supervisory Board of Eurex Clearing AG

The Board of Directors of Eurex Zurich AG

as well as the identically staffed Supervisory

Boards of Eurex Frankturt AG and Eurex

Clearing AG are the supervisory bodies of Eurex

and its subsidiaries in accordance with the

Swiss Code of Obligations and the German

Stock Corporation Act
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Prof Dr Peter Gomez Chairman

Dr Hugo Bdnziger

Thomas Eichelmann 1W

Prof Dr Reto Francioni oc.nc

Christian Geli

Andreas Hberli ..IWI rc
Dr Michael Kuhn Wc
Dr Roger Muller

Dr Martin Reck ..n.

Dr Urs Ruegsegger

Jacques de Saussure Plc

Nicholas Teller PP Wnri

Bodies extablished under public

aw as at 31 December 2008

Exchange Council of the Frankfurt

Stock Exchange

The Exchange Council of he Frankfurter Wertpa

pierbOrse FWB the Frankfurt Stock Exchange

ix he supreme control arid supervisory body of

the stock exchange under public law The FWB

management board needs the approval of the

Exchange Council for issues of fundamental

importance The FWB Exchange Council has

18 members who are elected for term of

three years The acting Exchange Council was

elected on 21 November 2007 and met for

its constituent session on 18 January 2008

Dr Lutz Roger Raettig Chairman

Michael Mandel Deputy Chairman

Wolfgang Beck WW
Hans-Dieter Brenner

Dr Werner Brandt SAl

Prof Dr Wolfgang Gerke

Thomas Grunewald cr iu ic

Lars Hille 11.1

Dr Stefan Jentzsch -c

Hermann-Josef Lamberti lc
Rainer Roubal

Heinz-JOrgen Schafer

Mark Spanbroek

Dr Daniel von Borries

Friedrich von Metzlec iccrccc..ir ir

Sc

Carola Grdfin von Schmettcw

Michael Wilhelm .LM iSiscIicckr

Stefan Winter

Exchange Council of Eurex Deutschland

The Exchange Council of Eurex Deutschland

is the supreme control and supervisory body

of the exchange under public law The manage

ment board of Eurex Deutschland needs the

approval of the Exchange Council for issues of

fundamental importance The Eurex Deutsch

land Exchange Council has 18 members who

are elected for term of three years The acting

Exchange Council was elected on 21 Noveni

ber 2007 and met for its constituent session on

18 January 2008

Gustav GaIt Chairman I.

Larx Hills Deputy Chairman Al

Frank Annuscheit

RoIf Birkert cr

Hans-Dieter Brenner sn rrn -1-.

Jelle Rienk Elzinga

Harald Gegonwart r.-nr AWiASe
Dr Stefan Jentzsch Lcri.cSr Parc

Prof Dr Lutz Johanning Wi-li

Hermann-Josef Lamberti

Ingo Mandt 31-li l3anI

Christian Schaffer ic. ic..c

Wilfried Schmidt

Charles Tall 3cc Ai
Christian Trenkle

Friedrich von Metzler iPcrkicjs 13

Carola Grdfin von Schmettow -.3133

N.N by-election process started

Working committees and advisory

boards as at 31 December 2008

Issuer Markets Advisory Committee IMAC

IMAC advises Deutsche Börse AG on the design

of the listing platform and the cash market The

committee serves as forum for alt market

participants particularly issuers institutional

investors issuing houses and IPO consultants

In 2008 IMAC was involved in the structuring

of the Open Market into First and Second Quo

tation Board the expansion of international

listing activities especially in China Russia

CIS and India the introduction of Frankfurt

Global Depository Receipts GDR5 for interna

tional issuers bringing publishing deadlines

for DR issuers from third countries in line with

international regulations the opening of Non

Collective Safe Custody NCSC Wertpapier

verrechnungl in lie Regulated Market and the

establishment of simplified admission require

ments for Special Purpose Acquisition Compa

nies SPAC5 in the Regulated Market

London Equity Members Advisory Committee

LEMAC

LEMAC was initiated in 2004 Participants are

the leading trading institutions from the finari

cial center of London The committee meets

every quarter in order to discuss general de

velopment opportunities and tunctiorralities

for Xelra

Secondary Markets Advisory Committee

SMAC Retail

Since the restructuring of SMAC in 2006 the

Retail committee has focused on the function

ality of the intermediary-based trading system

at the Frankfurt Stock Exchange and the trad

ing volumes in the Xetra electronic trading

system triggered by the banks private cus

tomer business Market models and measures

planned for individual products are developed

together presented and discussed The advi

sory
committee was actively involved in the

following initiatives in 2008 migration of

structured products and mutual funds to Xetra

reduction of the tick size in floor trading the

mistrade rules for floor trading and MiFIO Best

Execution

Secondary Markets Advisory Committee

SMAC Wholesale

The Wholesale committee focuses on trading

on the Xetra platform the general conditions

for this and planned developments In 2008

SMAC Wholesale was involved in issues such

as advancements in Xetra functionalilies

e.g reducing the tick size the introduction

of differentiated clearing service model with

varying fees the preparation for Xetra Re

lease 10.0 with new connection possibilities

to enhance flexibility and speed
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Working Committee for Equity Products

Eurex

The working committee is composed of the

most important Eurex market participants in

the field of equity derivatives It

conveys its

recommendations regarding operational and

strategic issues to Eurexs management In

2008 the issues on the agenda included broad

ening the product portfolio with options on

European securities with medium-sized and

small market capitalization Ismall and mid-

caps maturity period estensions for selected

stock options change of the mistrade rules

advancement of OTC wholesale trading func

tionalities and in particular the treatment

of corporate actions

Working Committee for Index Products

Eurex

This working committee is composed of the

most important Eurex market participants in

the field of indes derivatives It conveys its

recommendations regarding operational and

strategic issues to Euress management In

2008 discussions focused on the introduc

tion of additional equity index derivatives

DivDAX MSCI Russia further sector prod

ucts and the introduction of futures on divi

dends of the Dow Jones EURO STOXX 50
indes components Other issues were new

functionalities Trade at Settlement Exchange

for Swaps for indices and adjustments to

product designs mistrade rules exercise

price intervals

Working Committee for Interest Rate

Products Eurex

The working committee is composed of Eurex

market participants and advises the deriva

tives exchange on the launch of new interest

rate products and trading functionalities as well

as on necessary changes to existing products

In 2008 the working committee discussed the

development of new products in the interest

rate segment and in related product classes

e.g gold silver lx particular the committee

addressed the effects of the global financial

crisis on Eurexs interest rate products and the

resulting opportunities for trading and clearing

products in the interest rate segment

Working Committee for Derivatives Clearing

Eurex Clearing

The objective of the working committee for

derivatives
clearing

is the development end

optimization of Eurex Clearings infrastructure

in tIre interests of all market participants

involved in tIre clearing process The working

committee issues recommendations and pre

pares decisions which in 2008 related to the

introduction of Eure.vn Release 11.0 e.g in

troduction of risk management enhancements

as well as the migration of the Eures Clearing

connectivity infrastructure onto the TARGET2

environment Furthermore the committee was

involved in the preparation of requirements for

Eurex Release 12.0 In addition the industry

impacts of the Lehman International Europe

filing for administration were discussed num
ber of initiatives was agreed on to further streng

then the clearing house default procedures

Working Committee for Equity Clearing

Eurex Clearing

he
working committee for equity clearing

helps to design cash market clearing for equity

products at functional level The committee

provides platform for discussing all func

tional changes and issues brought up by the

clearing house Eurex Clearing or members of

the working committee In 2008 the working

committee provided feedback during the sim

ulation and launch of CCP Release 4.0 which

included multi-currency clearing and CCP

Release 4.1 offering trade day netting In ad

dition further topics such as CCP for securities

lending TARGET2 Eurex Release 11 enhance

ments and Giovannini Barrier enhancements

were discussed

Working Committee for Fixed Income Clearing

Eurex Clearing

This working committee is composed of Euree

Bondsn and Eures Repo clearing members It

is aaked to advise Eurex Clearing on the devel

opment of clearing and CCP services for fixed

income products The committee also provides

platform for discussions brought up by the

clearing house or the committee members In

2008 the working committee was involved in

the simulation and launch of the CCP Release

4.0 which includes the clearing of open and

variable repos and multi-currency clearing

Moreover the committee discussed CCP serv

ices and future product initiatives in the fixed

income clearing business

Advisory Board Clearstream Banking

Frankfurt

This advisory board which is composed of

representatives from all key customer groups

advises the Executive Board of Clearstream

Banking AG Frankfurt and the Group

Executive Management of Clearstream Interna

tional in all questions relating to the German

settlement business in 2008 its discussions

centered on the impact of
regulatory initiatives

on the German securities administralion infra

structure strategic issues such as the develop

ment of the TARGET2-Securitjes initiative and

the Link Up Markets
project as well asaddi

tional operative projects such as the tasbos for

the introduction of the
capital gains tax or the

new daytime processing in the German market

Customer Consultation Committee

Clearstream Banking Luxembourg

The Customer Consultation Committee advises

on issues which have strategic importance to

Clearstream the positioning in the market and

in the European regulatory debate the evolu

tion of the market landscape and subsequent

Opportunities and risks for Clesrstream as well

as product initiatives

Working Committee for Equity Indices

This working committee issues recommenda

tions for the composition of Deutsche Börse

AGs selection indices based on fised index

rules In addition the committee advises the

Company on issues related to index structur

ing and updates to the rules

Deutsche Borse IT Open Day

formerly Technical
Advisory Committee TAC

The Open Day was launched in 2008 to in

tensity the dialogue between Deutsche Bdrse

Group and market participants It replaces the

TAC and addresses participants including but

not limited to IT managers of customer groups

of Deutsche BUrse Group in 16 workshops

more than 200 participants discussed issues

such as low latency and microsecond monitor

ing proximity services hosting or co-location

to accelerate data transfer Xetra Release 10.0

or the Eurex Enhanced Broadcast Solution

Technical Advisory Board

The Technical
Advisory Board advises the

Executive Board of Deutsche Börse AG on all

issues relating to the development of the

Groups IT and data processing organization

The board primarily consists of managers of

IT and IT-related units from companies active

in the financial markets
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Business and operating environment

Overview of Deutsche Bôrse Group

Deutsche Börse Group headquartered in Frankfurt/Main

Germany employs around 3400 people in 19 locations

in 16 countries As one of the largest marketplace orga

nizers worldwide Deutsche Börse Group offers its cus

tomers broad portfolio of products and services These

cover the entire process chain from trading and clearing

of equities and derivatives through transaction settle

ment custody and management of securities and the

provision of market information down to the development

and operation of electronic systems The Groups process-

oriented business model improves capital market effi

ciency Issuers benefit from low cost of capital while

investors enjoy high liquidity and low transaction costs

Deutsche Börse Group is composed of Deutsche Börse

AG and its subsidiaries associates and joint ventures

Deutsche Börse AG itself operates Frankfurter Wert

papierborses FWB Frankfurt Stock Exchange cash

market via the fully electronic Xetra trading platform and

floor trading It also sells price and reference data and

develops indices

Through their cooperation Scoach Holding S.A Deutsche

Börse AG and SIX Group AG also offer trading in struc

tured products certificates and warrants

Eurex Zurich AG cooperation between Deutsche Börse

AG and SIX Swiss Exchange AG together with its sub

sidiaries operates derivatives markets in Europe Eurex

and the United States International Securities Exchange

ISE and offers clearing services Eurex Clearing AG

Sm.ouiea arehod1 ti ucture ol Deulsche Börse Group as at 31 December 2008

Scoach Hotoing S.A Euxex ZUrith AG 0earrearn In naonal S.A

50% 50% 100%

Scoach Schwpiz AG Eurex Frankfurt AG

100% iOO

Sccach Eurola AG Eurex Reo GrnhH

100 laos

BranTradc Gnseilschatt I-ares Clearing AG

tkr Borsensystame mbH 100%

29%
Eurex Bonds GrnbH

Deutsche Blase 79%

0ommities Gmth

16% U.S Exchange

Holu gs Inc

100%

Cleacstream Services S.A

100%

Clea stream Operations

Prague cr0

100%

50%

Clearsteeam Ilanking Six

100%

cIearI earn Banking AG

100%

Link-Op Capital

Ma kets S.L

18%

STOXX Ltd

Deutsche 8ors Systems AG
--

100%

Oeutscie Boise Svatxms Inc

103%

Deutsche Gorse Services sex

100%

International Securities

Focharige Holdings Inc

100%

European Energy

Exchange AG

35%



IrGrouu Ftiar r-er Report

All post-trade services such as securities custody ad

ministration and transaction settlement are handled

by Clearstream International S.A and its subsidiaries

In addition Deutsche Börse Systems AG and Clearstream

Services S.A develop and operate the technological infra

structure of Deutsche Börse Group

The chart on the previous page gives an overview of

Deutsche Börse Groups principal shareholdings its basis

of consolidation is presented in full in note of the notes

to the consolidated financial statements

The governing bodies of Deutsche Börse AG as German

stock corporation are the General Meeting of Sharehold

ers the Supervisory Board and the Executive Boardeach

of which has its own areas of responsibility

The General Meeting resolves the appropriation of the

unappropriated surplus appoints the shareholder rep

resentatives in the Supervisory Board and resolves on the

retrospective approval of the acts of the Executive Board

and the Supervisory Board In addition it resolves corpo

rate actions and other matters governed by the Aktienge

setz AktG German Stock Corporation Act The Super

visory Board appoints supervises and advises the Exec

utive Board and is directly involved in key decisions af

fecting the Company Additionally it adopts the annual

financial statements together with the Executive Board

Members of the Supervisory Board are appointed for

period of three years however when electing members

to the Supervisory Board the General Meeting may deter

mine shorter term of office The Supervisory Board of

Deutsche Börse AG had 21 members at the time of the

preparation of these consolidated financial statements

14 of whom were shareholder representatives and em
ployee representatives In 2008 the General Meeting

resolved to reduce the size of the Supervisory Board

while observing the tripartite co-determination rules

from 21 to 18 members 12 shareholder representatives

and employee representatives from the next period of

office in 2009

The Executive Board is solely responsible for managing

the Company and the Chief Executive Officer coordinates

the activities of the Executive Board members As at

31 December 2008 the Executive Board of Deutsche

Börse AG had six members

The compensation system and the compensation paid

to the individual members of the Executive Board of

Deutsche Börse AG are described in the remuneration

report It forms part of this Group management report

and has therefore been audited by the auditors

For the purposes of corporate management and finan

cial reporting Deutsche BOrse Group structures its busi

ness activities into the following segments Xetra Eurex

Clearstream Market Data Analytics and Information

Technology The Corporate Services segment provides

internal services and provides the central functions within

the Group

Business areas

Cash market
using the Xetra electronic trading system

and floor trading

Central counterparty for equities

Trading platform for structured products Scoach

Admission of securities to listing

Eurex electronic derivatives market trading platform

Eiectronic options trading piatform ISE

Eurex Bonds and Eurex Repo over-the-counter OTC
trading platforms

Central counterparty for bonds derivatives and repo

transactions Eurex Clearing

Custody administration and settlement services for

domestic and foreign securities

Global securities financing services

Investment funds services

Sale of price information and information distribution

Index development and sales

Development and operation of technological

infrastructures

Provision of IT solutions

Group strategy

Central functions

The organizational structure of Deutsche Börse Group

see chart on the next page mirrors the three market

areas cash market derivatives market and market data

as well as securities settlement and custody The aim

of this structure which was introduced in 2007 is to

offer an even higher standard of customer service and

to improve the Groups own efficiency thereby reinforcing

its successful integrated business model

Reporting segment

Xetra

Eurex

Clearstream

Market Data

Analytics

Information

Technology

corporate Services



The Executive Board of Deutsche Bdrse Group has imple

mented an internal control system designed to ensure

the effectiveness and
profitability of the Groups opera

tions to avert or uncover financial loss and thus pro

tect all its business assets The internal control system

is also an integral part of Deutsche Börse Groups anti-

fraud management

Deutsche Bdrse Groups internal control system comprises

both integrated and independent controls The managers

of the individual business areas are accountable for the

effectiveness of the integrated controls and ensure that

risks in the business processes are identified at an early

stage They report on the effectiveness of the integrated

controls at regular intervals Implementing independent

controls within the business areas is the responsibility of

Internal Auditing

In the Financial Accounting and Controlling department

the internal control system serves in particular to ensure

proper bookkeeping and accounting so that the presen

tation of the net assets financial position and results of

operations in the single-entity and consolidated financial

statements of Deutsche Bdrse Group and its subsidiaries

is complete and correct

In accordance with section 315 of the Handelsgesetz

buch HGB the German Commercial Code Deutsche

BOrse AG makes the following disclosures as at 31 De
cember 2008

The share capital of Deutsche Bdrse AG amounts to

195.0 million and is composed of 195000000 no-

par value registered shares There are no other classes

of shares besides these ordinary shares

The Executive Board is only aware of those voting right

limitations that result from the AktG These include the

voting right limitations pursuant to section 136 of the

AktG as well as the limitation under the AktG for treasury

shares Section 136 of the AktG stipulates that share

holders may not exercise voting rights for themselves or

on behalf of another shareholder if resolution is to be

adopted formally approving their actions releasing them

from an obligation or deciding whether the Company
should assert claim against them The voting rights

from the relevant shares are thus excluded by law in

cases where section 136 of the AktG applies Under

section 7th of the AktG Deutsche Börse AG was addi

tionally not permitted to exercise any rights under trea

sury shares held in its portfolio

In 2006 The Childrens Master Fund Grand Cayman

Cayman Islands notified Deutsche Börse AG that it

had exceeded the threshold of 10 percent of the voting

rights in the Company on 10 April 2006 It held 10.06

percent of the voting rights or 10264953 votes at this

date In 2008 The Childrens Investment Master Fund

also informed Deutsche Bdrse AG by means of correc

tion notice that this 10.06 percent 10264953 voting

rights was attributable to it as at 10 April 2006 in

accordance with section 22 sentence no of the

WpHG Wertpapierhandelsgesetz the German Securities

Trading Act

In 2008 The Childrens Investment Fund Management

UK LLF London Great Britain notified Deutsche Bdrse

AG that it had exceeded the threshold of 15 percent of

the voting rights of the Company on September 2008
and now held 19.30 percent 37630334 votes 10.26

percent of these voting rights 20000000 votes were

Cuh Deflvtivs Mket DMa Cearstream

amato Techrology
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attributable in accordance with section 22 sentence

no of the WpHG and 9.04 percent 17630334
votes in accordance with section 22 of the WpHG

In 2008 The Childrens Investment Fund Management

Ltd London Great Britain The Childrens Investment

Fund Management Cayman Ltd Grand Cayman Grand

Cayman Islands and Christopher Hohn Great Britain

notified Deutsche Börse AG that they had each exceeded

the threshold of 15 percent of the voting rights of the

Company on September 2008 and that they now held

19.30 percent 37630334 votes each 10.26 percent

of these voting rights 20000000 votes were attrib

utable in accordance with section 22 sentence

no in conjunction with section 22 sentence of

the WpHG and 9.04 percent 17630334 votes in ac

cordance with section 22 of the WpHG in each case

The Company has also been notified that the 15 percent

threshold had been exceeded in each case on the basis of

an agreement entered into by The Childrens Investment

Fund Management UK LLP Atticus Capital LP and Atti

cus Management Limited according to which they may

coordinate their actions in respect of their shareholding

in Deutsche Börse AG

In 2008 Atticus Capital LP New York USA and Atticus

Management Limited St Peter Port Guernsey notified

Deutsche Bôrse AG that they had each exceeded the

thresholds of 10 and 15 percent of the voting rights

of the Company on September 2008 and now held

19.30 percent 37630334 votes each 9.04 percent

of these voting rights 17630334 votes were attrib

utable in accordance with section 22 sentence

no of the WpHG and 10.26 percent 20000000
votes were attributable in accordance with section 22

of the WpHG

Atticus LP Incorporated St Peter Port Guernsey Atticus

Capital Holdings LLC New York USA Atticus Holdings

LP New York USA Atticus Management LLC New York

USA and Timothy Barakett New York USA notified

Deutsche Börse AG in 2008 that they had each exceeded

the thceshold of 10 and 15 percent of the voting rights of

the Company on September 2008 and that they now

held 19.30 percent 37630334 votes each 9.04 per

cent of these voting rights 17630334 votes were at

tributable in accordance with section 22 sentence

no in conjunction with section 22 sentences

and of the WpHG and 10.26 percent 20000000
votes in accordance with section 22 of the WpHG
in each case

The Company has also been notified that the 10 and

15 percent thresholds had been exceeded on the basis of

an agreement entered into by The Childrens Investment

Fund Management UK LLP Atticus Capital LP and Atti

cus Management Limited according to which they may
coordinate their actions in respect of their shareholding in

Deutsche Börse AG

None of the shareholders of Deutsche Börse AG are the

holders of shares conveying special rights that give rise

to controlling powers

Employees holding shares in Deutsche BOrse AG may
exercise their rights directly

Members of the Executive Board are appointed and dis

missed in accordance with sections 84 and 85 of the

AktG In accordance with Article of the Articles of

Association of Deutsche Bärse AG membership of the

Executive Board generally terminates when the members

attain the age of 60

Amendments to the Articles of Association are resolved

by the General Meeting in accordance with section 119

no of the AktG Under Article 12 of the Articles

of Association the Supervisory Board has the power

to resolve changes to the Articles of Association which

relate only to their wording Resolutions of the General

Meeting are passed by simple majority of the votes

cast in accordance with Article 18 of the Articles of

Association unless otherwise stipulated by mandatory

requirements of the AktG Insofar as the AktG prescribes

majority of share capital to be represented at the Gen

eral Meeting for resolutions simple majority of the

represented share capital is sufficient where this is legally

permissible

Subject to the approval of the Supervisory Board the

Executive Board is authorized to increase the share capi

tal by issuing new no-par value registered shares against

cash and/or non-cash contributions on one or more occa

sions by up to total of 5.2 million until 23 May 2011

authorized share capital Full authorization particu

larly
the conditions for disapplying the shareholders sub

scription rights derives from Article of the Articles

of Association of Deutsche Börse AG
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The Executive Board is also authorized to increase the

share capital subject to the approval of the Supervisory

Board by issuing new no-par value registered shares

against cash and/or non-cash contributions on one or

more occasions by up to total of 14.8 million until

20 May 2013 authorized share capital II Full autho

rization particularly the conditions for disapplying the

shareholders subscription rights derives from Article

of the Articles of Association

The Executive Board is further authorized to increase the

share capital subject to the approval of the Supervisory

Board by issuing new no-par value registered shares

against cash and/or non-cash contributions on one or

more occasions by up to total of 6.0 million until

10 May 2012 authorized share capital IV In the proc

ess shareholders must be granted subscription rights

unless the Executive Board makes use of the authori

zation granted to it to disapply the shareholders subsc rip

tion rights with the approval of the Supervisory Board

The Executive Board is authorized with the approval of

the Supervisory Board to eliminate fractions from the

shareholders subscription rights The Executive Board is

also authorized subject to the approval of the Supervi

sory Board to disapply shareholders subscription rights

in order to issue up to 900000 new shares per financial

year out of authorized share capital IV to members of the

Executive Board and employees of the Company as well

as to members of the executive boards or management

and employees of its affiliated companies within the

meaning of sections 15 et seqq of the AktG Full autho

rization derives from Article of the Articles of Asso

ciation of Deutsche BOrse AG

The Companys share capital has been contingently

increased in accordance with Article of the Articles

of Association by up to 6.0 million by issuing up to

6000000 no-par value registered shares contingent

share capital The contingent capital increase is used

exclusively to service stock options granted up to 13 May

2008 as result of the authorization under item of the

agenda of the General Meeting of 14 May 2003 The

contingent capital increase will only be implemented

insofar as the holders of issued stock options exercise

these and the Company does not service these stock

options by transferring treasury shares or by way of

cash payment The new shares carry dividend rights from

the beginning of the financial year in which they are

issued as the result of the exercise of stock options

The Executive Board is authorized to acquire up to

10 percent of the share capital as treasury shares

However the shares acquired together with any shares

acquired for other reasons that are held by or allocated to

the Company in accordance with sections 71a et seqq

of the AktG may at no time exceed 10 percent of the

Companys share capital The authorization to acquire

treasury shares is valid until 31 October 2009 and may
be exercised by the Company in full or in part on one or

more occasions However it may also be exercised by

dependent companies by companies in which the Com

pany holds majority interest or by third parties on its

or their behalf The Executive Board may elect to acquire

the shares on the stock exchange via public

tender offer addressed to all shareholders or via public

request for offers of sale addressed to the Companys

shareholders by issuing tender rights to shareholders

or through the use of derivatives put or call options

or combination of both The full and exact wording of

the authorization to acquire treasury shares and particu

larly the permissible uses to which the shares may be

put can be found in item of the agenda of the General

Meeting of 21 May 2008

In the event of change of control following takeover

bid the following material agreements apply

On 31 August 1998 Deutsche Börse AG and SIX

Swiss Exchange AG former name SWX Swiss Ex

change AG agreed under the terms of shareholders

agreement relating to their cooperation with regard to

Eurex ZUrich AG and its subsidiary companies an extra

ordinary right of termination for period of 60 days fol

lowing registered notification This applies in the event

that third exchange organization obtains controlling

influence over the other party whether by means of

takeover or merger Termination would have the

effect of liquidating Eurex in its current structure with

the stake held by SIX Swiss Exchange AG
On 25 October 2006 Deutsche Börse AG and SIX

Group AG former name SWX Group AG agreed in

cooperation agreement to combine their business oper

ations in the area of structured products in European

exchange organization under joint name and trade

mark The cooperation agreement provides for right
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of termination for both parties with notice period of six

months to the end of the month which has the effect

of ending the cooperation if change of control occurs

at Deutsche Bärse AG or SIX Group AG The right of

termination expires if it is not exercised within three

months of the date of the change of control According

to the cooperation agreement change of control has

taken place if person corporation or partnership di

rectly or indirectly acquires control over company ei

ther alone or together with Group companies or in con
sultation with other persons or companies company

has control if it directly or indirectly holds more than

50 percent of the voting rights or of the capital of an

other corporation or partnership if it must fully con

solidate another corporation or partnership under IFRSs

or if it is able to control company through voting trusts

or by making appointments to executive bodies

On May 2008 Deutsche Bärse AG and its subsidiary

Clearstream Banking S.A concluded multicurrency

revolving facility agreement with consortium of banks

for working capital credit line with total amount of

up to US$1.0 billion In the event of change of con

trol the lead manager of the consortium must termi

nate the agreement within period of 30 days and

declare all amounts due to the lenders immediately re

payable if required to do so by majority of the con

sortium banks who together have provided two-thirds

of the amount of the facility granted at the date of the

change of control In the terms of this facility agree

ment person or group of persons have control if they

coordinate their actions and/or if they have the oppor

tunity to govern the business of the Company or to

determine the composition of the majority of the Execu

tive Board

As part of the acquisition of ISE it was agreed that no

person or group may directly or indirectly acquire more

than 40 percent of the shares in ISE or acquire control

over the voting rights attached to more than 20 percent

of the shares in ISE without the prior approval of the

U.S Securities and Exchange Commission SEC Other

wise the requisite number of ISE shares must be

transferred to trust so as to comply with the limits

Under the terms of the 2008/2013 fixed-rate bonds

amounting to 650.0 million issued by Deutsche

Bôrse AG and the terms of the subordinated fixed-rate

and floating-rate bonds amounting to floating-rate

bonds amounting to 550.0 million issued by the

Company in 2008 there is right to terminate in the

event of change of control In the case of termination

the bonds are repayable at par plus any accrued inter

est change of control is deemed to have taken place

if one person several persons acting together or third

parties acting on their behalf has or have acquired more

than 50 percent of the shares of Deutsche Börse AG or

the number of shares required to exercise more than

50 percent of the voting rights at General Meetings of

Deutsche Börse AG In addition the relevant loan

terms require that the change of control must have ad

versely affected the rating given to one of the preferen

tial unsecured debt instruments of Deutsche Börse AG

by Moodys Investors Services Inc Standard Poors

or Fitch Ratings Limited Further details can be found

in the applicable loan terms

If change of control occurs there is also right to re

quire repayment of various bonds issued by Deutsche

BOrse AG in 2008 under US private placement The

change of control must also adversely affect the rating

given to one of the preferential unsecured debt instru

ments of Deutsche Börse AG by Moodys Investors Ser

vices Inc Standard Poors or Fitch Ratings Limited

The provisions contained in the applicable terms corre

spond to the conditions specified for the 2008/2013

fixed-rate bonds The bonds issued under the private

placement are as follows US$170.0 million due on

12 June 2015 US$220.0 million due on 12 June

2018 and US$.70.0 million due on 12 June 2020

Members of Deutsche Börse AGs Executive Board have

special right of termination in the event of change

of control According to the agreements with all Execu

tive Board members change of control has occurred

if shareholder or third party discloses in accor

dance with sections 21 and 22 of the WpHG its own
ership of more than 50 percent of the voting rights in

Deutsche Börse AG an intercompany agreement

in accordance with section 291 of the AktG is entered

into with Deutsche Bärse AG as dependent company

or Deutsche Börse AG is absorbed in accordance

with section 319 of the AktG or merged in accordance

with section of the UmwG Umwandlungsgesetz the

German Reorganization and Transformation Act
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There are further agreements in addition to the above

agreements subject to change of control provision in

the event of takeover offer In the opinion of Deutsche

Börse AG however these are not material within the

meaning of section 315 of the HGB

The compensation agreements entered into with the

members of the Executive Board in the event of take

over offer can be found in the remuneration report

Strategy and Internal management control

In recent years Deutsche BOrse Group has developed

into one of the largest exchange organizations in the

world and achieved significant increases in its enterprise

value since its initial public offering The foundation for

this growth is the Groups integrated business model

which aims to offer customers efficient and cost-effective

services The business model is based on the following

key principles

The integration of different financial market services

such as trading clearing settlement administration

and custody of securities as well as index and market

data services

The provision of these services for different asset

classes such as equities bonds funds and derivatives

The development and operation of the Groups own

electronic systems for all processes along the securities

trading value chain

The efficiency of the business model is reflected on the

one hand by the fact that Deutsche Borse Group is one of

the providers of trading clearing and settlement services

with the most attractive prices and on the other in the

profitability
of the Company Deutsche BOrse Group is one

of the most profitable companies in its sector with an

EBITA margin earnings before interest tax and goodwill

impairment of 61 percent in the year under review

The strategy that has enabled the Company to achieve

its leading position will continue to be pursued with

Deutsche Börse Group focussing primarily on organic

growth This will be achieved through the introduction

of new products in existing and new asset classes the

expansion of business to new customer groups as well

as moving into markets in new regions If external devel

opment opportunities prove economic viability the Group

will also take these into consideration

The organic growth targeted by Deutsche Börse Group is

influenced by the following factors

The performance of the financial markets in line with

general economic conditions e.g increase in volatility

in the cash market

Structural changes in the financial markets e.g in

creasing use of derivatives by investment funds

The Companys ability to innovate e.g constant intro

duction of new products and services

While the Company cannot affect the performance of

the financial markets it is able to exert an influence on

the latter two factors in part or in full and to continue to

reduce its dependence on the factors outside its control

In order to take advantage of opportunities for external

growth Deutsche Bärse Group constantly monitors and

assesses the possibilities which arise The acquisition of

ISE at the end of 2007 shows that the Company is open

to consolidation in the exchange sector provided that this

creates value for the Company and its shareholders

Deutsche Bärse Groups internal management control

system is primarily based on the performance indicators

EBITA costs return on equity and interest cover ratio

the ratio of EBITDA to interest expenses from financing

activities

Deutsche BOrse Group manages its EBITA via revenue

and costs Revenue is composed of sales revenue with

external customers net interest income from banking

business own expenses capitalized and other operating

income Sales revenue with external customers is gener

ally dependent on the three growth factors described

above performance of the financial markets structural

changes and the Companys ability to innovate Net

interest income from banking business is dependent on

the development of Clearstreams international settlement

business on the one hand and on the development of

short-term interest rates particularly in the euro zone and

the US on the other Own expenses capitalized relate to

development costs for internally generated computer soft

ware Other operating income results mainly from oper

ating the Eurex ZUrich derivatives market for SIX Swiss

Exchange AG
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With regard to costs the Company distinguishes between

fee and commission expenses from banking business

staff costs depreciation amortization and impairment

losses excluding goodwill impairment other operating

expenses and goodwill impairment Fee and commission

expenses from banking business are cost component

dependent on volumes The amount reflects the devel

opment of the international settlement and custody busi

ness at Clearstream Staff costs comprise wages and

salaries as well as social security contributions and the

cost of retirement benefits They are subject to inflation

and depend partially on the development of Deutsche

Börse AGs share price since they also include changes

in the provisions and payments in respect to the stock

option plan that was closed in 2006 as well as the Stock

Bonus Plan for members of the Executive Board and

senior executives that was launched as of 2007 The

depreciation amortization and impairment losses for

intangible assets property plant and equipment and

investment property are dependent on the amount of

investments capitalized Other operating expenses princi

pally comprise the costs of developing and operating the

Groups technological infrastructure office infrastructure

costs and marketing costs

Since around 80 percent of Deutsche BOrse Groups total

costs are fixed costs the Group can handle higher vol

umes of business without significant increase in costs

Conversely decline in business volume would directly

impact the profitability of the Group The approximately

20 percent represented by costs dependent on volume

includes fee and commission expenses from banking

business the operation of the floor trading system and

various license fees

In September 2007 Deutsche Bärse Group introduced

an extensive restructuring and efficiency program The

program aims to generate cost savings in financial years

2008 to 2010 with no change in the volume of invest

ments in future growth From 2010 onwards these

savings are expected to amount to 100 million p.a In

February 2008 Deutsche Börse Group had announced

cost target of 1315 million for financial year 2008

based on the restructuring and efficiency program and

ISEs first-time consolidation in the consolidated income

statement Total costs for 2008 amounted to 1284.0
million percent lower than those in the previous year

2007 1323.5 million

The return on shareholders equity after taxes is another

key performance indicator underlying Deutsche Börse

Groups strategy It represents the ratio of after-tax earn

ings to the average equity available to the Company

in 2008 This ratio increased to 40.8 percent 2007
39.4 percent due to the significant growth in earnings

In September 2007 Deutsche Börse Group resolved

revised financing concept for the acquisition of ISE with

the aim of further improving the capital structure and re

suming its share buy-back program Debt securities and

hybrid instruments totalling around 1.5 billion were

issued in 2008 under this financing concept The aim in

targeting an interest cover ratio ratio of EBITDA to inter

est expenses from financing activities of at least 16 for

Deutsche Börse Group and at least 25 for Clearstream

and complying with specific capital adequacy measures

for Clearstream is to maintain Clearstreams current AA

rating Further information on the financing structure is

presented in the financial assets section see page 96

Economic environment

Last year was dominated by number of developments

with lasting influence on the macroeconomic environ

ment the main ones are to be pointed out as follows

The crisis on tile US real estate market which triggered

global financial crisis

The loss of confidence in global financial systems and

the resulting disruptions on the money interbank and

credit markets

First signs of significant downturn in the global

economy

Massive cash injections from several central banks

combined with government financial rescue packages

for troubled banks and corporations

It is currently estimated that real growth in GDP in

the OECD countries fell to 1.4 percent in 2008 2007
2.7 percent According to first estimates published by

the World Bank in January 2009 the global economy

grew 2.5 percent in 2008 International Monetary Fund
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estimates show 3.4 percent growth for the same period

2007 3.7 and 5.2 percent respectively

In the context of macroeconomic development Deutsche

Börse Groups business is mainly influenced by cyclical

trends in Germany the rest of Europe and the United

States

Economic growth in Germany slowed considerably in

2008 as exports dropped According to estimates pub
lished in January 2009 the International Monetary Fund

expects the German economy to have grown 1.3 percent

in 2008 2007 2.5 percent despite declining exports

mainly due to increased private consumption in the sec

ond half of the year

The effects of the global economic crisis were also clearly

felt at European level The euro zone economy had

already technical recession as defined by the Euro

pean Commission in the third quarter of 2008 after GDP

shrank in two consecutive quarters Current estimates

show that the euro zone economies grew only 1.0 per

cent in 2008 as whole and thus much slower than in

the previous year 2007 2.6 percent After increasing

the key lending rates in the euro zone to 4.25 percent

mid-year the European Central Bank lowered them over

period of only three months to 2.50 percent at the end

of 2008 because of the deteriorating economic climate

in Europe The initial decreases were followed by fur

ther reductions of 0.5 percentage points in each case to

2.00 percent in January 2009 and again to 1.50 percent

in March 2009

After 2.0 percent rise in GDP in the United States in

2007 the countrys economic performance is expected to

have increased by only 1.1 percent in 2008 as result of

the financial crisis In 2008 the US government and the

Federal Reserve attempted to mitigate the crisis with fis

cal and monetary policy measures such as the Troubled

Asset Relief Program TARP to buy back troubled assets

related to the subprime mortgage crisis The Federal Re

serve also cut the federal funds rate from 4.25 percent in

early 2008 to between zero and 0.25 percent at the end

of the year

Development of trading activity on

selected European cash markets

Change 2008

2008 vs 2007

bn

London Stock Exchange2 2951.0 11

Deutsche Börse Group Xetra 2149.0 12
Euronext3 2757.0 20

Bolsas Mercados Espaæoles 1246.3 26

Nasdaq OMX Nordic4 1317.5 30

Borsa Italiana 993.7 34

Trading volume in electronic trading singiecowited

Part of the London Stock Exchange Group

Part of NYSE Euonext

Part of Naadaq OMX

Source Exchanges listed

The turmoil in the international financial markets has

resulted in extremely mixed trading behavior of partic

ipants in the cash and derivatives markets and affected

the structural business drivers in both positive and

negative sense Caution on the part of the participants

meant that the trading volume on the cash market fell

in the year under review despite some very high-volume

weeks and months The situation on the derivatives mar
ket was more diverse While high fluctuation on the de

rivatives exchanges caused contract volumes for equity

and equity index derivatives and US options to rise sharp

ly in 2008 uncertainty as to the effect of the financial

crisis and the reduction by trading participants of risk

positions resulted in decline in trading volumes for

interest rate derivatives Overall the leading derivatives

markets recorded slight growth in traded contracts

Development of tracl ing activity

on selected derivatives markets

Change 2008

Traded contracts 2008 vs 2007

NYSE Life 1510.7 18

Deutsche Bªrse Group Eurex 3172.7 17

CME Group 3287.0

Part of NYSE Euronest

Source Exchanges listed

In post-trading the loss of confidence amongst financial

institutions and the resulting credit crunch caused

strong increase in the collateraliied lending services

offered by Clearstream collateral management It had

already become apparent before the financial crisis that



I1 I1rrkr Gtj vieiU nepurr

the market accepted this offering and was therefore

increasingly using it

According to the Bank for International Settlements the

face value of bonds outstanding internationally on the

bond markets figure relevant for Deutsche Börse

Groups custody business increased by percent to

15.2 trillion between June 2007 and June 2008 In

the same period the face value of securities issued do

mestically fell by percent The reduced growth of inter

nationally issued bonds and the decline in the face value

of domestic securities year-on-year is primarily due to dis

ruptions on the credit markets and the lack of confidence

in the banking sector The financial crisis caused the vol

ume of newly issued domestic bonds to fall by 48 percent

and that of international bonds to fall by 35 percent in

the first six months of 2008 compared to the same period

in 2007

Development of bond markets

2008 Change

trillions

Bonds outstanding

International 15.2

Domestic 30.7

Net Issue volume21

International 0.9 35

Domestic 0.6 48

As of 30 June 2008 growth compared with 30 June 2007

Fled rex months of 2008 growth compared with first six months 2007

Source Bank for International Settlements as of end of June 2008

Overview of busIness development

In 2008 Deutsche Börse Group achieved the best results

in its history The financial market environment which

was dominated by uncertainty high volatility and there

fore increased trading activity during the year contributed

to this positive outcome As result of the scalability of

its business model Deutsche Börse Group was able to

report most of the additional sales revenue generated as

additional earnings

Sales revenue in the year under review went up by 12

percent to 2455.1 million 2007 2185.2 million

The greatest contribution to this increase was made by

International Securities Exchange Holdings Inc ISE
which was fully consolidated for the first time and whose

sales revenue amounted to 241.2 million in 2008

Total costs including ISE costs of 155.9 million fell

percent to 1284.0 million in the year under review

2007 1323.5 million In the year under review the

consolidation of ISE generated additional costs 2007

included exceptional costs related to share-based pay

ment arrangements and provisions for the restructuring

and efficiency program

In 2008 consolidated earnings again improved substan

tially year-on-year EBITA reached new record figure of

1508.4 million 20071345.9 million an increase

of 12 percent ISEs contribution to EBITA amounted to

100.6 million

Deutsche Börse Group achieved 13 percent growth

in net income which rose to 1033.3 million 2007
911.7 million In addition to the substantially higher

EBITA the lower tax rate of 28.5 percent also had posi

tive effect on net income

Earnings per share basic increased at an even greater

rate based on weighted average of 190.5 million

shares by 15 percent to 5.42 2007 4.70 with an

average of 194.1 million shares outstanding The fact

that the average number of shares outstanding after the

share buy-backs was lower had positive effect on earn

ings per share At the same time diluted earnings per

share improved by 15 percent to 5.41 2007 4.70

ley figures by quarter

QI Q2 Q3 Q4

ir
2008 2007 2008 2007 2008 2007 2008 2007

Sm Sm Sm Sm Sm Sm

Sales revenue 644.5 543.1 585.5 542.5 616.1 561.9 609.0 537.7

Totalcosts 316.1 313.3 297.0 311.9 311.2 274.5 3597 423.8

EBITA 425.8 300.3 375.1 321.8 385.0 368.3 322.5 355.5

Netincomefortheperiod 304.2 192.3 249.4 210.7 257.3 238.2 222.4 270.5

Earnings per share basic 1.58 0.98 1.30 1.09 1.35 1.23 1.19 1.40



Further information on this dilution is contained in note 41

to the consolidated financial statements

2008 2007 change

Gm

Sales revenue 2455.1 2185.2 12

Total costs 1284.0 13235

EBITA 1508.4 1345.9 12

Net income 1033.3 911.7 13

Earnings per share

basic 42 470 15

Earrrvigs per share

diluted 541 470 15

The first quarter in 2008 was the best in the reporting

period in terms of sales revenue and earnings see table

on the page before

Employees

As at 31 December 2008 Deutsche BOrse Group had

3395 employees 31 December 2007 3281 The

increase resulted mainly from expanding Deutsche Börse

Services s.r.o and the build-up of Clearstream Operations

Prague s.r.o As part of its near-shoring initiative the

Group transferred operating activities of the Clearstream

segment to the existing operations center in Prague In

addition the restructuring and efficiency program led to

minor organizational shifts between segments

31 Dec 2008 31 Dec 2007

Xetra 177 167

Eurex 355 282

Clearntream 964 925

Market Data Analytics 160 199

Information Technolo 1258 1216

corporate Services 481 492

Total Deutsche Borne Group 3395 3281

Deutsche Bdrse Group had an average of 3339 salaried

employees in 2008 2007 3052 and an average of

3115 full-time equivalent FTE employees 2007

2854

301 employees left Deutsche BOrse Group in the course

of the year staff turnover rate of less than percent

This is slightly higher than in previous years mainly due

to the staff measures taken under the efficiency and re

structuring program These were implemented amicably

and in socially responsible fashion

Based on the average number of full-time equivalent

employees in 2008 sales revenue per employee in

creased by percent and amounted to 788 thousand

2007 766 thousand Staff costs per employee de

creased by 32 percent to 135 thousand 2007 198

thousand largely due to lower costs related to the stock

option plan for Executive Board members and senior

executives of Deutsche Börse AG and its subsidiaries

As at 31 December 2008 Deutsche Bdrse Group employ

employed people at 16 locations worldwide The key

countries and regions are

31 Dec 2008

Germany 1623 47.8

Luxembourg 1089 32.1

North America 280 8.2

czech Republic 179 5.3

united Kingdom 108 3.2

Rest of Europe 87 2.6

Asia

_________________________
25 0.7

Middle East 0.1

Total Deutsche BOrne Group 3395

The average age of Deutsche BOrse Groups employees

at the end of the year under review was 39.4 years The

employee age structure as at 31 December 2008 was

as follows

30 39 yxrs

Under 30 yxurs

Over 50 years

4C49yeurs
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The average length of service at the end of the year under

review was 9.3 years The following table illustrates

the length of service of the Groups employees as at

31 December 2008

Employees length of service

31 Dec 2008

Less than 5years 1078 31.7

to 15 years 1737 51.2

More than 15
years 580 17.1

Total Deutsche Bôrse Group 3395

As at 31 December 2008 the percentage of graduates

among Deutsche Börse Groups employees was 57.4

percent 2007 55.4 percent This figure is calculated

on the basis of the number of employees holding degree

from German university university of applied technol

ogy or professional academy as well as employees

who have completed studies abroad In total the Group

invested an average of 3.0 days per employee in staff

training

EnvIronmental protectIon

Deutsche Bärse Group treats the environment with great

care in all its activities as matter of course Deutsche

BOrses normal business activities which cover the en

tire value chain of securities transaction do not entail

any direct environmental risk The principles of sustain-

ability are deeply rooted in the Company which uses

wide range of measures to protect the environment as the

basis of life and of commercial creativity These measures

mainly relate to the infrastructure of the office buildings

in Eschborn Frankfurt and Luxembourg to the selection

and monitoring of suppliers and to motivating employees

to act in an environmentally responsible manner in the

workplace

In Luxembourg the Clearstream subgroup once again

received quality label for environmentally responsible

waste management The label is awarded by Luxem

bourgs Ministry for the Environment and the Chamber

of Trades in recognition of companies that implement

the waste management concept issued by the two Lux

embourgs institutions in their day-to-day operations

The Frankfurt headquarters to which Deutsche BOrse AG

moved in 2000 as well as the buildings for the Luxem

bourg subsidiary Clearstream International S.A that

opened in 2003 were all designed to take advantage of

state-of-the-art energy-saving concepts In the year under

review further improvement in the Groups energy con-

sumption was achieved by introducing the free-cooling

system which has already proven its worth in the

Clearstream buildings to the Frankfurt offices Energy

efficiency is improved by using outside air to cool offices

and data centers in spring and autumn

In the second half of 2008 Deutsche Börse Group pre

sented its plans for the construction of the new Group

headquarters in Eschborn This project highlights the

Groups commitment to environmental protection and

we plan to have the new building independently certified

under the internationally recognized LEED system

Leadership in Energy and Environmental Design de

veloped by the U.S Green Building Council Washington

D.C It will be one of the first buildings in Germany to

receive LEED certification and will meet the highest pos

sible standards of sustainability acting as an ecological

role model The building will also profit from the knowl

edge and data gained by the Company through its par

ticipation in the OKOPROFIT initiative ecological project

for integrated environmental technology

Research and development actIvIties

As service provider Deutsche BOrse Group does not

engage in research and development activities compa
rable comparable with those of manufacturing com
panies This section of the report has therefore been

omitted The Groups product and services development

activities are described in more detail in the report on

expected developments

Deutsche Bärse shares

Despite record results in the year under review Deutsche

Bärse Group was not immune to developments on the

international capital markets to large extent the share

price of Deutsche BOrse AG fell in line with the share

price of other listed exchange operators around the world

and decreased by 63 percent in the course of the year

After an intraday high of 134.66 on January 2008

and twelve-month intraday low of 43.40 on 28 Octo

ber 2008 the share price closed at 50.80 on the last

trading day of 2008 2007 135.75

The Groups continued strong business performance in

the past year together with the stable market position

assured by its diversified business model again con

tributed to the sustained and widespread interest in

Deutsche Börse AG shares among national and to an

even greater extent international investors The aver

age volume of Deutsche Börse shares traded per day
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increased to 2.5 million following 1.8 million in the

previous year The proportion of shareholders from out

side Germany remains high at around 82 percent The

proportion of institutional investors also remains high

they held 97 percent of the Companys shares at the

end of the year under review

Results of operations financial position

and net assets

Results of operations

Deutsche Börse Group achieved further improvement

in its operating results in 2008 Sales revenue rose by

12 percent to 2455.1 million 2007 2185.2 million

Excluding the ISE contribution sales revenue rose to

2213.9 million slight increase against the prior year

Great uncertainty prevailed on the market in the year under

review because of the global financial crisis and trading

activity was therefore subject to considerable fluctuation

throughout the year Periods of extremely high trading

volumes with new daily and monthly records on both the

cash and the derivatives markets were followed by weeks

in which the market participants exercised considerable

caution The Groups revenues from post-trade services in

the Clearstream segment remained stable despite the diffi

cult market environment as the segment was able to ac

quire new business and thus offset the decline in the

valuation of the equity markets and the reduced number

of securities transactions

Sales revenue by segment

millions

In addition to sales revenue Deutsche Börse Groups

total revenue includes net interest income from banking

business own expenses capitalized and other operating

income Net interest income increased percent to

236.8 million in the period under review as result

of high average cash balances 2007 230.8 million

Own expenses capitalized rose by 12 percent to 28.0

million in 2008 2007 25.1 million due to the slight

increase in development activities Other operating in

come dropped from 223.4 million in 2007 to 66.7
million in the year under review The drop is mainly due

to income from the sale of land and buildings in Luxem

bourg in 2007 In the year under review no comparable

exceptional income was generated

The Groups strict cost management policy had positive

effect on total costs at Deutsche Börse Group which fell

percent to 1284.0 million in the year under review

2007 1323.5 million including ISE costs of 155.9
million In the reporting year the consolidation of ISE

resulted in additional costs which in 2007 were generated

by exceptional factors related to share-based payment

arrangements and provisions for the restructuring and

efficiency program Volume-related costs in the Clearstream

segment were higher than in the previous year due mainly

to the positive development of international business

Cost Overview

2008 2007 Change

Fee and commission expenses

from banking business 177.8 161.6 10

Staff costs 421.4 566.2 26

Depreciation amortization and

impairment losses other than

goodwill 137.1 126.0

Other operating expenses 547.7 469.7 17

Total 1284.0 1323.5

One of the main factors affecting costs is the cost of staff

This fell by significant 26 percent to 421.4 million

decline which is primarily due to the lower cost of share-

based payments in 2008 and provisions in 2007 related

to the restructuring and efficiency program The increase

in other operating expenses from 469.7 million to

1020.1

713.9

768.2 769.3

435.0

180.6

07 08 07 08

99.8 95.7

07 08 07 08

Xetra Eurex Clesrstream Market Data

Analytics

inlormation

Technology
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547.7 million is mainly due to the inclusion of ISE The

rise was mitigated by savings made under the restructuring

and efficiency program

Last year Deutsche Börses share price dropped 63 per

cent thus underperforming the Dow Jones STOXX 600

Technology Return EUR benchmark index As result

the total cost of the stock option program and Stock Bonus

Plan for the Executive Board and senior executives of

Deutsche Börse AG and its subsidiaries declined substan

tially to 3.0 million 2007 144.8 million

Employee participation in the Group Share Plan fell to

around 23 percent compared with the prior year Ex

penses for the Group Share Plan amounted to 6.1 mil

lion in 2008 2007 12.0 million Under this plan

employees bought around 94100 shares at discount

of up to 40 percent on the issue price In addition the

Company granted them two bonus shares for every ten

shares subscribed

Further details of the share-based payment arrangements

are provided in note 46 to the consolidated financial

statements

EBTA and profitability by segnieni

2008 2007

EBITA EBITA EBITA EBITA

margIn

Xetra 219.4 55 250.1 57

Eurex 597.5 59 443.2 62

clearstream 489.6 64 379.4 49

Market Data

Analytics 106.9 59 88.3 52

Information

Technology 119.2 24 100.2

Corporate servIces 24.3 87.6

ReconcilIation 0.1 2.9

Total 1508.4 61 1345.9 62

B1A/ internal external sales revenue

Deutsche Börse Group increased its EBITA earnings

before interest taxes and goodwill impairment by

12 percent year-on-year to 1508.4 million 2007

1345.9 million The EBITA margin was slightly lower

at 61 percent 2007 62 percent major contribution

margin

to this increase in earnings came from the Clearstream

and Eurex segments ISEs contribution to this increase

amounted to 100.6 million In 2007 EBITA was posi

tively influenced by tax-exempt book gains of around

120 million on the sale of buildings in Luxembourg

The widespread uncertainty on the financial markets

caused trading activity in the Xetra cash market to

decrease in 2008 as compared to the previous year

Although the number of transactions increased by

28 percent year-on-year to 226.0 million the trading

volume single-counted fell 12 percent to 2.1 trillion

The main reason for this divergence is the average trans

action size which dropped to 19.0 thousand in 2008

2007 27.7 thousand This is primarily due to the

increase in algorithmic trading and the lower market

value of the securities The development of business on

Xetra is largely dependent on the trading activities of

institutional investors and proprietary trading by profes

sional market participants Temporary uncertainty on the

financial markets resulting from the deepening global

financial crisis and sharp drops in the levels of the lead

ing stock market indices over the year had an adverse

effect on trading activity Apart from these general eco

nomic factors structural changes in trading had posi

tive influence on business The increasing use of fully

computerized trading strategies is particularly worthy

of note here The proportion of algorithmic trading rose

again in the year under review accounting on average

for around 43 percent of the total Xetra trading volume

2007 39 percent The 10 largest trading participants

accounted for 52 percent of the trading volume on Xetra

while the 20 largest accounted for 70 percent showing

no significant change against 2007 Measured in terms of

the order book volume the largest market participant con

tinued to hold market share of percent

Besides institutional investors who trade primarily on

the Xetra electronic trading system private investors were

particularly reluctant to place orders as result of the

general economic uncertainty and the strong decline in

the leading stock market indices In floor trading at the

Frankfurt Stock Exchange the trading platform mainly

used by private investors the trading volume single-

counted fell 27 percent to 80.1 billion



The pricing model for price-sensitive algorithmic trading

on Xetra was adjusted with effect from September

2008 to encourage an increase in this type of order

The minimum fee of 0.60 for orders executed in the

Automated Trading Program ATP no longer applies

while the number of discount levels and the maximum

discount rate were adjusted

With the launch of Xetra Release 9.0 on 28 April 2008

trading in over 300000 products offered by Scoach

the cooperation for structured products between Deutsche

Bdrse AG and SIX Group AG migrated from lead broker

trading on the floor of the Frankfurt Stock Exchange to

the
fully

electronic Xetra platform The resulting improve

ment in accessibility for investors from across Europe

allowed Scoach to up its market share by 10 percentage

points to 38 percent However this increase was unable

to offset the decrease in trading activity caused by the

unfavourable market environment Trading volumes fell

by 14 percent year-on-year to 64.9 billion Due to the

structure of the cooperation half of Scoachs profits go

to SIX Group AG This share is reported under the item

minority interests in the consolidated income statement

The XTF segment for exchange-traded index funds in

creased its trading volume by 13 percent in the year

under review to 123.5 billion 2007 108.9 billion

With the largest offering of all European exchanges

Deutsche BOrse was able to maintain its position as

leading market place in Europe for trading ETFs

2008 2007 change

bn bn

Xetra 2149.0 2443.0 12

Floor 80.1 109.5 27

Scoach 64.9 75.6 14

Eocluthn certihcates and warrants whch are Shown in the row for Scoach

All in all Xetra segment sales revenue fell by percent

to 399.4 million 2007 435 million In addition to

income from trading the central counterparty for equities

CCP operated by Eurex Clearing AG income from coop

eration agreements and listing fees also contributed to

revenue The sales revenue generated by the central

counterparty is primarily dependent on the activity level

on the Xetra trading system

Income from cooperation agreements recognized in other

sales revenue mainly stems from systems operation for

the Irish Stock Exchange and the Vienna Stock Exchange

From mid 2008 Xetra also took over systems operation

for the Bulgarian Stock Exchange The
listing fees also

recognized in other sales revenue are generated from

admission to trading and the listing of enterprises

The percent decrease in costs as against 2007 to

198.1 million 2007 215.6 million can mainly be

attributed to the reduction in staff costs lower depre

ciation and decline in operating costs for the Xontro

floor trading system

Despite lower costs the Xetra segment was unable to

compensate fully for the decline in sales revenue in

the year under review and its profitability suffered as

result EBITA in the Xetra segment was reduced by

12 percent year-on-year to 219.4 million 2007
250.1 million producing an EBITA margin of

55 percent 2007 57 percent

The cooperation between Deutsche Bdrse AG and SIX

Swiss Exchange AG was able to increase sales revenue by

41 percent to 1010.1 million 2007 713.9 million

through the consolidation of ISE As in 2007 the main

revenue drivers were equity index derivatives with

45 percent share of total sales revenue

mdiions

435.0

Otiro

Scoach

Floor tradirrg

Central courrterparty for oqotres

Xotra electron tracing system
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Trading activities in the segment increased 17 percent

year-on-year to 3172.7 million contracts 2007
2704.3 million European derivatives passed the two

billion mark for the first time at 21650 million contracts

2007 1899.9 million Equity index derivatives made

the largest contribution to this growth with 36 percent

increase in contract volumes in the year under review

The 10 largest European derivatives trading participants

accounted for 32 percent of the contract volumes and

the 20 largest accounted for 51 percent This is slight

increase against 2007 where their share amounted to

30 and 49 percent respectively Measured in terms of

contracts traded the largest market participant held

market share of percent

2008 2007 change

contracts contracts

Equity index derivatives 10266 753.6

Equity derivatives 479.5 374.5 28

Interest rate derivatives 658.3 771 .15

US options 1007.7 804.4 25

Totai 3172.7 2704.3 17

The total shown does nut equal the sum of the isdividuai figures as it includes other

traded denvatives such as ETF dividend and emission derivatives

Continuing uncertainty on the global capital markets

and the correspondingly volatile index levels had posi

tive effect on trading volumes for equity and equity index

derivatives as well as US options At the same time cau

tion on the part of investors and the increased risk aware

ness of the banks resulted in lower trading activity with

interest rate derivatives

In addition to these external factors the segment offers

new trading options to market participants in the form

of new products and services whole range of equity

and equity index options futures on individual equities

and in cooperation with the European Energy Exchange

EEX CO2 futures were introduced in the year under

review

Segment costs were up 50 percent year-on-year and

amounted to 509.3 million 2007 338.6 million

mainly due to the consolidation of ISE

All in all the Eurex segment achieved significant

increase in EBITA of 35 percent to 597.5 million

2007 443.2 million as result of the ISE consoli

dation The corresponding EBITA margin amounted to

59 percent 2007 62 percent

207 CUb
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In 2008 the key influencing factors for Clearstreams

business activities were the strong growth in the volumes

outstanding in Global Securities Financing slight in

crease in custody volumes of international securities

as well as decrease in domestic and international set

tlement business In the custody business the overall

average value of securities deposited with Clearstream

which is the parameter determining deposit fees was

up percent to 10.6 trillion 2007 10.5 trillion

Due to the lower valuations on the equity market the

average value of domestic securities deposited decreased

by percent to 5.5 trillion 2007 5.7 trillion This

custody volume is mainly determined by the market value

of shares funds and structured products traded on the

cash market The average value of international securities

deposited climbed by percent to 5.1 trillion 2007
4.8 trillion due to gains in market share and the stronger

US dollar in the second half of 2008

In the settlement business the number of settlement

transactions went down by percent in financial year

2008 to 114.3 million 2007 1231 million Compared

with 2007 settlement of OTC securities transactions

in international and in domestic markets increased by

percent to 49.8 million transactions for on-exchange

transactions Clearstream recorded decrease of 14 per

cent to 64.5 million transactions The negative overall

7t3.9

5010.1

I.

US uptivvs

Othe

Eurupoan equity derivatives

Esrvpean vtvrvst rate derivatives

European equity rodeo derivatives



development of settlement transactions is due to the mar
ket caution in trading securities in the course of the global

financial crisis

The strategically important Global Securities Financ

ing business recorded an increase in the average vol

ume outstanding in December 2008 of 25 percent to

434.1 billion December 2007 348.0 billion Prod

ucts offered include triparty repo collateral management

and securities lending

Average daily cash balances rose year-on-year by per

cent to 5677 million 2007 5596 million Net

interest income from the banking business increased

by percent to 236.6 million 2007 230.6 million

due to higher customer cash balances among other

things Thanks to interest hedges on the euro and the

US dollar the lower interest rates in 2008 had no sig

nificant impact on net interest income

Sales revenue in the Clearstream segment remained sta

ble in the period under review at 769.3 million 2007
768.2 million

Clearstream recorded the strongest decline in costs within

Deutsche Bdrse Group reducing total cost by 17 percent

to 534.7 million 2007 641.8 million This is mainly

due to lower staff costs lower depreciation and amorti

zation as well as the effects of the restructuring and effi

ciency program

EBITA rose by 29 percent to 489.6 million 2007
379.4 million while the EBITA margin on sales with

out net interest income from the banking business went

up to 64 percent 2007 49 percent

rrilions

custody
___________

value of securities deposited

average value during the year

International

Domestic

Sales revenue in the Market Data Analytics segment

continued to develop positively in 2008 rising by

percent to 180.6 million 2007 168.3 million

The segment generated 79 percent 2007 77 percent

and therefore the majority of its sales revenue from the

distribution of real-time data from the cash and deriva

tives markets operated by Deutsche Bdrse Group In

addition to growth in established markets and with existing

customers the initiatives to attract customers in new

markets also had an impact on the segments revenues

The growth was supported further by increases in sales

of data packages particularly higher-value products as

well as newly launched products and services

7682 7693

2007 change

bn bn

10637

5128

5509

10504

4783

5721

Othe

GlobI Securities Finoncing

Settlement

Custody

Settlement so so

Securities transactions 114.3 123.1

International 30.0 339 -12

Domestic 843 89.2

Global Securities Financing bn bn

Average volume outstanding

in December 434.1 34801 25

iicluding i.uuluctvity ud Repvrt.rig

Average daily cash balances

Total 5677 5596

Euro 2300 2523

US dollars 1952 1642 19

Other currencies 1425 1431

Figures differ trsm information shown in previsus periods due to sew statistical

reporting methbd
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The decline in other operating income in the Market

Data Analytics segment to 2.5 million 2007 16.2

million is mainly attributable to the sale of the holding

in International Index Company Ltd in 2007

Savings in staff costs and restructuring measure reduced

costs in the segment by 15 percent to 100.7 million

2007 117.8 million

As result the segments EBITA rose by 21 percent

to 106.9 million 2007 88.3 million The EBITA

margin was significantly higher at 59 percent 2007
52 percent

The announcement of the acquisition of the US-based

financial news agency Market News International MNI
in December 2008 was not reflected in the segments

results as the deal was not finalized until the end of

January 2009 after approval by the antitrust authorities

External sales revenue in the Information Technology

segment fell by percent in the year under review

to 95.7 million 2007 99.8 million This fall in rev

enue was primarily due to weaker floor trading activities

Sales revenue generated from business with other

Deutsche BOrse Group segments also decreased slightly by

percent to 393.1 million due to reduction in trading

activities on the cash market 2007 397.9 million

As part of the Groups Technology Roadmap the Informa

tion Technology segment continuously invested in the

performance of network and systems last year in order

to process higher volumes of trade quickly and in se

cure fashion Despite the consolidation of ISE total costs

in the segment fell by percent to 386.8 million due to

lower staff costs 2007 41 5.2 million

As result EBITA for the Information Technology seg

ment improved bylg percent in the year under review

to 119.2 million 2007 100.2 million

The Groups return on shareholders equity increased to

40.8 percent in the year under review 2007 39.4 per

cent primarily due to higher earnings The return on

shareholders equity represents the ratio of after-tax earn

ings to the average equity available to the Group in 2008

The weighted average cost of capital WACC after taxes

amounted to 7.2 percent in the year under review 2007
6.5 percent Deutsche BOrses cost of equity reflects the

return on risk-free alternative investment plus pre

mium for general market risk and takes account of the

specific risk of Deutsche BOrse shares compared with the

market as whole known as the beta The cost of debt

represents the terms on which Deutsche Börse AG was

able to raise long-term debt finance

Deutsche BOrses cost of capitdl

2008 2007

Risk-free interest rate 4.0 4.1

Market risk premium 6.1 4.8

Betas 1.2 1.1

cost of equitytm after tax 11.2 9.3

cost of debt before tax 5.1 3.8

Tax shield5 1.5 1.4

cost of debt after tax 3.6 2.5

Equity ratio annual average 46.6 58.5

Debt ratio7 annual average 53.4 41.4

WAccbeforetax 8.0 7.1

wcc after tax 7.2 6.5

Average return on ten-year German federal government bonds

StatIstical measure of the sensitivity of the price of an individual share to changer in the

entire market beta of 1.0 means that the performance of the share moves strictly

parallel to the reference market axe whole beta above 1.0 denotes greater volatility

than the overall market and beta below 1.0 less volatility

Risk-free interest rate market risk premiums beta

interest rate on short- and long-term corporate bonds Issued by Deutsche Bflrse AG

Denotes and quantifies the reduction in tax paid that arises from the deductibility of

Interest payments on debt and is factored into the caiculation of the cost of capital

1debtratio

Total noncurrent liabilities tan provisions other current provisions other bank

loans and overdrafts other current liabilities trade payables payables to associ

ates paysbles to other irrvestorx/ total assets financial Instruments of Eurex Clear

ing AG current liabilities from banking business cash deposits by market partici

pants basis average balance sheet Items in the fiscal year
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Deutsche Börse Groups profitability is also demonstrated

by its return on capital employed ROCE This pre-tax

figure measures the sustainable earnings generated from

operating activities in relation to the capital employed in

the business

The difference between ROCE and the cost of capital is

equal to the relative value added which fell to 31.4 per

cent in the reporting period 2007 44.1 percent The

significant change in the relative value added can be

attributed for the most part to the acquisition of ISE at the

end of 2007 and the corresponding increase in intangible

assets Absolute value added is calculated by multiplying

this figure by capital employed It rose by percent to

1227.7 million 2007 1173.7 million

Return on capital employed ROCE

2008 2007

Sm Sm

EBITA 1508.4 1345.9

Intangible assets 3449.2 1862.0

Equity Investments 123.1 75.1

Cumulative depreciation and goodwill

impaIrment 186.4 186.4

Trade receivables and other non-interest-

bearing current assets 1854.2

Adjustments due to the retrospective reduction of the tax rate applied In the couras

of the acquisition of SE

Annual avaxages

Financial position

Deutsche Bôrse Group generated cash flow from oper

ating activities of 1278.9 million in 2008 2007
839.6 million The basic operating cash flow per share

amounted to 6.71 and the diluted operating cash flow

per share to 6.70 2007 diluted and basic operating

cash flow per share 4.33

The increase in the operating cash flow is attributable

primarily to the following items

An increase in consolidated net income to 1050.3
million 2007 914.9 million

Cash inflow as at the balance sheet date of 265.3

million 2007 cash outflow of 266.5 million result

ing from reduction in receivables and other assets

due primarily to significant decrease against the pre

vious year in receivables from the CCP business as at

balance sheet date

Cash outflow of 100.3 million 2007 cash inflow of

192.3 million due to the drop in current liabilities

which mainly resulted from the decline of 111.3 mil

lion in provisions for the expiring stock option plan

This cash outflow was partially offset by an increase

in the interest expense accrual under the financing of

the ISE transaction which rose to 32.8 million

Cash outflow of 47.5 million 2007 cash inflow of

16.0 million on account of the decrease in noncur

rent provisions for share-based payments

Other non-cash expense of 3.3 million 2007 non-

cash income of 117.7 million Non-cash income

in 2007 resulted primarily from one-time income of

120.6 million from the sale of buildings and invest

ment property in Luxembourg which was reported

within cash flow from investing activities

The negative cash flow from investing activities dropped

to 939.6 million 2007 1753.2 million mainly as

result of changes to th following items

The cash flow from investing activities for the 2007

financial year included cash outflow of 1826.6
million for the purchase of ISE and cash inflow of

358.9 million from the sale of subsidiaries and the

sale of buildings and investment property in Luxem

bourg For the year under review the cash flow from

investing activities contains no cash outflow for the

purchase of subsidiaries

Cash outflow of 391.2 million 2007 149.0 mil

lion from an increase in current receivables securities

and liabilities with an original term greater than three

months within the banking business of Clearstream

Banking S.A

Non-interest.bearing provisions

Non-interest-bearing liabilitIes

Capital employed

ROCE EBITA as of capital employed

Relative value added

Absolute value added Sm

1085.7

615.5

3911.7

386

31.4

1227.7

1549.2

640.0

371.2

2661.5

50.6

44.1

1173.7
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Cash outflow of 344.0 million 2007 124.8

million to acquire noncurrent financial instruments

from the banking business within Clearstream

Banking S.A

Cash outflow of 122.3 million to acquire investments

in associates primarily investments in the US trading

platform Direct Edge Holdings LLC European Energy

Exchange AG and Link-Up Capital Markets S.L

Cash outflow of 94.5 million 2007 79.7 million

to acquire intangible assets and property plant and

equipment CAPEX

Cash outflow of 24.6 million from the sale of ISE

Stock Exchange to Direct Edge Holdings LLC

Cash inflow of 19.9 million from the sale of non

current financial instruments within the banking busi

ness of Clearstream Banking S.A

Cash inflow of 16.8 million from the termination of

the joint venture between ISE and TSX and the result

ing sale of ISEs shareholding

Cash inflow of 0.3 million 2007 17.4 million from

the disposal of other noncurrent assets The majority of

cash inflow in 2007 was generated through the sale of

the shares in International Index Company Ltd

Net cash outflows from financing activities amounted to

943.0 million 2007 inflow of 927.0 million The

negative cash flow from financing activities relates mainly

to changes in the following items

Cash outflow of 1941.7 million from repayment of

the short-term financing of the ISE transaction and the

repayment of short-term bonds of 600.0 million un

der Deutsche Börse AGs commercial paper program

Cash inflow of 1481.6 million from long-term

financing to replace the short-term financing for the

ISE transaction

Cash inflow of 794.4 million from the issuance of

short-term bonds under Deutsche Börse AGs com

mercial paper program

Cash outflow of 403.0 million 2007 329.8 mil

lion due to dividend payments for the 2007 financial

year and of 380.5 million 2007 395.0 million

for the purchase of own shares

Cash outflow of 500.0 million resulting from the

repayment of the corporate bond issued in 2003

As opposed to 2007 no cash inflow from minority

shareholders was recorded during the year under re

view Cash inflow from this position in 2007 amounted

to 271.3 million and related to SIX Group AGs share

in ISE financing

As result cash and cash equivalents amounted to

448.2 million at the end of the year under review

2007 1040.2 million Strong cash flows from oper

ating activities ensure Group liquidity Free cash flow

i.e cash flows from operating activities less payments

to acquire intangible assets and property plant and

equipment was well above the previous years level at

1184.4 million 2007 759.9 million Due to the

Groups positive cash flow adequate credit lines and

flexible management and planning systems as in pre

vious years the Company does not expect any liquidity

bottlenecks to occur in financial year 2009

Cash flow statement condensed

2008 2007

Cash flows from operating activIties 1278.9 839.6

Cash flows from investing activities 939.6 1753.2

Cash flows from financing activities 943.0 927.0

Cash and cash equivalents as at 31 December 448.2 1040.2

The Company uses off-balance sheet operating leases

primarily for the l5uildings used by Clearstream Inter

national S.A in Luxembourg

Under its capital management program Deutsche Börse

AG distributes funds not required for the Groups oper

ating business and further development to its share

holders The program takes into account Capital require

ments which are derived from the Groups capital and

liquidity needs from legal regulatory credit rating and

economic capital perspectives To ensure the continued

success of the Clearstream segment which is active in

securities custody and settlement the Company aims

to retain Clearstream Banking S.A.s strong AA credit

rating In addition Deutsche Börse AG needs to maintain

strong credit profile for the benefit of its subsidiary

Eurex Clearing AG
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Debt instruments of Deutsche Börse AG

Early termination right after and 10 years and In each year thereafter

Until June 2013 llxed-rate 7.50 percent pa from June 2013 to June 2018 fIxed-rate mid eerap 285 basIs points from June 2018 variable interest rate

Euro Interbank rate offered for tweioe-month Euro deposits EURIBOR plus an annual margin of 3.85 percent

Customers expect their service providers to maintain con

servative interest coverage and debt/equity ratios and thus

maintain strong credit ratings Deutsche Börse Group pur

sues the objective to maintain an interest coverage ratio

ratio of EBITDA to interest expenses from financing ac

tivities of at least 16 at the Group level

After returning around 2.1 billion to its shareholders

in the form of share buy-backs and dividends from the

launch of the program in 2005 to the end of 2007

Deutsche Börse Group paid dividend for 2007 of

403.0 million and repurchased further 6.2 million

shares at total price of 380.5 million in 2008 As

at the balance sheet date of 31 December 2008

total of 2.9 billion had been distributed to shareholders

since the launch of the capital management program

Of the some 38.7 million shares repurchased between

2005 and 2008 the Company cancelled total of some

28.6 million shares further 0.9 million shares were

acquired by employees under the terms of the Group

Share Plan see note 46 of the notes to the consolidated

financial statements As at 31 December 2008 the

remaining approximately 9.2 million shares were held

by the Company as treasury shares

For 2008 Deutsche Börse AG will propose to the General

Meeting that dividend of 2.10 per share be paid for

the last financial year 2007 2.10 Based on this pro

posal the distribution ratio is 38 percent of consolidated

net income 2007 51 percent adjusted for exceptional

income from sale of buildings in Luxembourg With

185.8 million shares outstanding currently carrying

dividend rights this would result in total distribution

of 390.2 million 2007 403.0 million

The bridge loan of 1.0 billion and US$0.7 billion raised

in 2007 for the acquisition of ISE was replaced in full by

long-term debt during the second and third quarters of

2008 Shortly after the acquisition of ISE in December

2007 Deutsche Börse Group repaid US$170 million of

the bridge loan The bridge loan was redeemed in full

by mid-July 2008 largely through the issuance of

long-term debt

In April 2008 Deutsche BOrse Group issued senior

benchmark bond in the amount of 500 million This

bond was increased by 150 million in June 2008

further US$460 million was successfully issued in June

2008 as part of privale placement in the United States

Also in June 2008 Deutsche Bärse AG issued hybrid

capital in the amount of 550 million placing the only

corporate public European hybrid benchmark transaction

in 2008 Thus Deutsche Börse was able to successfully

refinance its ISE acquisition at attractive terms in diffi

cult market environment

Deutsche Börse AG regularly has its creditworthiness

reviewed by the rating agency Standard Poors while

Clearstream Banking S.A is rated by Fitch and Standard

Poors Both rating agencies confirmed the existing

credit ratings of the Group companies in the course of

the financial year

Type Issue volume ISIN Term MaturIty Coupon pa Listing

Fixed-rate bearer bond 650m XS0353963225
years April 2013 5.00% Luxembourg/Frankfurt

Series bond US$170m Private placement years June 2015 5.52% Unlisted

Series bond US$220m Private placement 10 years June 2018 5.86% Unlisted

Series bond US$7Orrt Private placement 12 years June 2020 5.96% Unlisted

Hybrid bond 550m XS0369549570 30 years1 June 2038 7.50%2 Luxembourg/Frankfurt
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Ratings of Deutsche Börse AG

Long-term Short-term Last published

Standard Poors AA Ai 24 April 2008

Ratings of Cleastrearn Banking SA

Long-term Short-term Last published

Fitch AA Fl January 2009

Standard Poors AA Ai April 2008

In the reporting year last published on 22 February 2008

Net assets

Deutsche BOrse Groups noncurrent assets amounted

to 4.544.9 million as at 31 December 2008 2007

4164.0 million Goodwill of 1977.0 million 2007

1937.1 million represented the largest part of these

noncurrent assets changes in which compared with

31 December 2007 were affected by the following key

factors

An increase in noncurrent securities from banking

business held by Deutsche Börse Group as financial

assets to 756.3 million 2007 514.9 million

An increase in investments in associates to 156.6

million 2007 35.9 million mainly due to the

acquisition by ISE of 31.5 percent holding in the US

trading platform Direct Edge and the increase of Eurex

ZUrich AGs holding in the European Energy Exchange

decline in Deutsche BOrse Groups investments in

trading and settlement systems which are capitalized

as software and amortized over the expected useful

life As at 31 December 2008 the balance sheet

showed software with net carrying amount of

101.1 million 2007 127.3 million

The loss in value of several minority interests of

Deutsche Börse AG due to decline in their market

capitalization This explains the reduction in other equity

investments to 52.8 million 2007 66.8 million

Further information on this item can be found in note

15 of the consolidated financial statements

Noncurrent assets were offset by equity in the amount

of 2978.3 million 2007 2690.2 million and non

current liabilities in the amount of 2213.7 million

2007 740.5 million Noncurrent liabilities mainly

related to interest-bearing liabilities from the long-term

financing of ISE of 1512.9 million 2007 1.2 million

and deferred tax of 600.6 million 2007 595.1 million

The change in current liabilities is explained by the fol

lowing items

fall in bank loans and overdrafts to zero 2007

1360.2 million after the replacement of the

bridge loan to finance the ISE acquisition with long-

term financing

fall in current provisions to 83.5 million 2007
205.0 million due to lower provisions for share-

based payment arrangements

fall in other current liabilities to 412.1 million

2007 682.4 million after the repayment of corpo

rate bond amounting to 500 million and the issuance

of commercial paper beyond the balance sheet date

Overall Deutsche BOrse Group invested 94.5 million in

intangible assets and property plant and equipment in

the year under review 19 percent more than in the previ

ous year 2007 79.7 million The investments were

spread throughout all segments of Deutsche Bärse Group

Working capital is current assets less current liabilities

excluding technical closing date balance sheet items

Current assets excluding technical closing date items

amounted to 373.9 million As Deutsche Börse Group

collects fees for most of its services immediately after the

end of the month the trade receivables of 210.7 million

included in the current assets as at 31 December 2008

2007 235.5 million were relatively low when com

pared with the sales revenue The current liabilities of the

Group excluding technical closing date items amounted

to 865.3 million The Group therefore had negative

working capital of 491 .4 million at the end of the year

2007 620.O million This decrease in the negative

working capital is mainly due to lower receivables from

CCP transactions offset by the reduction in other current

provisions and other current liabilities
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The balance sheet items current receivables and secu

rities from banking business and liabilities from banking

business are technical closing date items that were

strongly correlated in the year under review and fluctu

ated between approximately billion and 12 billion

equal to 2007 These amounts mainly represent cus

tomer balances within Clearstreams international settle

ment business

The balance sheet item financial instruments of Eurex

Clearing AG relates to the function of Eurex Clearing AG
since the latter acts as the central counterparty for

Deutsche BOrse Groups various markets its financial

instruments are carried in the balance sheet at their fair

value The financial instruments of Eurex Clearing AG

are described in detail in notes 18 and 43 of the notes

to the consolidated financial statements and in the risk

report below On the quarterly balance sheet dates in

2008 the total value of these financial instruments

varied between 60 billion and 122 billion 2007
between 60 and 80 billion

Market participants linked to Eurex Clearing provide col

lateral partly in the form of cash deposits which are sub

ject to daily adjustments The cash deposits are generally

invested on secured basis overnight by Eurex Clearing AG

and reported in the balance sheet under restricted bank

balances The total value of cash deposits at the 2008

quarterly balance sheet dates varied between billion and

11 billion in the year under review and was thus higher

than in the previous year 2007 between billion and

billion as Eur Clearing members had to increase the

amount of collateral to be provided in the wake of the finan

cial crisis

Risk report

Risk management is fundamental component of man

agement and control within Deutsche Bärse Group Effec

tive and efficient risk management is vital to protecting

the Groups interests it enables the Group to achieve its

corporate goals and safeguards its continued existence

The Group has therefore established Group-wide risk

management concept comprising roles processes and

responsibilities applicable to all staff and organizational

entities of Deutsche Börse Group This concept is de

signed to ensure that emerging risks can be identified

and dealt with appropriately at an early stage

Risk management Organization and methodology

The Executive Board is responsible for the management

of all risks Deutsche Bärse Groups risk management

organization is decentralized The market areas are

responsible for identifying risks and reporting them

promptly to Group Risk Management central func

tion unit with Group-wide responsibilities Group Risk

Management assesses all new and existing risks It also

reports on monthly and if necessary on an ad hoc

basis to the Executive Board In addition Group Risk

Management regularly reports to the Finance and Audit

Committee of Deutsche Börse AGs Supervisory Board

The Supervisory Board is informed in writing about the

content of these reports Risk control is performed in the

market areas i.e in the areas where the risks occur

In 2008 Deutsche Börse Group strengthened its risk

management organization for example by recruiting

further employees to the central function unit Group

Risk Management Risk control in the Ciearstream mar

ket areas was expanded by introducing Operational Risk

Representatives who are responsible for identifying and

controlling operational risks in their area

The risk management system of Deutsche Bôrse Group

as stated in the Group isk Management Policy has the

purpose of ensuring that all threats causes of potential

loss and disruptions are properly identified in good time

centrally recorded assessed i.e quantified in financial

terms as far as possible reported to the Executive Board

together with suitable recommendations and controlled

Deutsche Bärse Group has developed its own corporate

risk structure and distinguishes between operational

financial business and project risks

Internal Auditing ensures through independent audits that

the risk control and risk management functions are ade

quate The results of these audits are also fed into the

risk management system
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Group-wide risk management instruments

Deutsche Börse Group devotes considerable attention to

risk mitigation and ensures that appropriate measures

are taken to avoid reduce and transfer or intentionally

accept risk

Deutsche Bärse Group has installed standardized ap
proach for measuring and reporting all operational finan

cial and business risks across its organization the con

cept of value at risk VaR The purpose is to show the

overall risk appetite expressed in comprehensive and

easily understood way and to facilitate the prioritization

of risk management actions

The VaR quantifies existing and potential risks It denotes

at the denoted confidence level the maximum cumulative

loss Deutsche Börse Group could face if certain indepen

dent loss events materialized over specific time horizon

Deutsche Börse Groups management VaR assumes

one-year time horizon and 99 percent confidence level

Based on the example in the following chart this means

that there is 99 percent probability that the cumulative

loss within the next year will be below 2.5 million Con

versely there is consequently percent probability of

loss incurred through one or more incidents within the

next year which in total will be equal to or greater than

the VaR calculated

Exarnple illustrating the risk distribution relating to

confidence ievel of 99 percent

Probability

The calculation of the VaR is three-step process

Determination of the loss distribution for every indi

vidual risk identified This is performed for each individ

ual risk on the basis of historical data such as market

data default claim or outage history or risk scenarios

This distribution may be lognormal distribution often

used for operational risk on account of processing errors

or Bernoulli distribution used e.g for credit risk where

counterparty either defaults or fulfills

Simulation of losses using the Monte Carlo method

Monte Carlo simulation is used to run multiple trials of

all random loss distributions at the same time in order to

achieve stable VaR calculation This produces spread

of possible total losses

Calculation of VaR on the basis of the Monte Carlo

simulation To do this the results of the Monte Carlo

simulation are arranged in descending order by size If

there are e.g 100 simulations and 99 percent confi

dence level is required the second biggest loss corre

sponds to the VaR estimate

In order to determine whether Deutsche BOrse Group

can bear the risk of possible loss the VaR calculated

is compared against the then current EBITA forecasts

As at 31 December 2008 the total VaR of the Group

amounted to less than half of its 2008 EBITA The VaR

is further reduced when the risk mitigation provided by

Deutsche Börse Groups customized insurance program

is also considered

Furthermore the VaR is calculated at confidence level of

99.9 percent to determine the Basel II regulatory capital

requirements for the Clearstream subgroup companies

In addition to the VaR calculations described above the

Group performs stress test calculations for credit risk with

which it continuously reviews the risk-bearing capability

of the Group and its subsidiaries

99% of all losses

are less than

VaR 2.5 million at

confidence level of 99%

of all losses

are 2.5 million

or more

0.5 1.0 1.5 2.0 2.5

loss iti rn
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Risk structuring and assessment

The following sections describe the relevant individual

risks in more detail

Operational risk encompasses all existing and newly

arising risks in the context of the ongoing provision of

services by Deutsche BOrse Group In terms of content

operational risk is defined as the risk of loss resulting

from inadequate or defective systems and internal pro

cesses from human or technical failure from inadequate

or defective external processes from damage to physical

assets as well as from legal risks and risks associated

with business practices For Deutsche BOrse Group the

main operational risks are related to the disruption to the

delivery of its core products In particular these include

the Xetra and Eurex cash and derivatives market trading

systems as well as the CCP CASCADE and Creation

clearing and settlement systems

Operational risks that Deutsche BOrse Group does not

wish to retain and that can be insured at reasonable

price are transferred by taking out insurance policies

All insurance policies are coordinated centrally thereby

ensuring that uniform insurance cover with favorable

risIcost benefit ratio is in place for the entire Group The

policies of the insurance program that are relevant from

risk perspective are individually reviewed and approved

by the Executive Board of Deutsche Bärse Group

Availability risk

Availability risk results from the fact that resources essen

tial to Deutsche Bärse Groups services offering could fail

thereby making it impossible to deliver services on time

or at all This risk constitutes the greatest operational risk

for Deutsche BOrse Group Possible tnggers include hard

ware and software failures operator and security errors

and physical damage to the data centers

For instance it cannot be ruled out that in the unlikely

case of lengthy outage of the Eurex trading system

while the market is in an extremely volatile state market

participants might try to make claims against Deutsche

Börse Group

In particular Deutsche BOrs Group manages availability

risk through intensive activities in the field of business

continuity management 8CM 8CM encompasses all the

processes that ensure business continues as normal even

if crisis occurs and therefore substantially reduces

availability risk It relates to arrangements for all the key

resources systems space staff suppliers/service provid

ers including the redundant design of all critical IT sys

tems and technical infrastructure as well as backup

workspaces located in each of the main operational cen

ters available for employees in critical functions



These BCM arrangements are regularly tested according

to the three following dimensions see also the chart

below

Functional effectiveness Validate that the arrange

ments are technically in working order

Execution ability Ensure that staff are familiar with and

knowledgeable in the execution of the plans and pro

cedures

Recovery time Confirm that the plans and procedures

can be executed within the defined recovery time

hree diiiensions of bUSineSS contirtuity management
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Recovery time

Service availability of Deutsche Börse Groups main prod

ucts was again over 99.9 percent in 2008 and thus com
plied with the high standards specified for their

reliability

No significant losses were incurred in the year under

review

Service deficiency

In contrast to availability risk the occurrence of process

ing errors does not prevent Deutsche Börse Group from

providing services to its customers However errors or

omissions may occur that relate mainly to manual input

Despite all the automated systems and efforts aimed

at delivering straight-through processing STP manual

work is also required As resultr Deutsche Börse Group

remains exposed in certain business segments e.g in

the custody business to the risk of inadequate handling

of customer instructions In addition manual intervention

in market and system management is necessary in spe
cial cases

In the year under review sustained improvements were

again made to reduce the potential risk of processing

errors either through reduction in the amount of man
ual intervention necessary or through better protection

Losses occurring as result of processing errors are more

frequent than losses resulting from the non-availability of

resources No significant losses occurred as result of

processing errors in 2008

Damage to physical assets

This category includes the risks due to accidents and

natural hazards as well as terrorism and sabotage No

significant losses occurred as result of damage to physi

cal assets in 2008

Legal risks and risks associated with business

practices

Legal risks include losses that could arise as result of

non- or inappropriate compliance with new or existing

laws losses from inadequate contract terms or from court

decisions not adequately observed in customary business

practice as well as risks from fraud Risks associated

with business practices include losses resulting from

money laundering violations of competition regulations

or breach of baiking secrecy Deutsche BOrse Group

has established Group Compliance function that has the

purpose of protecting the Group against any prejudice

that may result from failure to comply with applicable

laws regulations and standards of good practice with

particular focus on the following topics

Prevention of money laundering and terrorist financing

Compliance with professional and banking secrecy

Prevention of insider dealing

Prevention of market manipulation

Prevention of fraud

Prevention of conflicts of interest and corruption

Data protection

No material losses occurred as result of legal risks

or risks associated with business practices in the year

under review

crisis
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Deutsche BOrse Group is exposed to financial risks main

ly in the form of credit risk in the companies within the

Clearstream subgroup Eurex Clearing AG and the trea

sury section In addition Group receivables are subject

to credit risk On very small scale there are also market

price risks from cash investments and liquidity risks

Exposure to the above risks is mitigated through the exis

tence of effective control measures

Credit risk

Credit risk consists of the risk that counterparty will

default and not be able to meet its liabilities against

Deutsche Börse Group in full or at all

The companies within the Clearstream subgroup extend

loans to their customers or arrange securities lending

transactions in order to increase the efficiency of securi

ties transaction settlement However these lending oper

ations cannot be compared with those of other credit

institutions Firstly the loans are extended solely on

very short-term basis Secondly they are extended only

for the purpose of increasing the efficiency of securities

transaction settlement and are largely collateralized and

granted to customers with very good credit ratings Fur

thermore credit lines granted can be revoked at any time

The Clearstream subgroup is also exposed to credit risk

arising from its strategic securities lending transactions

ASLplus Only selected banks are approved as counter-

parties All lending transactions are fully collateralized

Only selected bonds are permitted as collateral The mini

mum rating permitted for these issues is AA or Ai for

issuers of short-term bonds without an issue rating

The creditworthiness of potential customers is assessed

before entering into business relationship The com

panies in the Clearstream subgroup establish customer-

specific credit lines on the basis of both regular reviews

of the customers creditworthiness and ad hoc analyses

as required

Eurex Clearing AG clears transactions with its clearing

members only in accordance with its clearing conditions

Its clearing activities cover securities rights derivatives

and emission allowances that are traded on Eurex

Deutschland and Eurex Zurich AG Eurex exchanges

Eurex Bonds GmbH Eurex Repo GmbH the Frankfurt

Stock Exchange the Irish Stock Exchange as well as the

European Energy Exchange and where Eurex Clearing AG

acts as the central counterparty for initiated transactions

In addition Eurex Clearing AG may act as the central

counterparty for OTC transactions in the aforementioned

financial instruments if the respective transactions corre

spond in substance to the transactions in the aforemen

tioned markets and if the clearing members choose to put

such OTC trades into the clearing system

In order to protect Eurex Clearing AG against the risk of

the default of clearing member clearing members are

required under the terms of the clearing conditions in the

version dated December 2008 to provide daily and in

addition intraday collateral in the form of cash or secu

rities margins in an amount stipulated by Eurex Clearing

AG The intraday profit or loss arising as result of the

price movement of underlying financial instruments is

either settled between the counterparties in cash variation

margin or deposited by the seller with Eurex Clearing AG

as collateral due to the change in value of the position

premium margin In the case of bonds repo or equities

transactions the margin is collected either from the buyer

or the seller current liquidating margin depending on

the relationship between the purchase price and the cur

rent market price of the financial instruments In addition

to settling profits and losses these measures are intended

to protect against the rik of the maximum possible cost

of closing out an account on the next business day as

suming the most unfavourable price movement possible

worst-case loss for the positions held in the account

additional margin Margin calculations are performed

separately for clearing members own accounts and the

accounts of their customers

The method of calculating the additional margin is

known as risk-based margining and is essentially VaR

approach First of all the maximum cost of closure is

calculated for each trading participant each position ac

count and each product individually Opposite positions
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with the same risk profile are then offset against each

other provided that they have been highly correlated over

significant period of time The target confidence level

for the additional margin is at least 99 percent

In addition to providing margins each clearing member

must contribute to clearing fund dependent on its indi

vidual risk The fund provides collective protection against

the financial consequences of the default or loss of

clearing member Moreover each clearing member must

prove that it has at least as much liable capital as stipu

lated by Eurex Clearing AG depending on the risk of the

clearing member Regular stress tests ensure that the

amounts of the margins and of the clearing fund are suf

ficient to cover the risk exposure

If clearing member does not fulfill its obligations to

Eurex Clearing AG its outstanding positions and trans

actions can be either be settled in cash or offset and

closed by back-to-back transactions of corresponding

risk Any potential shortfall that might be incurred in

connection with such closure or cash settlement as

well as associated costs would be covered first by the

collateral provided by the relevant clearing member and

subsequently by its contribution to the clearing fund Any

subsequently remaining shortfall would initially be cov

ered by the retained earnings of Eurex Clearing AG and

then by proportionate claim on the contributions

including potential future contributions made by all

other clearing members to the clearing fund Finally any

remaining deficit would be covered by comfort letters

issued by Deutsche BOrse AG and SIX Swiss Exchange AG

With these letters Deutsche Börse AG and SIX Swiss

Exchange AG have undertaken to provide Eurex Clearing

AG with the funds required to cover the deficit exceeding

the aforementioned lines of defense if clearing member

defaults Deutsche Bärse AG and SIX Swiss Exchange AG

bear the obligation from the undertaking in the proportions

of 85 percent and 15 percent respectively and the obliga

tion is limited to maximum amount of 700 million

Additional credit risks are associated with the Treasury

sections cash investments Deutsche Börse Group re

duces this risk by spreading it across number of coun

terparties with exclusively good credit ratings defining

investment limits for each counterparty and making

mostly short-term investments which are collateralized

if possible The Group establishes maximum investment

limits on the basis of regular assessments of creditwor

thiness and ad hoc analyses as required

Market price risk

Market price risks can arise in connection with cash

investments or borrowing as result of fluctuations

in interest rates and foreign exchange rates as well as

through corporate transactions In 2008 these market

price risks were largely hedged using swap transactions

These involve exchanging future payment flows which are

uncertain as result of market price risks for payment

flows whose amount is guaranteed Regular reviews

ensure the effectiveness of these hedges The Group is

exposed to limited share price risks resulting from invest

ment in an index-based exchange-traded fund and also

from contractual trust arrangements insolvency-proof

fund assets related to Deutsche Börse Groups existing

pension plans

Liquidity risk

Deutsche Börse Group is exposed to liquidity risk in that

it may lack sufficient liquidity to meet its daily payment

obligations or incur increased refinancing costs in the

event of liquidity bottlenecks Daily and intraday liquid

ity is monitored by the Treasury section and managed

with the help of limit system Extensive credit lines

are available as described in note 43 in the notes to

the consolidated financial statements to provide cover

in extreme situations In the reporting year Deutsche

BOrse Group had sufficient liquidity to prevent liquidity

bottlenecks

Cd Regulatory requirements

The Clearstream subgroup Clearstream Banking S.A
Clearstream Banking AG as well as Eurex Clearing AG

must meet the equity and liquidity requirements specified

by the national supervisory authorities More information

on this is provided in note 23 in the notes to the consoli

dated financial statements
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The business risk reflects the relative sensitivity of the

Group to the macroeconomic developments and its vul

nerability to event risk arising from external threats It

is expressed in EBITA terms reflecting both potential

decrease in top-line earnings and potential increase in

the structural cost base

Macroeconomic risk

Deutsche Börse Groups financial performance is directly

or indirectly subject to the evolution of number of mac
roeconomic factors e.g interest rates GDP growth index

value index volatility The resulting overall downside

potential is relatively limited thanks to the effective diver

sification of Deutsche BOrse Groups business model

However it cannot be ruled out that financial perform

ance in parts of the Group will develop negatively as

result of the current financial crisis and the associated

expected deterioration of the macroeconomic environment

Revenue and cost risk and risk from regulatory

evolution

Deutsche Börse Groups financial performance could

also be adversely affected by other external threats e.g

changes in the competitive and business environment or

the evolution of the regulatory environment For each of

the three major segments of the Group Xetra Eurex and

Clearstream scenarios are established based on the

most significant risk events and quantitatively assessed

The respective departments of Deutsche Börse Group

closely monitor the developments in order to take early

mitigating actions

One of the key aspects of the Groups core business is

institutional liquidity which generates the particular ad

vantage of low transaction costs for the institutional trad

ing of standardized investment instruments In addition

the price discovery process is transparent for investors

orders are placed in an open order book meaning that

they are visible to all parties and automatically executed

Because of Deutsche Börses crucial unique selling prop

osition from market perspective the business risk of

losing substantial institutional liquidity is comparably low

Deutsche Börse Group guarantees neutrality i.e inde

pendence from individual intermediaries and efficient

transparent price discovery in its trading systems

commonality in the industry is the dependence on

key accounts In the Xetra Eurex and Clearstream seg

ments substantial proportion of sales revenue is gener

ated by few key accounts However the fact that the

key accounts in the trading systems differ from those of

Clearstream the settlement and custody organization

leads to diversification and thus partly offsets the dŁ

pendencies on specific key accounts at Group level

Since the first quarter of 2008 ISE has been fully inte

grated into the risk management framework of Deutsche

Börse Group Compared with Deutsche Börse Group and

its main businesses ISE has very low risk profile This

is due to its primarily transaction-based nature of business

Project risks can arise as result of project implement

ation launch of new products processes or systems

which may have significant impact on one of the

three other risk categories operational financial and

business risk These risks are assessed by Group Risk

Management as described in the above sections and are

addressed in the early stages of major projects None of

the projects planned and implemented in 2008 triggered

change in the overall risk profile of Deutsche Börse

Group Risks connected with the delivery of projects

such as budget risk quality/scope risk or deadline risk

are monitored locally in the subgroups and reported to

the corresponding supervisory body

Effects of the fInancial crisis

Despite the global financial crisis Deutsche Börse

Groups risk situation has not changed significantly

Deutsche Börse AG had to write down fee receivables

from Lehman Brothers International Europe for out

standing transaction charges in the amount of 2.4 mil

lion Apart from this no companies in Deutsche Börse

Group are directly affected by the financial crisis e.g as

result of losses from investments in subprime securities

As consequence of the bankruptcy of Lehman Brothers

Holdings Inc the clearing member Lehman Brothers
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International Europe was placed under administration

on 15 September 2008 in accordance with British law

Eurex Clearing AG successfully settled all positions in

volving Lehman Brothers International Europe in an

orderly and timely manner During this process all risks

were covered by sufficient collateral at all times

As an additional measure Eurex Clearing AG increased

its equity by 60 million to 110 million primarily as

result of the exceptionally high volume of customer cash

margin calls The sufficiently high levels of equity at

Clearstream Banking S.A Luxembourg and Clearstream

Banking AG Frankfurt did not require any such measure

The potential future effects to which the Group or one of

its subsidiaries might be exposed are mitigated by preven

tive measures such as those described below

Counterparties of Deutsche Börse Group might default

on their payments

The Group may only invest cash with prime-rated count

erparties with an excellent credit standing In the second

half of 2008 it was increasingly taking advantage of the

opportunity to deposit financial means at central banks

The Clearstream subgroup has identified customers that

could possibly be affected by the crisis and monitors

them continuously The companies in the Clearstream

subgroup have cancelled unsecured credit lines for such

customers Credit limits were reduced considerably in

connection with ASLplus transactions over the course of

the year As the central counterparty Eurex Clearing AG

is exposed to the credit risk of its clearing participants

High-risk clearing participants are monitored on an

ongoing basis

Securities pledged in favour of Deutsche Bärse

Group could suffer fall in price that surpasses the

safety margins

This could result in loan being partially unsecured

The Groups cash investments are collateralized in large

majority of cases by papers issued by state issuers or

agencies The remaining repo transactions are collateral

ized with German mortgage bonds with volume of over

500 million so called Jumbo-Pfandbriefe In the

Clearstream subgroup structured securities that are esti

mated to be too risky are excluded from use as collateral

in the settlement business and securities lending trans

actions In both areas safety margins for bonds were

increased and the security profile tightened

Eurex Clearing AGs collateralization regulations only

allow selected industry bonds denominated in euros or

Swiss francs in addition to government bonds and issues

from agencies The safety margins of bonds were con

tinuously adjusted to the market situation Securities from

issuers who were estimated to be too risky were excluded

from collateral

The liquidity of Deutsche Börse Group or its subsid

iaries could decline if certain forms of financing are not

available or only available to limited extent

In contrast to conventional commercial banks the Clear-

stream subgroup and Eurex Clearing AG have no signifi

cant need for financing in the normal course of business

instead they have to invest their customers cash depos

its Daily and intraday liquidity is monitored continually

by the Treasury and Credit sections Deutsche Börse

Group has secured its need for financing in the medium

and long term via capital market transactions and has

only limited need for money market financing

The liquidity of Deutsche Börse Group and its subsid

iaries was sufficient at all times throughout the year

under review

Regulatory environment

The Clearstream subgroup companies and Eurex Clearing

AG fulfill the Basel II regulator.y equity requirements

Having received regulatory approval from the Luxemburg

regulating authority CSSF Commission de Surveillance

du Secteur Financier the Clearstream subgroup com

panies have been using the Advanced Measurement

Approach AMA since January 2008 to calculate their

capital requirements with regard to operational risks Eurex

Clearing AG uses the Basic Indicator Approach to calcu

late its capital requirements in relation to operational risks

Currently the regulatory environment is characterized to

great extent by the reform of legal framework conditions

for the banking business in general and equity require

ments liquidity risk management and measures to create

more efficient and more effective supervision in particular

This is among other things consequence of the global

financial market crisis but also in part component of

routine examination of current regulations that had been

previously set in motion
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Since the beginning of 2008 the EU has been working

on an amendment to the bank and capital adequacy

directive revised in 2006 at the implementation of the

Basel II Accord It focuses on aspects including the treat

ment of securitization transactions in equity mobilization

supervisory cooperation among banks active across na

tional borders large-loan regulations as well as specifi

cation of liquidity risk management The first two aspects

have no or no significant impact on the Group while the

proposed changes to large-loan regulations could have

considerable impact on business The Group is inten

sively involved in the legislative process and was able to

put forward into the current draft law recommendations

for treatment that appropriately considers its business

model and securities processing in Europe in general

In addition to the EUs current draft law the Basel Com
mittee has announced for 2009 the selective examination

and adjustment of the Basel Il Accord and has already

published initial consultation papers At present these

focus on the treatment of securitizations of market price

risks as well as certain trading book risks incremental

risk in the context of equity capital requirements The

EU will implement the results of the Basel II Committees

final resolutions together with their own optimized regula

tion of the financial markets and the banking sector This

process is also being intensively followed by the Group

Unreasonable impact on the Group or its subsidiaries will

be countered through active participation in the consulta

tions as well as through presentations to policy makers on

the potential negative consequences for the market as

whole and for the respective company in particular

Finally as consequence of banks collapsing in the wake

of the global financial market crisis deposit insurance is

now being modified Compensation payments to investors

affected are planned to be increased The effect of these

changes as well as the impact of current and potential

future compensation cases on the relevant subsidiaries

cannot be estimated at this time

Summary

In 2008 Deutsche Börse Group identified all new risks

that arose at an early stage and took appropriate meas
ures to counter these risks As result of these measures

the risk profile of Deutsche Bärse Group and its subsidiar

ies did not change significantly

Outlook

Despite the ongoing financial crisis the Executive Board

considers the risks for the Group to be limited and man
ageable There is no reason to expect the Groups risk

situation to change significantly

Further enhancements to the risk management organiza

tion and systems are scheduled for 2009 For example

the Company plans to further develop the Group-wide

stress tests in the area of credit risk

Report on post-balance sheet date events

Thomas Eichelmanns Executive Board mandate and

service contract are to end by mutual agreement upon

conclusion of 30 April 2009

Report on expected developments

The report on expected developments describes the ex

pected development of
peutsche BOrse Group in 2009

and 2010 It contains statements and information on

events in the future based on the Companys expectations

and assumptions at the time of publication of this report

on expected developments These expectations and as

sumptions are in turn subject to known and unknown

risks and uncertainties Numerous factors influence the

success the business strategy and the financial results

of the Group Many of these factors are outside the Com

panys control Should one of the risks or uncertainties

materialize or one of the assumptions made turn out to

be incorrect the actual development of the Group could

deviate in either positive or negative way from the

expectations and assumptions contained in the forward

looking statements and information in this report on

expected developments
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Development of operating environment

After several years of continuous growth the global econ

omy is currently in state of great uncertainty as result

of the global financial crisis In the fourth quarter of 2008

the economic environment deteriorated yet further after

the collapse or near-collapse of US and European finan

cial institutions Extensive measures on the part of central

banks and governments throughout the world to support

troubled companies at the end of 2008 were followed by

further steps in the first weeks of 2009 to stabilize both

the economy in general and specific banks and compa
nies and to restore confidence in the financial markets

At the time the consolidated financial statements were

prepared discussions were being held in several coun

tries regarding the establishment of institutions to take

over and manage distressed banks bad banks The

reason for this is an attempt to improve the financial

institutions risk situation which continues to be difficult

and in so doing to stabilize the financial system

In view of the last months dramatic events Deutsche

Börse Group cannot predict just how far-reaching the

global economic downturn will be and how long it will

last In their first forecasts for 2009 leading economic

research institutes are predicting negative economic

growth of around 2.0 percent in the euro zone and 2.5

percent in Germany If the predicted contraction in the

economy is worse than anticipated Deutsche Börse

Group believes that the financial markets may continue

to be dominated by uncertainty and caution and the

prices for certain securities remain low If additional fi

nancial institutions should collapse in the near future

Deutsche Börse Group is of the opinion that this could

have considerable effect on the stability of the global

financial system and lead to further deterioration in eco

nomic growth The events of the preceding weeks and

months have shown that if this should occur the expecta

tions and assumptions referred to in this report should be

reviewed carefully

Despite the change in the operating environment Deutsche

BOrse Group has no plans in the forecast period for any

material changes to its integrated business model with an

emphasis on trading clearing processing and custody of

securities and derivatives Based on its successful busi

ness model which covers the entire process chain for

securities transactions and the most prominent invest

ment classes Deutsche Börse will continue to observe

trends in the financial markets worldwide and leverage

them for the development of its products and services

The Companys key strategic goal is to provide all cus

tomers with outstanding services With its scalable elec

tronic trading platforms Deutsche Börse believes it is

very well positioned to compete with other providers of

trading and settlement services

Development of results of operations

Based on the assumptions regarding the development of

the operating environment and on flexible planning and

control systems Deutsche Börse considers itself well pre

pared to react to changing market environment

After achieving savings of over 50 million in the year

under review under the restructuring and efficiency

program announced in September 2007 the Company

plans to make additional cost savings of 25 million

each year in 2009 and 2010 and annual savings of

100 million thereafter

Already in February 2009 the cost guidance for the

current year was reduced to maximum of last years

2008 level without factoring in any changes in

volume-related costs and while retaining key growth

initiatives

In June 2008 around half of the employees located in

Frankfurt-Haugen moved to neighbouring Eschborn

This will reduce the tax rate for 2009 still further and

thus improve after-tax earnings The Company expects

group tax rate of around 27 percent for 2009 The

plan is for the main part of the remaining staff in

Frankfurt-Hausen to move to Eschborn in mid-2010

The Company therefore expects group tax rate of be

tween 25 and 27 percent from 2010 The concrete tax

rate for 2010 will in particular depend on the exact

time of the move
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Sales revenue in the Xetra cash market segment will con
tinue to depend on equity market trends equity market

volatility and structural and cyclical changes relating to

trading activity

Structural changes in the equity market stem primarily

from the increasing use of fully computerized trading

strategies known as algorithmic trading The Company

continues to expect high proportion of algorithmic trad

ing in Xetra trading volumes

Volatility was at very high level over longer period

from the third quarter of 2008 Continued high volatility

could provide the Xetra segment with additional momen

tum for growth as trading is particularly brisk during

such market phases However the continued uncertainty

and caution of market participants in the first two months

of 2009 have overshadowed the positive effects of vola

tility which is still high and as result the overall num
ber of traded transactions has fallen sharply compared to

last year In addition the lower index levels resulted in

strong decline in volumes traded in euro

Despite the intact structural drivers which in principle

influence business development in positive way the

Company does not expect noticeable recovery on the

cash market until stability and confidence have returned

to the global financial markets

The Company is not only developing its own cash mar

kets but is also closely monitoring events as they occur in

the competitive environment of the European cash mar

kets It considers itself well positioned to retain its status

as market leader in the trade of German blue-chip shares

and to offer its customers across the globe an attractive

range of products and services for cash trading and equi

ties clearing

Volume trends last year revealed that the general devel

opment of the financial markets has less significant

impact on the Eurex derivatives segment than it does

on the cash market The Company therefore continues to

expect structural growth factors to have strong influence

on all product segments The structural growth drivers are

as follows

Traditional investment funds are increasingly includ

ing derivatives in their portfolio strategies as result

of the European legal and administrative framework

UCITS Ill

Due to the high significance of risk management more

and more OTC transactions are shifted to Eurex Clear

ing for settlement so that the counterparty risk can be

eliminated through centralized clearing

Banks and investors are increasingly applying fully

automated trading strategies comparable to algorith

mic trading on Xetra

In addition the US equity options exchange ISE which

belongs to Eurex offers potential for growth through the

cross-selling of existing products and the joint develop

ment of new products Deutsche Börse and ISE are cur

rently developing new global electronic trading system

which is scheduled to start operations at the beginning

of 2011

In the context of the ISE acquisition intangible assets

net of related deferredtax liabilities in the amount of

1623.1 million including goodwill in the amount of

862.2 million were included in the consolidated bal

ance sheet for 2007 In the event of clearly negative

business development at ISE and an impairment test

held in that connection need to write down the intan

gible assets and/or goodwill either fully or partially could

arise Despite the positive competitive position and

growth perspectives of ISE there is higher risk of this

being necessary in the forecast period due to great uncer

tainty as to further developments on the financial markets
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The Clearstream segment will continue to generate the

majority of its sales revenue through the settlement and

custody of international bonds Deutsche Börse predicts

that the volume of bonds issued internationally will con

tinue to grow faster than that of fixed-income securities

issued nationally

The Company also expects the number of new issues to

increase compared with last year which would have

positive effect on Clearstreams business In the wake of

the financial crisis number of governments including

those of the United States and many European countries

put together financial rescue packages and will now issue

bonds to finance the increase in government debt

With regard to its customer structure the Company con

tinues to expect consolidation in the financial sector to

persist and customers in Clearstreams domestic and

international business to merge These larger customers

would receive larger rebates which could lead to de
cline in average fees As Deutsche Börse faces especially

intense competition in the areas of settlement and cus

tody of international bonds loss of market share and

consequent reduction in Clearstreams sales revenue

could occur For the forecast period however the Com

pany does not expect any loss of market share

As part of the Clearstream segments upgraded product

and service offering the Companys plan for the forecast

period is not only to implement the pan-European Link Up

Markets initiative but also to extend its collateral man
agement liquidity and risk management services while

taking advantage of the synergies offered by Deutsche Börse

Group such as the clearing house operated by Eurex

Deutsche Börse also expects net interest income from

banking business to be significantly lower in the current

financial year than in theyear under review The Com

pany does not expect sustained increase in income until

short-term interest rates rise in the relevant markets This

assumption is based on the expectation that the relevant

short-term interest rates in the main currencies the euro

and US dollar will generally be at historic low in 2009
In an effort to counter negative interest rate trends part

of the expected customer cash balances were hedged at

higher interest rates than those valid at the time the con

solidated financial statements were prepared

Sales revenue in the Market Data Analytics segment is

largely dependent on the demand for market data in the

financial sector If this demand should fall off as result

of the financial crisis there will be delayed effect on

the segments sales revenue Momentum for growth may
however result throughout the segment from the intended

extension of the product portfolio

Deutsche Börse continues to anticipate sustained price

pressure in some of its business areas such as Xetras

electronic trading activities and the clearing business

during the forecast period The Companys objective is

to mitigate this price pressure by continually improving

its products and services and offering selective incentives

for price-elastic business Despite reducing costs Xetra

and Eurex for example increased their system capacity

significantly in the year under review In addition both

segments offered price incentives for algorithmic trading

and special clearing products in the cash market as well

as for over-the-counter transactions in the derivatives

market When volumes are low particularly in the cash

market the phased pricing model may cause short-term

increase in the average sales revenue per chargeable unit

In spite of this it is to be expected that average sales

revenue per chargeable unit will decline slightly over

the long term in some areas
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Large parts of the existing regulatory framework are sub

ject to political review as result of the current financial

market crisis at national European and at global

level It is to be expected that the regulatory reform of

the financial markets will include alterations in the years

to come that will also affect Deutsche Börse Group The

result cannot be predicted with any certainty at this time

On the whole however Deutsche BOrse with its regu

lated markets and its central counterparty could be

strengthened in its endeavour to ensure market trans

parency and integrity

At the end of last year voluntary industry commitment

to establish central counterparty CCP for credit default

swap CDS clearing came to nothing At the time the con

solidated financial statements were prepared the Euro

pean Commission therefore sought to regulate the market

for credit default swaps via legislation to extend the capi

tal requirement rules for banks Deutsche Bärse considers

the clearing of credit default swaps through central Euro

pean clearing house required by the regulatory activities

as means of extending its service portfolio and at the

same time of stabilizing the market for credit derivatives

previously traded over the counter The aim of central

clearing service is to improve risk management and the

capital efficiency of the parties involved and to minimize

the existing counterparty risk The targeted range of clear

ing services can only then positively affect Deutsche

Borses business when the relevant market participants

actively use these services At the time of the preparation

of these consolidated financial statements there have not

yet been any clear commitments from key market partici

pants on the use of clearing services for business transac

Deutsche BOrse does not expect TARGET2 Securities the

European Central Banks securities settlement platform

planned for the year 2013 to have an adverse effect on

the result of operations in the forecast period

Development of the Groups financial position

The Company expects operating cash flow to remain

positive As result of the consolidation of ISE Deutsche

Börse now plans to invest slightly more than 100 mil

lion per year in intangible assets and property plant and

equipment in the forecast period as part of its cash flow

from investing activities 2008 94.5 million These

investments will serve primarily to develop new and en
hance existing products and services in the Xetra Eurex

and Clearstream segments This increase compared with

previous years is mainly the result of the development of

the Global Trading System together with ISE In the long

term annual investment activities are planned to fall

below the 100 million mark

Under the capital management program Deutsche Börse

will react flexibly to changing market environment in

the forecast period Deutsche Börse Group continues to

pursue the objective to maintain an interest cover ratio

ratio of EBITDA to interest expenses on financing activi

ties of at least 16 at Group level Both the planned divi

dend distribution ratio of 40 to 60 percent of consolidated

net income for the year and any share buy-backs are sub

ject to capital requirements investment needs and gen

eral liquidity considerations

tions previously executed off-exchange
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Consolidated Income Statement

for the period January to 31 December 2008

Note 2008 2007

rrl

Sales revenue 2455.1 2185.2

Net interest income from banking business 236.8 230.8

Own expenses capitalIzed 28.0 25.1

Other operating income 66.7 223.4

2786.6 2664.5

Fee and commission expenses from banking business 177.8 161.6

Staff costs 421.4 -566.2

Depreciation amortization and impairment losses other than goodwill 13 14 15 137.1 126.0

Other operating expenses 547.7 469.7

Result from equity Investments io 5.8 4.9

Earnings before Interest tax and goodwill impairment EBITA 1508.4 1345.9

Goodwill impairment 13

Earnings before interest and tax CEBIT 1508.4 1345.9

Financial income
11 237.6 126.3

Financial expense 11 277.1 17.4

Earnings before tax EBT 1468.9 1354.8

Income tax expense 12 418.6 439.9

Net profft for the year 1050.3 914.9

Minority Interests 17.0 3.2

Net incomeu 1033.3 911.7

Earnings per share basic 41 5.42 4.70

EarnIngs per share diluted 41 5.41 4.70

Prefit sttiibutible to shareholders the parent osmpany
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Consolidated Balance Sheet

as at 31 December 2008

Assets

Note 2008 2007

Cm Cm
NONCURRENT ASSETS

Intangible assets
13

Software
101.1 127.3

Goodwill
1977.0 1937.12

Payments on account and construction in
progress 17.5 8.8

Other intangible assets
1350.9 1326.8

3446.5 3400.0

Property plant and equIpment 14

Fixtures and fittings 29.9 21.5

Computer hardware operating and office equipment 75.0 76.4

Payments on account and construction in progress 4.0 0.4

108.9 98.3

Financial assets 15

Investments in associates
156.6 35.9

Other equity investments
52.8 66.8

Receivables and securities from
banking business 756.3 514.9

Other financial instruments
6.8 12.5

Other loans
0.1

972.5 630.2

Other noncurrent assets 16 13.5 18.3

Deferred tax receivables 12 3.5 17.2

Total noncurrent assets
4544.9 4164.0

CURRENT ASSETS

Receivables and other current assets

Financial instruments of Eurex Clearing AG 18 121684.3 60424.0

Current receivables and securities from banking business 19 8428.0 9619.7

Trade receivables 20 210.7 235.5

Associate receivables
5.7 44

Receivables from other Investors
1.0 1.4

Income tax receIvables
96.0 106.52

Other current assets
21 60.5 301.9

130486.2 70693.4

Restricted bank balances 22 10364.7 4221.7

Other cash and bank balances 482.8 547.6

Total current asets 141333.7 75462.7

Total assets
145878.6 79626.7

Thereof 18.3 million 2007 17.4 million with
remaining maturity ci more than one year fom corporation tax credits in accordance with section 375 KStG

Kitrpenchaftsteu.rgisetz the German Co.poratlon Tax Act

Adjustmnts due to the retrospectioe reduction ci the tax rate applied In the course of the acquisition ci ISE sue also note
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Equity iid Iatnhfis

Note 2008 2007

EQUITY
23

Subscribed capital
195.0 200.0

Share premium
1247.0 1242.0

Treasury shares
596.4 589.8

Revaluation surplus
29.3 32.1

Accumulated profit

1779.4 1493.0

Shareholders equity
2654.3 2377.3

Minority interests
324.0 312.9

Total equity
2978.3 2690.2

NONCURRENT LIABILITIES

Provisions for pensions and other employee benefits 25 18.8 20.6

Other noncurrent provisions
26 27 72.9 18.4

Deferred tax liabIlities

12 600.6 5955
Interest-bearing liabilities

28 1512.9 1.2

Other noncurrent liabilItIes

8.5 5.2

Total noncurrent liabilities

2213.7 740.5

CURRENT LIABILITIES

Tax provisions 26 29 239.3 273.3

thereof Income tax due 230.9 million 2O07 266.7 million

Other current provisions
26 30 83.5 205.0

FinancIal instruments of Eurex Clearing AG 18 121684.3 60424.0

Liabilities from banking business
31 7916.3 9125.9

Other bank loans and overdrafts
40 1360.2

Trade payables
112.3 97.7

Payables to associates
8.7 6.1

Payables to other investors
9.4 5.2

Cash deposits by market participants 32 10220.7 4016.2

Other current liabilIties

33 412.1 682.4

Total current lIabilities

140686.6 76196.0

Total lIabilities

142900.3 76936.5

Total equity and liabIlIties

145878.6 79626.7

Thereof 278.0 million 2007 95.1 million liabilities to associates

Adjustments due to the edrospectiee reduction of the tax rate applied In the onuise of the acquisition of SE see also note
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Consolidated Cash Flow Statement

for the period January to 31 December 2008

Note 2008 2007

Net profit for the year 1050.3 914.9

Depreciation amortization and impairment losses
13 14 15 137.1 126.0

Decrease/increase in noncurrent provisions 37 47.5 16.0

Deferred tax income 12 29.5 15.1

Other non-cash expense/income 37 33 117.7

changes in working capital net of non-cash items

Decrease/increase in receivables and other assets 37 265.3 266.5

Oecrease/increase in current lIabilities 37 100.3 192.3

lncrease/decrease in noncurrent liabilities

0.3 1.1

Net gain on disposal of noncurrent assets 0.1 9.2

Cash flows from operating activitIes 37 1278.9 839.6

Payments to acquire Intangible assets and property plant and equipment 94.5 79.7

Payments to acquire noncurrent financial instruments
344.0 124.8

Payments to acquire investments in associates 122.3 0.3

Payments to acquire subsidiaries net of cash acquired
1826.6

Effects of the disposal of shares in subsidiaries net of cash disposed 24.6 358.9

Proceeds from the disposal of shares In associates
16.8

Net increase In current receivables securities and liabilities from banking business

with an original term greater than three months 391.2 149.0

Proceeds from disposals of available-for-sale noncurrent financial instruments
19.9 50.9

Proceeds from disposals of other noncurrent assets
0.3 17.4

Cah flows from Investing activIties 38 939.6 1753.2

Purchase of treasury shares 380.5 395.0

Proceeds from sale of treasury shares
7.0 15.6

Net cash received from minority shareholders
271.3

Repayment of long-term financing 500.0

Proceeds from long-term financing 1481.6

Repayment of short-term financing 1941.7

Proceeds from short-term fInancing 794.4 1365.4

Finance lease payments 0.8 0.5

Dividends paid 403.0 329.8

Cash flows from financIng activIties 39 943.0 927.0

Net change in cash and cash equIvalents 603.7 13.4
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Note 2008 2007

Net change In cash and cash equivalents brought forward 603.7 13.4

Effect of exchange rate dlfferences1
1.7

Cash and cash equivalents as at beginning of periodn 1040.2 1026.8

Cash and cash equivalents as at end of periodn 40 448.2 1040.2

Operating cash flow per share basic
6.71 4.33

Operating cash flow per share diluted
6.70 4.33

Interest income and other similar income 218.4 128.4

Dividends received3
11.7 9.7

Interestpaid 263.5 117.3

Income tax paid 474.4 524.0

Primarily includes the exchange differences arising on translation of the SE subgroup

Excluding cash deposits by market participants

Dividends received from investments In associates and other equity investments
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Consolidated Statement of Changes in Equity

for the period January to 31 December 2008

Note 2008 2007

Subscribed capital

Balance as at January 200.0 102.0

Retirement of treasury shares
5.0 2.0

Capital Increase from retained earnings 100.0

Balance as at 31 December
195.0 200.0

Share premium

Balance as at January
1242.0 1340.0

Retirement of treasury shares
5.0 2.0

Capital increase from retained earnings
100.0

Balance as at 31 December
1247.0 1242.0

Treasury shares

Baiance as at January 589.8 443.1

Purchase of treasury shares 380.5 395.0

Retirement of treasury shares 363.6 227.5

Sales within the Group Share Plan
10.3 20.8

Balance as at 31 December 596.4 589.8

Revaluation surplus 23

Balance as at January
32.1 12.9

Remeasurement of other financial instruments
17.4 8.8

Remeasurement of cash flow hedges
6.1 5.6

Increase in share-based payments 11.0 4.6

Deferred taxes on remeasurement of financial instruments 12 2.5 0.2

Balance as at 31 December
29.3 32.1

Accumulated profIt 23

Balance as at January
1493.0 1251.6

Dividends paid 24 403.0 329.8

Netincome
1033.3 911.7

Exchange rate differences and other adjustments 40.5 126.4

Retirement of treasury shares 363.6 227.5

Deferred taxes 12 20.8 13.4

Balance as at 31 December
1779.4 1493.0

Shareholders equity as at 31 December
2654.3 2377.3
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Note 2008 2007

Shareholders equity brought forward 2654.3 2377.3

Minority interests

Balance as at January 312.9 19.9

Changes due to capital increases 20.6 296.4

Changes due to share in net gain of subsidiaries for the period 17.0 3.2

Exchange rate differences
14.7 6.6

Balance as at 31 December 324.0 312.9

Total equity as at 31 December
2978.3 2690.2

Statement of recognized income and expense for the neriod January to 31 December 2008

Note 2008 2007

Exchange rate differences 23 56.4 44.8

Remeasurement of cash flow hedges 6.1 81.3

Remeasurement of other financial instruments
17.4 8.8

Deferred taxes 23 23.3 13.6

Other comprehensive income/expense 21.8 103.7

Net profit for the year reported in consolidated income statement 1050.3 914.9

Total comprehensive income 1072.1 811.2

thereof shareholders of parent company 1040.4 814.6

thereof minority interests 31.7 3.4



Note 2008 2007

Shareholders equity brought forward
2654.3 2377.3

Minority interests

Balance as at January
312.9 19.9

Changes due to capital increases
20.6 296.4

Changes due to share in net gain of subsidiaries for the period 17.0 3.2

Exchange rate differences
14.7 6.6

Balance as at 31 December
324.0 312.9

Total equity as at 31 December
2978.3 2690.2
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Note 2008 2007

rn

Exchange rate differences
23 56.4 44.8

Remeasurement of cash flow hedges
6.1 81.3

Remeasurement of other financial Instruments
17.4 8.8

Deferred taxes
23 23.3 13.6

Other comprehensive lncome/expense
21.8 103.7

Net profit for the year reported In consolidated income statement
1050.3 914.9

Total comprehensive Income
1072.1 811.2

thereof shareholders of parent company 1040.4 814.6

thereof minority interests
31.7 3.4



Notes to the

Consolidated Financial Statements

Basis of Preparation

General principles

Deutsche Bärse AG the Company is incorporated as German public limited company
Aktiengesellschaft and is domiciled in Germany The Companys registered office is

Neue BörsenstraBe 60487 Frankfurt/Main

In accordance with section 315a of the Handelsgesetzbuch HGB the German commer
cial Code Consolidated Financial Statements in Accordance with International Account
ing Standards the consolidated financial statements for the year ended 31 December
2008 have been prepared in compliance with the International Financial

Reporting Stan
dards IFRSs and the related interpretations issued by the International Accounting Stan
dards Board IASB as adopted by the European Union in accordance with Regulation No
1606/2002 of the European Parliament and of the Council on the application of Inter

national Accounting Standards as well as with full IFRSs

In accordance with the requirements of the HGB the annual financial report of the Group

comprises the consolidated financial statements the Group management report and the

responsibility statement of the Executive Board The disclosures required in accordance
with HGB section 315a have been made in the notes to the consolidated financial

statements and the remuneration report see corporate governance chapter pages 66 to

72 which forms part of the Group management report The consolidated financial state
ments are also based on the interpretations issued by the

Rechnungslegungs Interpreta

tions Committee Accounting Interpretations Committee of the Deutsches Rechnungs
legungs Standards Committee e.V Accounting Standards Committee of Germany to the

extent that these do not contradict the standards and interpretations issued by the Inter

national Financial Reporting Interpretations Committee IFRIC or the IASB

Effects of new accountIng standards

The interpretation of IFRIC 13 was applied prior to its effective date see next page In

addition the following standards and interpretations were applied for the first time in

financial year 2008

rIs1tirIe applicailori accouwng siardios

Standard/Interpretation Issued by IASB Effective date EndorsementH

IFRS Amendments lAS 39 and IFRS

lAS 39 Reclassification of Financial Instruments 13 Oct 2008
lJuIy 2008 16 Oct 2008

IFRIC 14 lAS 19 The Limit on Defined Benefit

Asset Minimum Funding Requirements and

their Interaction
July 2008 Jan 2008 17 Dec 2008

1FRSs edopted by the European Commission sndcqssnssnt process date 0q publication



The amendments include the option to reclassify non-derivative financial instruments that

were acquired principally for the purpose of sale or repurchase in the near term i.e are

held for trading out of the financial assets at fair value through profit or loss category
and out of the available-for-sale financial assets category This applies in particular to

financial instruments that would have originally met the definition of loans and receivables

if they had not been held for trading or designated as available for sale This option has
been available since July 2008 Deutsche Börse Group has not exercised this option in

either its interim financial statements as at 30 September 2008 or annual financial state
ments

In essence IFRIC 14 addresses the interaction between minimum funding requirement
at the balance sheet date and the requirements of lAS 19.58 The interpretation provides

general guidance on how to determine the limit in lAS 19 on the amount of surplus that

can be recognized as an asset It also states how plan assets or liabilities may be affected

when there is statutory or contractual minimum funding requirement

The interpretation was applied in 2007 prior to its effective date

Early application of accounting standards

Following the issue of IFRSs and their adoption by the EU the Company opted to apply the

following interpretation prior to its effective date

2IOfl of OCCOUO tf S3Jr
Standard/Interpretation Issued by IASB Effective date Endorsementa

IFRIC 13 Customer Loyalty Programmes 28 June 2007
July 2008 17 Dec 2008

Application to the tnt period of financial year beginning on after this date Earlier application is recommended

IFRSs adopted by the European Commission endorsement process dat of publication

IFRIC 13 addresses accounting for customer bonus programs The sales revenue attribut

able to benefits loyalty award credits granted to customers is deferred as liability until

the customer redeems the award credits or the right to redeem them expires The award

credits are measured at absolute or relative fair value

The early adoption of IFRIC 13 had no impact on Deutsche BOrse Groups consolidated

financial statemenis
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New accounting standards

The following standards and interpretations which Deutsche BOrse Group did not adopt in

2008 prior to the effective date have been published by the IASB and partially adopted by

the European Commission

New accounting standards and their effects

Issued Effective
Expected

Standardflntepq.tatjon
by IASB date Endorsement2 effects

Diverse Annual Improvement Project 22 May 2008 Jan 20O9 24 Jan 2009 no material

effect

IFRS Amendments to IFRS Share-based Payment 17 Jan 2008 Jan 2009 17 Dec 2008 no material

Vesting Conditions and Cancellations
effect

IFRS Amendments to IFRS BusIness CombInations 10 Jan 2008 July 2009 EFRAG
opinion issued no material

endorsement expected effect

for 02/2009

IFRS Amendments to IFRS Improving Disclosures about Mar 2009 Jan 2009 EFRAG statement additional

Financial Instruments
expected for

notes

June/July 2009
disclosure

IFRS OperatIng Segments 30 Nov 2006 Jan 2009 22 Nov 2007 additIonal

notes

disclosure

lAS Amendments to lAS PresentatIon of Financial Statements Sep 2007 Jan 2009 18 Dec 2008 no material

Revised Presentation
effect

lAS 23 Amendments to lAS 23 Borrowing Costs 29 Maic 2007 Jan 2009 17 Dec 2008 capitalIzation

of borrowing

costs

lAS 27 Amendments to lAS 27 ConsolIdated and Separate FInancial 10 Jan 2008
July 2009 EFRAG opinion issued no material

Statements
endorsement expected effect

for 02/2009

lAS 32 Amendments to lAS 32 and lAS Puttable Financial Instruments 14 Feb 2008 Jan 2009 22 Jan 2009 no material

lAS and Obligations ArisIng on Liquidation
effect

lAS 39 Amendments to lAS 39 FinancIal Instruments
RecognitIon and 31 July 2008 July 2009 EFRAG opInion issued none

Measurement Eligible Hedged Items endorsement
expected

for 02/2009

lAS 39 Amendments to lAS 39 and IFRS Reclasslfcatlon of Financial 27 Nov 2008 July 2008 EFRAG opInion Issued none
IFRS Assets Effective Date and Transition endorsement expected

for 02/2009

IFRIC Amendment IFRIC and lAS 39 Embedded DerIvatives 12 Mar 2009 30 June 2009 EFRAG statement no material

lAS 39
expected for effect

June/July 2009

IFRIC 12 ServIce Concession Arrangements 30 Nov 2006 Jan 2008 EFRAG opinion issued none

endorsement expected

for Q1/2009

IFRIC 15 Agreements for the Construction of Real Estate
July 2008 Jan 2009 EFRAG opinion issued none

endorsement expected

for 02/2009

IFRIC 16 Hedges of Net Investment In Foreign Operation July 2008 Oct 2008 EFRAG opinIon Issued none

endorsement
expected

for 02/2009

IFRIC 17 DistrIbutIons of Non-cash Assets to Owners 27 Nov 2008 July 2009 EFRAG statement none

expected for 02/2009

IFRIC 18 Transfers of Assets from Customers 29 Jan 2009 July 2009 EFRAG statement none

expected for 02/2009

ApplicatIon to the IbsI psdod of financial year beginning on or after this dM Eadler application Is mcommsndsd

IFRSa adopted by the European Commlailon .ndomsn.nt prooNs date of publication The Technical Eieit Group ci the European Financial Reporting Advisory Group EFRAG
advIses fli Accourding Regulatory Commiess tCis pst of the anri....m..4 proc. byth European Commission The ARC decides on th endarisment of Individual Itandaids and

Is campoesd of representatives from the member states under the chebmariehip of the European Conimlulcn

The amendments to IFRS 5am sltedilv for ported beglnehig on or after July 2009
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This collection of amendments to IFRSs is the outcome of the IASBs first annual improve
ments process project The amendments relate to 20 standards and give rise to accounting

changes for presentation recognition or measurement purposes as well as terminology or

editorial changes with minimal effect on accounting

The amendments supplement IFRS such that the rules on early cancellation apply re

gardless of whether the entity or another party cancels the share-based payment plan The

amendments also clarified that vesting conditions are exclusively service and performance

conditions

The IASB published the revised lAS 27 and IFRS on 10 January 2008 These are the

result of the second phase of the IASBs project on business combinations

The amendments to lAS 27 relate primarily to accounting for non-controlling interests

currently referred to as minority interests and to the loss of control of subsidiaries

When measuring non-controlling interests the amended IFRS grants acquirers an option

to measure the interest either at fair value full goodwill method or as the non-controlling

interests proportionate share of the acquirees net identifiable assets The standard also

requires the attribution of total comprehensive Income to the owners of the parent and to

the non-controlling interests even if this results in the non-controlling interests having

deficit balance Other significant changes relate to step acquisitions If an entity gains

control for the first time by acquiring additional interests It must remeasure existing inter

ests in
profit or loss if an entitys ownership Interest in subsidiary changes without the

entity losing control of the subsidiary the entity must recognize such changes directly in

equity

Sif
The amendments will improve the disclosure requirements about fair value measurements

and reinforce existing principles for disclosures about the liquidity risk associated with

financial instruments The amendments form part of the IASBs focused response to the

financial crisis They introduce three-level hierarchy for fair value measurement disclo

sures and require entities to provide additional disclosures about the relative
reliability of

fair value measurements

.tfl

IFRS will replace lAS 14 Segment Reporting and converges segment reporting under

IFRSs with Statement of Financial Accounting Standards SFAS 131 Disclosures about

Segments of an Enterprise and Related lnformatlon US GAAP effective January 2009
Under IFRS the management approach must be used to report on the segments eco

nomic situation This approach provides that operating segments are only reportable if they

represent components of an entity for which separate financial Information is available that

is reviewed regularly by the entitys chief operating decision maker to decide on resources

to be allocated to this segment and assess its performance This financIal Information

should normally be provided on the basis of Internal reports
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The IASB published the revised lAS on September 2007 The amendments to lAS

are the result of Phase of the IASBs financial statement presentation project The new

standard will achieve an extensive level of convergence between lAS and Financial Ac

counting Standards Board FASB Statement No 130 Reporting Comprehensive Income

US GAAP The significant changes will have an effect on both the presentation of com

prehensive income and the presentation of certain disclosures in the consolidated financial

statements especially in relation to the presentation of changes in equity arising from

transactions with owners in their capacity as owners

The amendments require that borrowing costs directly attributable to the acquisition con

struction or production of qualifying asset are capitalized as part of the cost of the asset

The option of recognizing these borrowing costs immediately as an expense has been

eliminated

The amendments relate to entities that have issued financial instruments that are either

puttable or impose an obligation on the entity to pay pro rate share of net assets in the

event of liquidation Such instruments were previously presented as debt instruments

however reflecting the amendments to lAS 32 they are now presented as equity instru

ments if they meet the established criteria

.r OT

The amendment clarifies how to apply hedge accounting when designating inflation risk as

hedged item as well as when designating one-sided risk in hedged item

.IL
The amendments include the clarification of the effective date of the changes regarding the

reclassification of financial Instruments published on 13 October 2008 relatIng to lAS 39

Financial Instruments Recognition and Measurement and IFRS Financial Instruments

Disclosures according to which reclassifications made on or after November 2008 take

effect from the date when the reclassification was made and may not be applied retrospec

tively Reclassifications made prior to November 2008 could be applied retrospectively

back to July 2008 or later date

The reclassification amendment to lAS 39 and IFRS issued in October 2008 allows

entities to reclassify particular financial Instruments out of the at fair value through profit

or loss category in specific circumstances The amendments to IFRIC and lAS 39 clarify
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that on reclassification of financial asset out of the fair value through profit or loss

category all embedded derivatives have to be assessed and if necessary accounted for

separately in the financial statements

Service concession arrangements are arrangements whereby government or another

public sector institution grants contracts for the supply of public services such as roads

airports prisons energy distribution water supply and distribution facilities to private

operators IFRIC 12 provides guidance on the application of existing IFRSs by the operator

to these arrangements

In

This interpretation applies to accounting for real estate sales where an agreement for the

construction of real estate is entered into with the buyer before construction is complete or

at the start of construction IFRIC 15 defines criteria for determining whether the agree

ment is within the scope of lAS 11 ConstructIon Contracts or lAS 18 Revenue

so R.o
IFRIC 16 provides guidance on the reporting of hedges of net investment in foreign

operation that arise in connection with lAS 21 The Effects of Changes in Foreign Ex

change Rates and lAS 39 Financial Instruments Recognition and Measurement

01

IFRIC 17 provides guidance on the accounting treatment if an entity distributes non-cash

assets as dividends to owners

IFRIC 18 provides guidance on accounting for agreements in which an entity receives from

customer an Item of property plant and equipment and cash that the entity must then

use either to connect the customer to network or to provide the customer with ongoing

access to supply of goods or services

Deutsche Börse Group does not expect the application of the new IFRSs the revised

IASWIFRS5 and the new interpretations to have any material impact on its consolidated

financial statements

Basis of Consolidation

Deutsche Bôrse AGs equity interests in subsidiaries associates and joint ventures as at

31 December 20Q8 included In the consolidated financial statements are presented in

the following tables Unless otherwise stated the financial information is presented in

accordance with the generally accepted accounting principles in the companies coun

tries of domicile
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Fully consolidated subsidiaries as at 31 December 2008

Avox Ltd

Ciearstream international S.A

clearstream Banking S.A

Clearstream Banking AG

Clearstream Services S.A

Ciearstream Operations Prague s.r.o

Deutsche BOrse Finance S.A

Deutsche Bbrse ii Holding GmbH IL

Deutsche BOise Systems AG

Deutsche BOise Systems Inc

Deutsche BOise Dlenstlelstungs AG

Deutsche Geselischaft für Wertpaplersbwicklung mbH

Eurex ZUrich AG

Eurex Frankfurt AG

Eurex Bonds GmbH

Eurex Clearing AG

Eurex Repo GmbH

UK

Luxembourg

Luxembourg

Germany

Luxembourg

Czech Repubiic

Luxembourg

Germany

Germany

USA

Germany

Germany

Switzerland

Germany

Germany

Germany

Germany

Germany

USA

USA

USA

USA

USA

Eurex Services GmbH

U.S Exchange Holdings Inc

International Securities Exchange HOldings inc

ETC Acquisition Corp

international Securities Exchange LLC

ISE Ventures LLC

USA

Germany

Luxembourg

Spain

Portugai

Germany

Luxembourg

Luxembourg

Germany

Switzerland

Germany

Czech Republic

76.82

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

50.002

50.002

39.722

5O.OOa

50.002

50.002

50.002

S0.00

50.0021

50.002

50.002

50.002

100.00

100.00

50.00

50.00

50.00

100.00

50.01

50.01

50.01

100.00

100.00

Subsidiaries

Equity interest

as it 31 Dec 2008

Company Domicile direct Indirect

Longitude LLC

Finnovation Financial Services GmbH

Finnovation S.A

infoboisa S.A

Difubolsa Serviços de Difuslo
lnformacao de Boise S.A

infoboisa Deutschland GmbH

Risk Transfer Re S.A

Scoacti Holding S.A

Scoach Europa AG

Scoach Schweiz AG

Xiaunth GmbH

Deutsche BOise Services s.r.o

Bre prcdlt transferor lass IcqpIIon

Bensftdal intsrut in pale or iass 85 pscsnt

BensIlcial interest in piolS or io 67.52 percent
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currency Ordinary shar capital Equity Total assets Sales revenue 2008 Net profit/lou 2008 InitIally consolidated

thousands thousands thousands thousands thousands

-171 1862 3660 136 2005

25000 970891 1021125 63301 294483 2002

57808 344036 9069435 602902 260520 2002

25000 240718 1382163 286624 90381 2002

30000 49345 74515 186223 6490 2002

CZK 200 3268 43668 20940 3068 30 Apr 2008

125 627 645 406 2003

-7 2002

2000 2415 200171 313467 111974 1993

US$ 400 3032 3345 11713 609 2000

50 49 49 21 June 2007

25 43 55 -11 2006

CHF 10000 161799 231948 206 1998

6000 1953836 2004128 71281 1998

3600 3852 4456 3508 516 2001

5113 111478 10469665 1351 1998

100 550 3606 5530 2370 2001

25 1182469 1182849 66880 Nov 2007

US$ 1000 961488 2662339 29334 2003

US$ 2608678 3478932 96298 19 Dec 2007

USS 841 841 888 887 19 Dec 2007

US$ 167094 242709 341956 121529 19 Dec 2007

USS 1824 1824 15132 19 Dec 2007

US$ 1445 91 2528 l9Dec.2007

25 24 24 14 Mar 2007

13400 10443 12270 2957 26 Mar 2008

331 12477 14427 9244 1.200 2002

50 57 150 346 20 2002

100 1090 1137 625 509 2003

1225 5035 7324 1443 2004

100 14215 14243 2396 Jan 2007

140 10287 24144 30810 608 Jan 2007

citr 100 21390 25390 39855 14195 Jan 2007

25 738 750 12 2006

CZK 200 47913 107300 220776 32675 2006
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Changes to consolidated subsidiaries

Germany Foreign Total

As atijanuary 2008 14 21 35

Additions

DIsposals

As it 31 December 2008 14 21 35

During the course of the year Deutsche Brse AG established Finnovation S.A Luxem

bourg as subsidiary In 2008 Clearstream International S.A founded Clearstream

Operations Prague s.r.o subsidiary domiciled in Prague Czech Republic Clearstream

Services UK Ltd London United Kingdom was deconsolidated in the year under review

after its liquidation was completed

ISE Stock Exchange LLC was merged into Direct Edge Holdings LLC at the end of 2008

giving Deutsche BOrse Group an indirect shareholding in that company of 15.77 percent

which is accounted for as an associate

The ISE subgroup was included in the consolidated financial statements for the first time

as at 31 December 2007 since the effects on the net assets financial position and

results of operations of Deutsche BOrse Group between the effective date of acquisition

19 December 2007 and the end of the year were considered to be immaterial The

ISE subgroups income statement was consolidated for the first time in the 2008

reporting period
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Since the acquisition of the ISE subgroup first took effect shortly before the 2007 balance

sheet date only its preliminary tax rate could be ascertained in 2007 The following table

shows the subsequent final calculation of goodwill

Goodwiil forn acquisition of ISE

Preliminary

Final goodwill goodwill

calculation calculation

31 Dec 2007 31 Dec 2007

Purchase prlc 2042.2 2042.2

Cash acquired 239.7 239.7

Transaction costs 18.6 18.6

Totalacqulsitloncost 1821.1 1821.1

Exchange license 299.1 299.1

Member relationships 951.5 951.5

Market data customer relationships 54.4 54.4

SE trade name 20.4 20.4

Options stock and Longitude technology 19.7 19.7

Other assets and liabilities -198.0 -209.1

Deferred taxes 584.2 615.1

Goodwill 862.2 882.0

Pwthaas plcs in the amount of US$2811.1 million traonlptad at pstial hedged amh.ngs rM of 1.3765

The reduction in goodwill from 882.0 million to 862.2 million is the result of the retro

spective reduction of ISEs tax rate from 45.3 percent to 43.0 percent and the associated

decrease in both deferred tax liabilities on the assets identified during the acquisition and

income tax receivables

Deutsche BOrse AGs direct equity interest in Eurex ZUrich AG Increased to 50.0 percent in

2008 As consequence of the amendment of the Swiss Stock Corporation Act the shares

in Eurex ZUrich AG held by the Executive Board members of Deutsche Börse AG and the

members of the Board of Directors of Eurex Zurich AG were retransferred to Deutsche

Börse AG On the basis of the profit participation rights granted to Deutsche BOrse AG
its actual beneficial interest in Eurex ZUrich AGs profit or loss was 85 percent as in the

previous year Acquisition accounting is based on this figure

With effect from 26 January 2009 Deutsche Börse AG acquired Market News Inter

national Inc MNI New York USA for purchase price of US$10.6 million MNI will

be included in the consolidated financial statements for the first time as wholly owned

subsidiary from 31 January 2009 Purchase price allocation was not completed at the

date of initial consolidation
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Associates accounted for using the equity method as at 31 December 2008 in accordance

with lAS 28

Associ ales

Equity

Interest as at

31 Dec 2008 OrdInary Sales Net

direct share revenue profit/loss Associate

company Domicile Segment Indiruct capital Assets LlabIlltles 2008 2008
thous thous thous thous thous

BrainTrade Geseliscitaft

it Bbrsensyteme mbH Germany Xetra 28.57 1400 5.125 3206 24788 461 Jan 2007

BSP Regional Enerm

Exchange LLC Slovenla Eurex 24.50 1500 957 128 36 670 Apr 2008

Deutsche BSise

Commodities GmbH Germany Xetra 16.20 1000 384725 384156 455 275 27 Nov 2007

Direct Edge Holdings U.C USA Eurex 15.77 169622 197368 27746 392340 19053 29 Dec 2008

European Enere

Exchange AG Germany Eurex 17.37 40050 534256 452658 43154 21727 1999

FDS
Finanz-Daten-Systeme Market Data

Wrwsltungs GmbH Germany AnalytIcs 50.00 26 41 1998

FDS Flnanz-Daten-Systeme Market Data

GmbHCo.KG Germany Analytics 50.00 19451 2415 12 57 1998

Link-Up Capital

Markets S.L
Spain Clearstream 18.18 7812 348 239 Apr 2008

STOXX Ltd Market Data

Switzerland AnalytIcs 33.33 1000 77369 19959 90820 49893 1997

The
Clearing

Corporation Inc USA Eurex 6.31 71283 123746 79612 762 2790 2004

The Options Clearing

Corporation USA Eurex 10.00 600 4730365 4694848 117377 864 19 Dec 2007

U.S Futures Exchange LLC USA Eurex 13.84 8622 6772 15394 1335 25506 2006

For aasociltas allocated to Eurer segment the tigures reported relIed 50 percent ol the Eures sulogreups equIty interest

The berelicist Interest it petit or Ices amounts bBS percent ci the Ewes subgroups equity lntsr

Pelimlna.y figures

Indited beneficial intausut 14.28 percent

USS thousands

Subgroup Ilgures

CHF thousands

Fl5urssaest3l December2007

EquIty ilsures

During the course of the reporting period Clearstream Banking AG acquired an 18.18 per

cent Interest In the company Link-Up Capital Markets S.L Madrid Spain This entity was

classified as an associate and accounted for using the equity method because Clearstream

Services S.A provides the IT Infrastructure for Link-Up Capital Markets S.L Under lAS 28

this constItutessIgnificant influence over the organization

In addition Eurex Frankfurt AG and the energy exchange Borzen organizator trga elek

tritho energijo d.o.o established BSP Regional Energy Exchange LLC Ljubljana Slovenia

in which Eurex Frankfurt AG holds 49.0 percent interest The joint venture agreement

does not envisage joint control Thus the company is classified as an associate under

lAS 28 and accounted for using the equIty method
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In 2008 the direct interest held by Eurex Zurich AG in European Energy Exchange AG was

increased for the payment of purchase price of 30.5 million from 23.22 percent to

total of 34.73 percent The intest is still accounted for using the equity method Since

the investment is held via Eurex ZUrich AG the indirect interest amounts to 17.37 percent

The Eurex subgroups US activities on 31 December 2008 included an unchanged

12.62 percent interest In The Clearing Corporation Inc CCorp held by U.S Exchange

Holdings Inc and an unchanged 27.71 percent interest in U.S Futures Exchange LLC

USFE Because the appointment of membersof the board of directors gives rise to the

ability to significantly influence its operating and financial policies CCorp is included

in the consolidated financial statements using the equity method in accordance with

lAS 28.7 Both of these investments are held via Eurex ZUrich AG thereby reducing

the indirect Interest in these companies accordingly

The Clearing Corporation Inc was merged with ICE U.S Trust Holding Company LP with

effect from March 2009 Since then U.S Exchange Holdings Inc has an interest of

6.3 percent in ICE U.S Trust Holding Company IP

International Securities Exchange Holdings Inc ISE acquired 31.54 percent interest

in Direct Edge Holdings LLC in the fourth quarter of 2008 The purchase price of

US$125.2 million included both cash component and the contribution of shares of

ISE Stock Exchange LLC which had previously been fully consolidated subsidiary

The interest In Direct Edge Holdings LLC is accounted for using the equity method

The 47.96 percent interest of ISE Ventures LLC in CDEX Inc which had previously

been recognized as an associate was sold in the reporting year Since the investment

had been held via International Securities Exchange Holdings Inc the indirect interest

was 23.98 percent The gain from the termination of the joint venture was reported

under other operating income

Accounting policies

The consolidated financial statements have been prepared in euros Unless stated other

wise all amounts are shown in millions of euros The annual financial statements

of subsidiaries included in the consolidated financial statements have been prepared on

the basis of common Group-wide accounting principles based on IFRSs that are described

in detail in this note For reasons of materiality the single-entity financial statements of

associates were not adjusted to comply with uniform Group accounting policies

RecognItion of revenue and expenses

Trading clearing and settlement fees are recognized immediately at the trade date and

billed on monthly basis Custodian fees as well as fees from the sale of information

services and system operation services are generally recognized ratably and billed on

monthly basis Fees charged to trading participants in connection with International

Securities Exchange LLCs expenses for supervision by the U.S Securities and Exchange

Commission SEC are recognized at the settlement date
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International Securities Exchange LLC earns market data revenue from the sale of trade

and quote information on options through the Options Price Reporting Authority the regu

latory authority responsible for distributing market data revenues among the US options

exchanges from the sale of such Information on equity transactions through another

authority the Consolidated Tape Authority and from the Nasdaq UTP Plan that fulfills the

same function for all transactions in Nasdaq-listed securities that are tradable on other

exchanges Pursuant to regulation by the SEC US exchanges are required to be members

of and report trade and quote information to these organizations International Securities

Exchange LIC earns portion of each associations income based on its share of eligible

trades for option securities and eligible trades and quotes for equity securities

As rule sales allowances are deducted from sales revenue They are recognized as an

expense to the extent that they exceed the associated sales revenue

Risk Transfer Re S.A.s premium income and acquisition costs from reinsurance contracts

are recognized over the life of the contracts The activities of this company are immaterial

in the context of the consolidated financial statements of Deutsche Börse Group

Interest income and expenses are recognized using the effective interest method over the

financial instruments term to maturity Interest income is recognized when it is probable

that the economic benefits associated with the transaction will flow to the entity and the

income can be measured reliably Interest expenses are recognized as an expense in the

period in which they are Incurred Interest income and expenses from banking business

are netted in the consolidated income statement and disclosed separately in note Divi

dends are recognized If the right to receive payment is based on legally assertable claims

Government grants

government grant is not recognized until there is reasonable assurance that the entity

will comply with the conditions attaching to it and that the grant will be received Govern

ment grants related to assets are presented as deferred income in the consolidated balance

sheet and are recognized as Income over the life of the depreciable asset Grants related to

income are deducted in reporting the expense which they are intended to compensate over

the periods In which the latter occur If the payment date for government grants falls after

the expenses to be compensated have been incurred and it is probable that the conditions

for receiving the grants will be met they are recognized ih
profit or loss when the corre

sponding expenses are incurred
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Intangible assets

Research costs are expensed in the period in which they are incurred Development costs

are capitalized at cost provided that they satisfy the recognition criteria set out in lAS 38
These development costs include direct libour costs costs of purchased services external

consultants and workplace costs including proportionate overheads that can be directly

attributed to the preparation of the respective asset for use such as costs for the software

development environment Borrowing costs are not Included in production costs Capital

ized development costs are generally amortized over the expected useful life of five years

starting on the date of first use Intangible assets are derecognized on disposal or when no

further economic benefits are expected to flow from the assets

The amortization period for intangible assets with finite useful lives is reviewed at least at

the end of each financial year If the expected useful life of an asset differs from previous

estimates the amortization period is changed accordingly

Purchased software is carried at cost and reduced by systematic amortization and where

necessary impairment losses Amortization is charged using the straight-line method over

the expected useful life or at most until the right of use in question has expired

useful life of software

Assets Amortization method Amortization period

Standard software
straIght-line to 10 years

Purchased custom software
straIght-line to years

Internally developed custom software
straight-line years

Goodwill is recognized at cost and tested at least once year for impairment

The cost of the other intangible assets acquired In the course of the acquisition of the ISE

subgroup corresponds to the fair value as at the acquisition date Assets with finite use

ful life are amortized Amortization Is recognized using the straight-line method over the

expected useful life

Useful life of other intangible assets arising out 01 the acquisition of SE

Assets
Amortization method Amortization period

Exchange license n.e n.e

Member relationships straight-line 30 years

Market data customer relationships straight-line 30 years

ISE trade name
straight-line 10

years
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As the exchange license does not have finite term and ISE expects to retain the license

as part of its overall business strategy the useful life of this asset is estimated as indefinite

review is performed in each reporting period to determine whether the events and

circumstances still justify estimating the useful life of the license as indefinite

The exchange license and the trade name do not generate cash inflows that are largely

independent from those of ISEs other assets Therefore they are allocated to SE as

cash-generating unit

Property plant and equipment

Property plant and equipment is carried at cost and reduced by depreciation for wear and

tear The cost of an item of property plant and equipment comprises all costs directly

attributable to the production process as well as an appropriate proportion of production

overheads Financing costs are not recognized

lJselul life of property plant arid equipment

Depreciation method Depreciation period

Computer hardware
straight-line to years

Office equipment straight-line to 25
years

improvements to leasehold and own property straight-line based on lease term or

10
years

for own property

Investments in moveable items of property plant and equipment made during month are

depreciated from the first day of this month

Purchased low-value assets are written off in accordance with the applicable tax provi

sions Repair and maintenance costs are expensed as incurred If it is probable that the

future economic benefits associated with an item of property plant and equipment will

flow to the Group and the cost of the respective asset can be reliably determined expen
diture subsequent to acquisition Is added to the carrying amount of the asset as incurred

The carrying amounts of the parts of the asset that have been replaced are derecognized

Provided that the criteria for classification as finance lease have been satisfied leased

property plant and equipment is recognized in accordance with lAS 17 and depreciated

and corresponding finance lease liability Is recognized Gains from sale and leaseback

transactions are immediately recognized in income under other operating income as

at the date of the transaction If such transactions were at fair value and the lease agree

ments entered Into in the course of the transaction resulted in operating leases
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Financial assets and Investment property

Financial assets and investment property are initially measured at fair value in the case

of financial asset that is not measured at fair value through profit or loss this includes

transaction costs Subsequent to initial recognition the measurement depends on the type

of instrument as described below

Investments in associates consist of investments in joint ventures and other associates

Joint ventures and other associates are generally accounted for using the equity method

in accordance with lAS 31.38 or lAS 28.13 Joint ventures and other associates that are

insignificant for the presentation of true and fair view in the consolidated financial state

ments are not accounted for using the equity method but are carried at cost

For disclosures on other equity investments and current receivables and securities from

banking business see the Financial instruments section

Other noncurrent financial instruments are classified as available-for-sale financial assets

and carried at their fair values in accordance with lAS 39 based on market prices Dis

counted cash flow methods are applied where current market price is not available

Discount rates used are based on market interest rates for financial instruments having

substantially the same terms and characteristics

In accordance with lAS 40 Deutsche BOrse Group has chosen the cost model to measure

its investment property As at 31 December 2006 the investment property item related to

two buildings leased to third parties except for minor part of one building These build

ings were sold during financial year 2007 The gain on the disposal was reported under

other operating income

Impairment testIng

In accordance with lAS 36 noncurrent assets are tested for impairment At each balance

sheet date the Group assesses whether there is any indication that an asset may be

impaired In this case the carrying amount is compared with the recoverable amount

the higher of value in use and fair value less costs to sell to determine the amount of

any potential impairment The value in use is estimated on the basis of the discounted

estimated future cash flows from continuing use of the asset and from Its ultimate disposal

before taxes For this purpose discount rates are estimated based on the prevailing pre-tax

weighted average cost of capital adjusted for the specific risks for the asset

Irrespective of any indications of Impairment intangible assets with indefinite useful lives

and intangible assets not yet available for use must be tested for impairment annually If

the estimated recoverable amount is lower than the carrying amount an impairment loss

is recognized and the net book value of the asset Is reduced to its estimated recoverable

amount
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Goodwill is allocated to identifiable groups of assets cash-generating units or groups

of cash-generating units that create synergies from the respective acquisition This corre

spends to the lowest level at which Deutsche Börse Group monitors goodwill An impair

ment loss is recognized if the carrying amount of the cash-generating unit to which good
will is allocated including the carrying amount of this goodwill is higher than the recover

able amount of this groups of assets The impairment loss is first allocated to the goodwill

then to the other assets in proportion to their carrying amounts

review is conducted at every balance sheet date to see whether there is any indication

that an impairment loss recognized on noncurrent assets excluding goodwill in the

previous period no longer applies If this is the case the carrying amount of the asset

is increased up to the recoverable amount and the difference is recognized in profit or

loss Reversals for goodwill are not permitted

Financial Instruments

flaCI3

Financial assets and liabilities are recognized when Group company becomes party to

the contractual provisions of the Instrument

With the exception of receivables and liabilities from banking business and the financial

instruments of Eurex Clearing AG all financial assets and liabilities are recognized at the

trade date For details on the receivables and liabilities from banking business and the

financial instrurhents of Eurex Clearing AG see below

iiciil

Financial assets are derecognized when the contractual rights to the cash flows expire or

when substantially all the risks and rewards of ownership of the financial assets are trans

ferred Financial liabilities are derecognized when the obligations specified in the contracts

are discharged cancelled or have expired

Clearstreani Banking S.A acts as principal in securitiesborrowing and lending transactions

in the context of the ASLplus securities lending system Legally it operates between the

lender and the borrower without being an economic contracting partner transitory items

In these transactions the securities borrowed and lent match each other Consequently

these transactions are not recognized in the consolidated balance sheet

Cit6 tha cIa illtl
Financial assets and liabilities are offset and only the net amount is presented in the

consolidated balance sheet when Group company currently has legally enforceable

right to set off the recognized amounts and intends either to settle on net basis or to

realize the asset and settle the liability simultaneously
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Financial assets that are not measured at fair value through profit or loss are tested at each

balance sheet date to establish whether there is any indication of impairment

The amount of an impairment loss for financial asset measured at amortized cost is the

difference between the carrying amount and the present value of the estimated future cash

flows discounted at the original effective interest rate subsequent reversal is recognized

at maximum at the carrying amount that would have resulted if no impairment loss had

been recognized

The amount of an impairment loss for financial asset measured at cost is the difference

between the carrying amount and the present value of the estimated future cash flows

discounted at current market Interest rate Subsequent reversal is not permitted

In the case of available-for-sale financial assets the impairment loss is calculated as the

difference between cost and fair value Any reduction in fair value already recognized in

equity is reclassified to profit or loss subsequent reversal may only be recognized for

debt instruments if the reason for the original impairment loss no longer applies

Other equity Investments

Other equity investments are equity interests of less than 20 percent that are designed to

establish permanent relationship with the company concerned and where no significant

influence based on the criteria set out in lAS 28.7 exists In accordance with lAS 39.46

such financial assets are measured at their fair values based on observable current market

prices Unrealized gains and losses are recognized directly in equity in the revaluation

surplus Where current market price is unavailable and alternative valuation methods

are inappropriate such investments are carried at cost subject to an impairment review

Other investments for which no active market exists are measured on the basis of current

comparable market transactions Realized gains and losses are recognized under financial

income or financial expense

Receivables securities and liabIlities from banking business

The financial Instruments contained in the receivables and securities from banking busi

ness as well as in the liabilities from banking business are accounted for in accordance

with lAS 39 which states that the entire portfolio of financial assets and liabilities must

be classified into four categories and measured In accordance with this classification
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Financial assets at fair value through profit and loss are recognized at the trade date

This category includes currency swaps and forward foreign exchange transactions not

classified as hedging instruments under lAS 39 Fair value of these derivatives is calcu

lated based on observable current market rates Realized and unrealized gains and losses

are immediately recognized in the consolidated income statement as other operating income

and other operating expenses As in the previous year Deutsche BOrse Group did not exer

cise the option to designate financial assets or liabilities as at fair value through profit or loss

on initial recognition in the reporting period

Loans and receivables are recognized at the settlement date This category includes loans

created by providing funds to debtor It also includes reverse repurchase agreements i.e

securities purchase agreements under which essentially identical securities will be resold

at certain date in the future at an agreed price Such agreements are treated as secured

fixed-term deposits The amounts paid are reported as loans to other banks and customers

Loans and receivables are carried at amortized cost less any write-downs for impairment

Premiums and discounts are included in the amortized cost of the instrument concerned

and are amortized using the effective interest method they are contained in net interest

income from banking business

Available-for-sale financial assets comprise current and noncurrent financial assets

Current available-for-sale financial assets financial assets other than at fair value through

profit and loss or loans and receivables are recognized at the settlement date Sub

sequently they are measured based on their fair values calculated based on observable

current quotations Interest income is recognized in the consolidated income statement

in net interest income from banking business based on the effective interest rate method

Other realized gains and losses are recognized in the consolidated income statement in

other operating Income and other operating expenses Fair value adjustments are recog

nized directly in equity in the revaluation surplus
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Noncurrent available-for-sale financial assets include bonds and other fixed-income securi

ties They correspond to the investment of the entitys capital are hence held for the long

term and are classified as noncurrent assets irrespective of their remaining maturity They

are recognized at the settlement date Subsequently they are measured based on their

fair values based on observable current quotations Interest income is recognized in the

consolidated income statement as net Interest income from banking business based on

the effective interest rate method When such bonds are hedged instruments under fair

value hedges hedge accounting is applied for fair value adjustments corresponding to the

hedged item see Fair value hedges below Other fair value adjustments are recognized

directly in equity in the revaluation surplus

Deutsche Bôrse Group did not use the held-to-maturity investments category in financial

years 2008 and 2007

Financial liabilities not measured at faIr value through profit and loss

Financial liabilities not held for trading are carried at amortized cost These liabilities

comprise issued bonds and private placements The borrowing costs associated with the

placement of financial liabilities are included in the carrying amount if they are directly

attributable Discounts reduce the carrying amount of liabilities and are amortized over

the term of the liabilities

Financial liabilities measured at fair value through profIt and loss

According to lAS 32.18 financial instrument that gives the holder the right to put it

back to the issuer for cash or another financial asset puttable instrument is financial

liability Because of the put option that is held in favour of the minority shareholders the

minority interests In Avox Ltd are classified as such and carried at fair value They are

reported under other noncurrent-liabilities

Derivatives and hedges

Derivatives are used to hedge Interest rate risk or foreign exchange risk associated with the

activities of Deutsche BOrse Group

All derivatives are carried at their fair values The fair value of interest rate swaps is deter

mined on the basis of current observable market interest rates The fair value of forward

foreign exchange transactions is determined on the basis of forward foreign exchange rates

at the balance sheet date for the remaining period to maturity

Hedge accounting is applied for derivatives that are part of hedging relationship deter

mined to be highly effective under lAS 39 and for which the conditions of lAS 39.88 are

met as follows
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The portion of the gain or loss on the hedging instrument determined to be highly effective

is recognized directly in equity This gain or loss eventually adjusts the value of the hedged

cash flow i.e the gain or loss from the hedging instrument is recognized in profit or loss

as soon as the hedged Item is recognized in the balance sheet or in profit or loss The

ineffective portion of the gain or loss is recognized Immediately in the consolidated income

statement

The gain or loss on the hedging Instrument together with the gain or loss on the hedged

item underlying attributable to the hedged risk is recognized immediately in the consoli

dated income statement Any gain or loss on the hedged item adjusts Its carrying amount

cpeIio
The effective portion of the gain or loss from hedging transaction that is designated as

highly effective hedge is recognized directly in equity It is recognized in profit or loss

when the foreign operation is sold The ineffective portion of the gain or loss is recognized

immediately In the consolidated income statement

Gains or losses on derivative instruments that are not part of highly effective hedging

relationship are recognized immediately in the consolidated income statement

FinancIal Instruments of Eurex Clearing AG central counterparty

Eurex Clearing AG acts as the central counterparty and guarantees the settlement of all

transactions involving futures and options on the Eurex exchanges Eurex Deutschland

and Eurex ZUrich AG As the central counterparty it also guarantees the settlement of

all transactions for Eurex Bonds bond trading platform and Eurex Repo repo trading

platform certain exchange transactions in equities on Frankfurter Wertpapierborse

FWB the Frankfurt Stock Exchange and certain cash market transactions on the Irish

Stock Exchange In addition Eurex Clearing AG guarantees the settlement of all OTC

over-the-counter i.e off-exchange transactions entered in the trading system of the

Eurex exchanges Eurex Bonds Eurex Repo the Frankfurt Stock Exchange and the Irish

Stock Exchange These transactions are only executed between Eurex Clearing AG and

clearing member

In accordance with lAS 39.38 purchases and sales of equities via the central counterparty

are recognized and simultaneously derecognized at the settlement date
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For products that are marked to market futures and options on futures Eurex Clearing AG

recognizes gains and losses on open positions of clearing members on each exchange day

By means of the variation margin profits and losses on open positions resulting from

market price fluctuations are settled on daily basis The difference between this and

other margin types is that the variation margin does not comprise collateral but is daily

offsetting of profits and losses in cash In accordance with lAS 39.17 and lAS 39.39

futures are therefore not reported in the consolidated balance sheet For options on futures

future-style options the option premium is not required to be paid in full until the end of

the term or upon exercise Option premiums an carried in the consolidated balance sheet

as receivables and liabilities at their fair value on the trade date

Traditional options for which the buyer must pay the option premium in full upon

purchase are carried In the consolidated balance sheet at fair value Fixed-income bond

forwards are recognized as derivatives and carried at fair value until the settlement date

Receivables and liabilities from repo transactions are classified as held for trading and

carried at fair value Receivables and liabilities from variation margins and cash collateral

that is determined on the reporting date and only paid on the following day are carried at

their nominal amount

The fair values recognized in the consolidated balance sheet are based on daily settle

ment prices These are calculated and published by Eurex Clearing AG in accordance

with the rules set out in the contract specifications see also the Clearing Conditions of

Eurex Clearing AG

Cash or securitIes collateral of Eurex Cleating AG

As Eurex Clearing AG guarantees the settlement of all traded contracts it has established

multi-level collateral system The central pillar of the collateral system is the determination

of the overall risk per clearing member margin to be covered by cash or securities collat

eral Losses calculated on the basis of current prices and potential future price risks are

covered up to the date of the next collateral payment

In addition to these daily collateral payments each clearing member must make contribu

tions to the clearing fund for further details see the risk report in the Group management

report Cash collateral is reported In the consolidated balance sheet under cash deposits

by market participants and the corresponding amounts under restricted bank balances

In accordance with lAS 39.20 In conjunction with lAS 39.37 securities collateral is

not derecognized by the clearing member providing the collateral As the transfer of

securities does not meet the conditions for derecognition the securities are not recog

nized as assets in accordance with lAS 39 AG 34

Treasury shares

The treasury shares held by Deutsche Bôrse AG at the reporting date are deducted directly

from shareholders equity In accordance with lAS 32.33 gains or losses on treasury shares

are taken directly to equity The transaction costs directly attributable to the acquisition of

treasury shares are accounted for as deduction from shareholders equity net of any

related income tax benefit
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Recognition of measurement adjustments

Net profit for the year includes changes in the measurement of financial assets and liabili

ties at fair value through profit and loss that are presented under current receivables and

securities from banking business as well as liabilities from banking business adjust

ments in the measurement of derivatives presented under other noncurrent and current

assets and liabilities that are not part of hedging relationship the ineffective portion of

cash flow hedges adjustments In the measurement of fair value hedges and adjustments

in the measurement of investments in associates that are not recognized in equity

Changes in the measurement of other noncurrent financial instruments other noncurrent

loans and available-for-sale financial assets held within receivables and securities from

banking business are taken directly to shareholders equity until realized or until an

impairment loss Is recognized at which time the cumulative gain or loss previously taken

to equity is included in the profit for the year

Other current assets

Receivables other assets and cash and cash equivalents are carried at their nominal

amount Adequate valuation allowances take account of identifiable risks

Restricted bank balances include cash deposits by market participants which are invested

overnight mainly in the form of reverse repurchase agreements with banks Such agree

ments are treated as secured fixed-tern deposits Cash funds attributable to the Clear-

stream subgroup arIsing from minimum reserve requirements at central banks are also

included in this item

Provisions for Pensions and other employee benefIts

Provisions for pension obligations are measured using the projected unit credit method on

the basis of actuarial reports in accordance with lAS 19 The obligations are measured at

the balance sheet date each year using actuarial methods that conservatively estimate the

relevant parameters The pension benefits expected on the basis of projected salary

growth are spread over the remaining length of service ot the employees The Calculations

are based on generally accepted industry mortality tables In Germany the 2005
mortality tables generation tables developed by Prof Dr Klaus Heubeck were used

in accordance with lAS 19.92 Deutsche BOrse Group recognizes portion of its actuarial

gains and losses as income or expense if the net cumulative unrecognized actuarial gains

or losses of each company and plan at the end of the previous reporting period have

exceeded the greater of 10 percent of the present value of the defined benefit obligation

before deduction of plan assets and 10 percent of the fair value of plan assets The portion

of actuarial gains and losses recognized is the excess determined above divided by the

expected average remaining working lives of the employees participating in the retirement

benefit plans
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Retirement provision for Group employees is ensured by variety of retirement benefit

plans the use of which varies from country to country

deferred compensation plan was introduced for employees of Deutsche Börse Group in

Germany as at July 1999 Since its introduction new commitments have been entered

into on the basis of this deferred compensation plan the existing pension plans were closed

for new staff as at 30 June 1999 Employees with pension commitments under the old

retirement benefit arrangements were given an option to participate in the deferred

compensation plan by converting their existing pension rights Individual commitment

plans exist for members of the executive boards of Group companies

new scheme for the retirement provisions for senior executives in Germany was agreed

and implemented as at January 2004 The new benefits are based on performance and

no longer exclusively on the principle of providing benefits The old pension system based

on pensionable income was replaced by capital component system This system builds

on annual income received composed of both the fixed annual salary and the variable

remuneration paid Individual professional performance Is thus directly reflected in the

future pension payments Every year Group companies contribute an amount that corre

sponds to certain percentage of the pensionable income This amount is multiplied by

capitalization factor depending on age resulting in the annual capital component The

benefit assets equal the total of the acquired capital components of the individual years

and are converted into lifelong pension once the benefits fall due Since July 2006
this benefit has been no longer available to new senior executives

The employees of the Clearstream subgroup in Luxembourg participate in separate defined

benefit pension plans

Deutsche BOrse Group uses external funds to cover some of Its pension obligations The

amount of the annual net pension expense is reduced by the expected return on the plan

assets of the funds The defined benefit obligations are offset against the fair value of the

plan assets taking into account unrecognized actuarial gains and losses as well as past

service cost as yet unrecognized In addition the pension obligations of Deutsche Börse

Group are secured in part by reinsurance policies The capitalized surrender value of these

reinsurance policies is carried under other noncurrent assets

The defined benefit pension plan in favour of Luxembourg employees of the Clearstream

subgroup is funded by means of cash contributions to an association depargne pension

ASSEP organized in accordance with Luxembourg law Contributions may or may not

cover the entire provisions calculated as per lAS 19 but they must cover pension pro

visions as determined under Luxembourg law

There are defined contribution pension plans for employees working in Germany Luxem

bourg Switzerland the Czech Republic the UK or the USA The employer pays contribu

tions to these employees private pension funds
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Other long-term benefits for employees and members of executive boards total disability

pension transitional payments and surviving dependents pensions are also measured

using the projected unit credit method In accordance with lAS 19.127 actuarial gains

and losses and past service cost are recognized immediately and in full

Other provisions

In accordance with lAS 37 the other provisions take account of all identifiable risks as

well as uncertain obligations and are measured in the amount of the probable obligation

provision for restructuring is only recognized when an entity has detailed formal plan

for the restructuring and has raised valid expectation in those affected that it will carry

out the restructuring by starting to implement that plan or announcing its main features

to those affected by it

Group Share Plan and phantom stock option plan

Accounting for the Group Share Plan and the phantom stock option plan follows IFRS

Share-based payment

The cost of shares granted to employees at discount is cognized in the income state

ment at the grant date Options granted follow the accounting principles for share-based

payments with choice of settlement in cash or equity instruments As the Company does

not have an obligation to settle in cash at the grant date the options are recognized as

equity-settled share-based payments The options are measured at their fair values at the

grant date and recognized in the income statement over the two-year vesting period with

corresponding increase In shareholders equity

Under the 2003 tranche present obligation to settle in cash arose during the vesting

period following the announcement of cash settlement prior to the end of the vesting

period Accordingly the options in the 2003 tranche were recognized as cash-settled

share-based payments in the period under review The options are measured at their

respective fair values at the reporting date and recogniied in the Income statement

The cost of GSP shares granted to employees of the US subsidiary International Securities

Exchange Holdings Inc at discount is recognized in the consolidated income statement

at the grant date The GSP shares granted follow the accounting principles for share-based

payments with choice of settlement In cash or equity instruments As the Company does

not have an obligation to settle in cash at the grant date the options are recognized as

equity-settled share-based payments The GSP shares are measured at their fair value at

the grant date and recognized in the income statement over the one- to three-year vesting

period with corresponding increase in shareholders equity
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Options granted follow the accounting principles for cash-settled share-based payments
The cost of the options is estimated using an option pricing model fair value measurement

Stock Bonus Plan SBP
The SBP shares granted follow the accounting principles for share-based payments with

choice of settlement in cash or equity instruments As the Company does not have an obli

gation to settle in cash at the grant date the SBP shares are recognized as equity-settled

share-based payments The SBP shares are màasured at their fair value at the grant date

and recognized in the income statement over the three-year vesting period with corres

ponding increase in shareholders equity

Deferred tax assets and liabilities

Deferred tax assets and liabilities are computed using the balance sheet approach in

accordance with lAS 12 The deferred tax calculation Is based on temporary differences

between the carrying amounts in the tax accounts and the carrying amounts in the IFRS

financial statements that lead to future tax
liability or benefit when assets are used or

sold or liabilities are settled No deferred taxes are recognized oh differences resulting

from the initial recognition of goodwill

The deferred tax assets or liabilities are measured using the tax rates that are currently

expected to apply when the temporary differences reverse based on tax rates that have

been enacted or substantively enacted by the reporting date Deferred tax assets are

recognized for the carryforward of unused tax losses only to the extent that It is probable

that future taxable profit will be available Deferred tax assets and deferred tax liabilities

are offset where legally enforceable right to set off current tax assets against current tax

liabilities exists and the deferred tax assets and deferred tax liabilities relate to income

taxes levied by the same taxation authority

Currency translation

In accordance with lAS 21 foreign currency transactions are translated at the exchange

rate prevailing at the transaction date

At the balance sheet date monetary balance sheet items in foreign currency are measured

at the exchange rate at the balance sheet date while non-monetary balance sheet Items

are measured at historical cost Non-monetary balance sheet items measured at fair value

are translated at the closing rate Currency translation differences are recorded as income

or expense in the period In which they arise unless the underlying transactions are hedged

Such items of income or expense are contained in other operating Income or expenses as

appropriate If hedging transaction was entered Into in the form of hedge of the net

investment in foreign operation the gain or loss from the hedging transaction that is

designated as highly effective Is recognized In equity
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Consolidation

Acquisition accounting uses the purchase method in accordance with IFRS The

acquirees identifiable assets liabilities and contingent liabilities are recognized at their

fair values at the acquisition date Any excess of cost over the acquirers interest in the

net fair value of the subsidiary is recognized as goodwill and carried at cost Goodwill is

measured in subsequent periods at cost less accumulated Impairment losses

Intragroup assets and liabilities are eliminated Income arising from intragroup transactions

is eliminated against the corresponding expenses Profits or losses arising from deliveries

of intragroup goods and services as well as dividends distributed within the Group are

eliminated Deferred tax assets or liabilities are recognized for consolidation adjustments

where these are expected to reverse In subsequent years

Interests in equity attributable to minority shareholders are carried under minority

interests within equity Where these are classfled as puttable instruments they are

reported under other noncurrent liabilities For more Information see above under

Financial liabilities measured at fair value through profit and loss

Deutsche Börse AGs functional currency is the euro Investments in subsidiaries outside

the euro area as well as Investee equity Items are translated at historical exchange rates

Assets arId liabilities of companies whose functional currency is not the euro are translated

into euros at the closing rate In accordance with lAS 21 income statement items are

translated using average exchange rates Resulting exchange differences are recognized

directly in accumulated profit When subsidiary is disposed of the cumulative exchange

differences recognized in accumulated profit until its deconsolidatlon are recognized in

consolidated profit in the period in which the deconsolidation gain or loss is recognized

The following euro exchange rates have been used

Exchange rates

Average rate Average rate closing rate as at Closing rate as at

2008 2007 31 Dec 2008 31 Dec 2007

Swiss francs 1.5602 1.6495 1.4888 1.6573

USdollars USDUS$ 1.5012 1.3911 1.4062 1.4713

czech
koruny czx 25.1561 27.7228 26.6629 26.5770

Pounds stalling GBP 0.8395 0.6972 0.9744 0.7362
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Any goodwill arising on the acquisition of foreign operation and any fair value adjust

ments to the carrying amounts of assets and liabilities arising from initial consolidation

are presented in the functional currency of the foreign operation and translated at the

closing rate

Key sources of estimation uncertaInty and management judgements

The application of accounting policies presentation of assets and liabilities and recognition

of income and expenses requires the Executive Board to make certain judgements and

estimates Estimated amounts may differ from actual amounts The amounts are therefore

adjusted retrospectively if they relate to previous periods

Note 13 contains information on the assumptions applied in performing annual impair

ment tests on goodwill and intangible assets with an indefinite useful life In each case
the respective business plans serve as the basis for determining any impairment These

plans contain projections of the future financial performance of the cash-generating units

If their actual financial performance fails to meet these expectations corresponding

adjustments may be necessary

Accounting for provisions for pensions and similar obligations requires the application of

certain actuarial assumptions e.g discount rate staff turnover rate so as to estimate their

carrying amounts see above Note 25 shows the present value of the obligations at each

balance sheet date These assumptions may fluctuate considerably for example because

of changes in the macroeconomic environment and may thus materially affect provisions

already recognized However this effect is mitigated by application of the corridor method

Note 46 contains disclosures on the valuation model used for the options Where the

estimates of the valuation parameters originally applied differ from the actual values

available when the options are exercised adjustments are necessary such adjustments

are recognized in the consolidated income statement for the period if they relate to cash-

settled share-based payment transactlons

In addition the probable utilization applied when establishing provisions for expected

losses from rental agreements is estimated see note 27 In the creation of personnel-

related restructuring provisions certain assumptions were made with regard to for

example fluctuation rate discount rate and salary trends Should the actual values

deviate from these assumptions adjustments may be necessary
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Consolidated Income Statement

Disclosures

Sales revenue

Composition of external sales revenue by segment

2008 2007

Xstra

Xetre trading tees 187.3 199.0

Clearlr and settlement tees 97.4 115.1

Scoach trading ties
55.7 37.6

Floortradlngtees 34.1 53.7

Listing tees
12.2 13.0

Income from cooperation agreements 8.4 14.3

Other sales revenue
4.3 2.3

399.4 435.0

Eurax

Equity Index derivatives 450.0 367.8

lnterostratderlvatjves 211.1 251.6

Equity derivatIves 58.6 53.4

US options USE 176.6

Othersalesrevenue 113.8 41.1

1010.1 713.9

Clearstrwn

Custody fees 459.1 466.2

Transaction fees 140.2 165.1

Global Securities FInancing 83.5 55.4

Other sales revenue 86.5 81.5

769.3 768.2

Maihet Data MaJtlcs

Sales of price Information 142.6 130.2

Other sales revenue 38.0 38.1

180.6 168.3

latemMlen Tethnole

Systems operation 86.1 88.5

Systems development 9.6 11.3

95.7 99.8

TOtal 2455.1 2185.2

thereof Deutsche 84k. Group without ISE 2213.9 2185.2

thereof ISE 241.2
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Xetra and Eurex sales revenue is composed principally of trading and clearing revenue

Xetra charges fee per executed order and depending on order value Eurex charges

fee per contract The Eurex trading and clearing fees represent the contractual 85 percent

of transaction fees invoiced by Eurex Clearing AG The remaining 15 percent are paid to

SIX Swiss Exchange AG and are not included In Deutsche BOrse Groups consolidated

financial statements

new pricing model for the differentiated service levels for clearing in the tariff structure

for trading on the Xetra electronic system was introduced on September 2008 In addition

to the existing comprehensive offering which will be known in future as the Full Service

offering Eurex Clearing now offers Basic Net Service and an Extended Net Service

Depending on the service selected thIs could lead to cost savings of up to 40 percent for

clearing participants The decline in segment revenue of percent to 399.4 million

2007 435.0 million is largely due to the fall in Xetra trading fees and in clearing and

settlement fees This in turn is attributable to the decrease in the Xetra trading volume of

12 percent to 2149.0 billion 2007 2443.0 billion Floor trading fees were also

down by 36 percent due to the drop in the floor trading volume

The sharp increase in Eurexs sales revenue by 41 percent to 1010.1 million 2007
713.9 million results mainly from the full consolidation of the ISE subgroup which

contributed 239.8 million to sales revenue Adjusted for ISEs contribution Eurex

generated organic growth of percent to 770.3 million due to the 14 percent rise in

the number of traded contracts excluding .US options of ISE Revenue growth was lower

than volume growth because of volume-related sliding-scale discounts such as for index

products and the change in the product mix

At 769.3 million sales revenue in the Clearstream segment was on level with the

previous year 2007 768.2 million Although the average value of securities held in

custody increased slightly by 1.3 percent to 10.6 trillion 2007 10.5 trillion custody

revenue fell by percent This is primarily the result of the volume-related fee schedule

which offers decrease In average pricing as volumes increase Transaction revepue was

down by 15 percent this was due to the percent drop In the number of transactions

to 114.3 million 2007 123.1 million as result of the global financial crisis Income

in the Global Securities Financing business rose by 51 percent to 83.5 million 2007
55.4 million This Is attributable to substantially higher securities lending volumes

and the ASLplus service where Clearstream Banking S.A acts as principal in securities

borrowing and lending transactions
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Sales revenue in the Market Data Analytics segment rose by percent to 180.6 million

2007 168.3 million Most of the revenue was generated by the sale of price informa

tion Other revenue is generated by index license income and the provision of securities

information

Information Technology develops and operates systems for internal and external customers

External revenue fell by percent to 95.7 million 2007 99.8 million

Net interest income from banking business

Composition of net interest income from banking business

2008 2007

Loans and receivables 396.3 382.2

Financial liabilittes measured at amortized cost 199.9 186.5

Available-for-sale financial assets 25.0 28.5

Financial assets or liabilIties at fair value through profit or loss

interest income 17.0 11.9

lnterestexpense 19.3 7.0

Interest income Interest rate swaps cash flow hedges 45.0 37.3

Interest Income Interest rate swaps fair value hedges 8.6 8.1

interest expense intsreet rate swaps cash flow hedges 28.9 -36.4

Interest expense Interest rate swaps fair value hedges 7.0 -7.3

Total 236.8 230.8

Net interest income from banking business was up percent to 236.8 million

Net interest income on financial assets or liabilities at fair value through profit or loss

results from derivatives held for trading
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Own expenses capitalized

Own expenses capitalized relate solely to development costs of internally developed soft

ware involving the following systems and projects in the individual segments

Rese rch and deveto pment costs

Total expens for of which own

software development expenses capitalized

2008 2007 2008 2007

Xetra

xetr software 11.2 15.8 6.1 9.7

CCP releases 4.7 3.8 2.2 2.3

15.9 19.6 83 12.0

Eurex

urex software 24.3 27.8 14.4 14.4

Global Trading System 8.7 6.2

cc releases 0.3

33.0 28.1 20.6 14.4

Clearstream

Collateral Management Settlement and StrategIc 34.1 50.2 5.8 6.7

Custody 16.0 16.3 0.8 0.7

ConnectivIty 10.5 6.7 1.1

Investment funds 7.3 4.4 1.5 1.4

67.9 77.6 92 8.8

Market Data AneMics

CEF data feads 5.3 3.4

Other 0.3 1.9 0.3 1.7

5.6 5.3 0.3 1.7

Information Tchnology

Other 1.1 1.7

1.1 1.7

Totalofall.egments 123.5 132.3 38.4 36.9

lesslntercompanyprofits 20.6 21.0 10.4 11.8

ibtal 102.9 111.3 28.0 25.1

XP releN ccmpdee the EquIty Cinted Cowsrpe.ty CCPI fl-P ISE.P end Intigretld Clearer systsnw whith are managed se part of

joint pole The dwemeat co were 4locatid to the Xelv end Ewea uegmente on the bails at the mources used
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Other operating income

Composition of other operating income

2008 2007

Income from agency agreements 33.2 35.9

Gains on the disposal of equity investments 9.4 15.0

Income from exchange rate differences
9.2 11.4

Rental income from sublease contracts
8.1 9.2

Gains on sale of
buildings and Investment property 120.6

Gains on the disposal of land held for sale
9.4

Rental income from Investment
property 8.0

Miscellaneous
6.8 13.9

Total
66.7 223.4

thereof Deutsche Börse Group without 1SE 57.3 223.4

thereof 1SE
9.4

Income from agency agreements results mainly from the operational management of the

Eurex ZUrich derivatives market for SIX Swiss Exchange AG

Gains on the disposal of equity investments amounting to 9.4 million relate to the termi

nation of joint venture between ISE Ventures LLC and the Canadian TSX Group Inc In

the previous year this item included gain on the disposal of shares in the International

Index Company Ltd

For details of rental income from sublease contracts see note 45

Miscellaneous other operating income includes income from cooperation agreements and

from training as well as employee contributions for company cars and valuation allowances

Staff costs

Composition of staff costs

2008 2007

Cm

Wages and salaries 363.9 508.1

social security contributions retirement and other benefIts 57.5 58.1

Total 421.4 566.2

thereof Deutsche Brse Group without 1SE 370.9 566.2

thersofiSE 50.5

In 2008 wages and salaries expense fell by 28 percent to 363.9 million 2007
508.1 million This was due to several effects the decline in Deutsche Börse AGs share

price reduced expenses relating to the Group Share Plan stock option program and Stock

Bonus Plan see also note 46 to 9.1 million 2007 156.8 million Additionally provi

sions of 41.3 million were recognized In staff costs in 2007 as part of the Companys
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restructuring and efficiency program This was offset by the wages and salaries of the ISE

subgroup amounting to 46.0 million included for the first time in financial year 2008

Social security contributions retirement and other benefit costs went down by percent

to 57.5 million 2007 58.1 million of which 24.0 million 2007 22.1 million

related to contributions to defined contribution pension plans For details on defined bene

fit pension plans see note 25

Other operating expenses

Communication costs Including network costs

Advertising and marketing costs

Cost of agency agreements

Travel entertainment and corporate hospitality expenses

Expenses for liquidity supply Scoach

Insurance premiums contributions and lees

Sales revenue-related costs ISE

Non-wage labour costs and voluntary social benefits

Xontro system operation

Cost of exchange rate differences

Valuation aliowances and bad debt losses

Supervisory Board remuneration

Fees payable to Nasdsq OMX Group Inc

Postage and transport costs

Rent and teases excluding IT and buildings

Office supplies

Miscellaneous

117.2

59.9

46.5

43.0

41.2

26.9 27.0

23.8 23.2

22.6 23.3

19.3 16.5

15.1

1.4.2 14.9

12.7

12.0 10.9

10.6 15.5

6.5 2.1

5.9 1.3

4.1 5.8

2.5 3.7

2.0 2.0

2.0 1.8

2.0 1.6

11.8 12.3

547.7 469.7

4978 469.7

49.9

Total

thereof Deutsche Bdre Group without ISE

thereof ISE

Composihon of other operating expenses

2008 2007

Cm Cm

Costs for IT services providers and other consulting services 128.1

Premises expenses 74.5

Ilcosts
54.7

Purchase of price Information 51.3

Non-recoverable Input tax 45.1

Costs for IT services providers and other consulting services relate mainly to expenses in

conjunction with software development An analysis of development costs is presented in

note These costs also contain costs of strategic and legal consulting services as well as

of audit activities
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The fees for the auditors KPMG AG WirtschaftsprUfungsgesellschaft Berlin Germany

expensed in accordance with section 314 no Handelsgesetzbuch HGB the German

Commercial Code in the year under review were as follows

Composition of fees for the auditor

2008 2007

Sm Sm

Statutory audit
1.3 1.7

Tax advisory servIces
0.5 1.0

Other assurance or valuation services
0.1 0.1

Other services
0.5 1.7

Total
2.4 4.5

The decline in costs for statutory audits in the year under review is due to the costs

incurred in the previous year for the acquisition of ISE and to the enhanced requirements

of the TUG Transparenzrichtlinie-Urnsetzungsgesetz the Transparency Directive Imple

menting Act among other things The lower expenses for tax advisory services are attrib

utable to reduced project activity in financial year 2008

Premises expenses relate primarily to the cost of providing office space They include rent

maintenance security energy cleaning and miscellaneous premises expenses The in

crease is largely attributable to the premises rented in Luxembourg since financial year

2008 the full consolidation of the ISE subgroup as well as to the relocation to Eschborn

IT costs contain the costs for rental leasing and maintenance of hardware and software

The year-on-year rise Is the result of the full consolidation of the ISE subgroup

10.6 million

Costs for the purchase of price information are Incurred for data and information from other

exchanges sharp increase was recorded here due to volume growth in index licenses

Eurex and the full consolidation of ISE

Non-recoverable input tax results mainly from the VAT-free trading and clearing fees

charged In the Eurex segment and from tax-free service fees from payment services

Communication costs include costs for the participant network the SWIFT network and

telephone charges

The cost of agency agreements relates to the costs of SIX Swiss Exchange AG which

renders services for the Eurex subgroup and provided services for Scoach Schweiz AG

Travel entertainment and corporate hospitality expenses rose due to the growing inter

nationalization of the Group Clearstream Operations Prague s.r.o Deutsche Börse

Services s.r.o ISE
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Scoach trading migrated to Xetra in the year under review The specialists market partici

pants contracted by Scoach to provide binding quotes on continuous basis receive fees

for making liquidity available on an ongoing basis that are recognized as sales-related costs

in the Xetra segment and that are matched by revenue in the same amount These fees

amounted to 15.1 million in 2008

In the year under review the ISE subgroup incurred expenses of 12.7 million for index

licenses and SEC fees

The costs of operating the Xontro system were lower than in the previous year due to the

decline in trading volumes

Miscellaneous other operating expenses Include license fees donations cash transaction

and processing error costs maintenance fees external labour and losses from the disposal

of noncurrent assets

10 Result from equity investments

Composition of result from equity investments

2008 2007

Sm Sm

Equity nthod-accountad issult of associates

European En.r Exchange AG 3.3 2.0

BrainTrade Gesoflech.ft für Börsensystem mbH 0.8

sioxx Ltd
3.4 0.4

International Index Company Ltd
0.1

Total lncome from equity method measw.ment 6.7 3.3

U.S Futures Exchange LLC -7.8

FDS Flnanz-Daten-Systeme GmbH Co KG -0.1 -0.3

Th.CleeringCorporatton Inc -1.1

Other 0.5

Total Icsses from equity method measurement from assocIates -1.7 -8.1

DMdends from uiociatee

STO Ltd
9.5 7.9

Brainlrade Gsiellschaft für Barsensyslerne mbH
0.6

FDS Flnsnz-Daten-systsm GmbH Co KG 0.1 0.3

International Index Company Ltd 0.2

TOtal dividends from assectetsa 10.2 9.0

Rusult from octets 15.2 4.2

Result from other equity bwssbnants -9.4 0.7

Result from equity Ireestinsets
5.8

Indud1n npsirmsM Posies is lets 15
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The result from other companies includes impairment losses on available-for-sale

investments amounting to 10.0 million 2007 million and dividends amounting

to 0.6 million 2007 0.7 million

Gains and losses on the disposal of equity investments are reported in other operating

income

11 Financial result

Composition of financial income

2008 2007

Interest on reverse repurchase agreements categorized as loans and receivabies 166.7 94.7

Interest on bank balances categorized as loans and recivabies 46.2 28.3

Income from avallable-for.sale securitIes
0.3 0.4

Other interest and simIlar Income
0.7 1.1

Interest-like income from derivatives held as hedging instruments 2.5

Interest-like Income from revaluation of derivatives held for tradIng 2.1 0.1

Interest-like income from noncurrent receivables
0.9 1.7

income from exchange rate dIfferences
18.2

Total 237.6 126.3

Interest on reverse repurchase agreements and other interest and similar income 77

percent grew more slowly than the average volumes of cash deposits at Eurex Clearing AG

175 percent as result of Deutsche BOise Groups conservative investment strategy

and the decline in interest rates In the US dollar and Swiss franc
currency areas for ex

ample rate levels were close to zero in the fourth quarter of 2008

Composition of financial expense

2008 2007

Sm Sm

Interest paid on Eurex participants cash deposits 166.8 87.9

Interest on noncurrent loans 60.8 17.4

Interest on current liabilities 37.3 4.5

Interest-like expenses for exchange rate differences on lIabilities 3.0

Transaction costs of noncurrent lIabilities 0.9

Subsequent valuation of derivatives held for tradIng 0.8 2.3

Interest-lIke expenses from derivatives held as hedging Instruments 5.6 0.9

Ottwcoes 1.9 2.7

Other Interest and similar expenses 1.7

Total 277.1 117.4

Miusured at amortized at
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Due to the aforementioned reasons the interest paid on Eurex participants cash deposits

rose Interest on noncurrent loans increased due to the issue of euro and US dollar senior

bonds and hybrid bond that Deutsche Börse AG used to replace the short-term bridge

financing for its ISE acquisition in June and July 2008 see note 28 Interest on current

liabilities includes 29.6 million 2007 2.7 million for the interim financing of the

acquisition of ISE and 6.8 million for the commercial paper program Other interest and

similar expenses primarily include interest expenses from taxes other costs relate to com
mitment fees for credit facilities

12 Income tax expense

Composition of income tax expense main components

2008 2007

Sm

Current income taxes

Of the year under reView 450.3 459.7

from previous years 2.2 4.7

Deferred tax income on current temporary differences 29.5 -15.1

Total 418.6 439.9

Tax rates of 26 to 32 percent were used in the year under review to calculate deferred

taxes for the German companies 2007 32 percent These reflect trade income tax

at multipliers of 460 and 280 percent 2007 460 percent on the tax base value of

3.5 percent 2007 3.5 percent corporation tax of 15 percent 2007 15 percent

and the 5.5 percent solidarity surcharge 2007 5.5 percent on the corporation tax

tax rate of 28.59 percent 2007 29.63 percent was used for the Luxembourg com
panies reflecting trade income tax at rate of 6.75 percent 2007 6.75 percent and

corporation tax at 22 percent 2007 23 percent

Tax rates of 21 to 45 percent were applied to the companies in the UK the USA Spain

Switzerland the Czech Republic and Portugal

The following table shows the carrying amounts of deferred tax assets and liabilities as

well as the related tax expenses recognized in income or directly in equity
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Coii position 01 deferred texes

Exchange Tax expensWincome

Deferred Deferred rate Deferred recognized directly

tax assits tax lIabIlities difference tax expensllncont in equity1r--
2008 2007 2008 2007 2008 2008 2007 2008 2007

Pension provisions and other

employee benefits 9.0 8.3 0.7 0.5

Otherprovisions 12.8 16.3 2.1 11.2 0.7 4.9 11.1

Interest-bearing liabilities 2.0 2.0

Intengibleassets 1.4 2.2 12.8 16.1 2.5 8.7

Intangible assets from

purchase price allocation for SE 585.2 578.4 26.7 19.9

Noncurrentassets 2.6 5.6 0.3 2.7

Securities 7.1 3.3 1.3 0.4 2.5 0.9

Othernoncurrentassets 1.2 0.7 0.5

Other 0.3 0.3 0.2 3.1k 2.6 3.8 0.7

Exchange rate differences 13.4 7.4 20.8 13.4

Gross amounts 23.5 40.5 620.6 618.4 25.7 29.5 -15.1 23.3 13.6

Nettingofdeferredtaxes 20.0 23.3 20.0 23.3

Total 3.5 17.2 600.6 595.1 29.5 -15.1 23.3 13.6

Thereat 6-0.6 million from Changes in the basis at consolidation

From chenges in the basis ci consolidation

Adjustments due to the retroupsative reduction ci the tax rite applied in the ceum ci the acquisition it ISE sea also nate

Netted spinet 0.4 mMioa from changes in the basis ci Ccnectidstian

Thereof 0.3 miNion 2007 1.0 million netted ageisit Accumulated profit

Seçierate disdosum under Accumulited praflr see also consolidated statement ci Changes in equity

Changes taken directly to equity relate to deferred taxes on changes in the measurement

of noncurrent financial assets carried at fair value see also note 23 In addition deferred

taxes on transaction costs from the share buy-back program and staff costs that originated

from exercised options allocated under the Group Share Plan were recognized directly in

Accumulated profir

9.3 million 2007 8.6 million of deferred tax assets and 570.7 million 2007
608.8 million of deferred tax liabilities have an expected remaining maturity of more

than one year
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Deferred tax liabilities have not been recognized in respect of the tax on future dividends

that may be paid from retained earnings by subsidiaries and associated companies
In accordance with section 8b of the KStG Körperschaftsteuergesetz the German

Corporation Tax Act percent of dividends and similar Income received by German

companies is treated as non-deductible expenses for tax purposes

In addition no deferred tax assets were recognized for the temporary difference of

86.9 million 2007 86.9 million arising from the hedging transaction associated

with the acquisition of the SE subgroup

Reconcihation between the expected and the reported tax expense

2008 2007

Expectad income taxes derived from
earnings before tax 470.0 543.8

Non-tax-deductible losses carried forward
0.5

Tax Increases due to other non-tax.deductible
expenses 6.0 6.6

Effects resulting from different tax rates 20.2 48.3

Tax decreases due to dMdendsand income from the disposal of
equity investments 30.1 52.1

Other 4.9 5.9

Income tax expense arising from current year 420.8 444.6

PrIor-period Income taxes -2.2 -4.7

Incom tax expense 418.6 439.9

To determine the expected tax expense profit before tax has been multiplied by the

composite tax rate of 32.00 percent assumed for 2008 2007 40.14 percent

As at 31 December 2008 accumulated unused tax losses amounted to 144.2 million

2007 101.6 million for which no deferred tax assets were recognized Tax losses

of 8.8 million were utilized in 2008 2007 2.1 million

The losses can be carried forward in Germany subject to the minimum taxation rules

and in Luxembourg and the UK indefinitely as the law now stands Losses in other

countries can be carried forward for periods of up to 20 years
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Consolidated Balance Sheet Disclosures

13 Intangible assets

ntancibte assots

Payments on

Internally account and Other

Purchased
developed construction Intangible

software software Goodwill In progress assets Totil

8m Em Em
Historical cost as at Jan 2007 249.0 659.2 1077.4 14.3 1999.9

Chsngsslnthebaslsofconsolldationn 13.4 20.8 867 0.3 1326.6 2228.3

AddItions 9.9 9.2 15.9 0.2 35.2

DIsposals 0.1
0.1

Reclssslficatlons
0.3 21.4 21.7

Exchange rate differences 0.2
0.2

Historical cost as at 31 Dec 2007 272.3 710.6 1944.6 8.8 1326.8 4263.1

Changeslnthebaslsofconsolldatjon -0.5
-0.5

AddItions 10.4 9.9 19.8
40.1

Reclasslflcatlons 1.1 10.3 11.4

Exchange rate differences
1.0 39.9 0.3 61.4 102.6

Historical cost as at 31 0c 2008 283.3 731.8 1984.5 17.5 1388.2 4405.3

AmortIzatIon and Impairment losses

as at Jan.2007 234.3 544.1 7.5 785.9

Amortization 8.0 65.7 73.7

Impairment losses
3.8

3.8

DIsposals 0.2
0.2

Exchange rate dIfferences 0.1
0.1

Amortization arid Impairment lasses

as at 31 Dec 2007 242.0 613.6 7.5 863.1

OtangsslnthebaUoqconsolldatlon -0.2
-0.2

AmortIzation 12.9 38.6 35.1 86.6

Impairment losses 7.0
7.0

Exchange rate dIfferences 0.1
2.2 2.3

Amortization and Impairment losses

as at 31 Dec 2008 254.7 659.3 7.5 37.3 958.8

Carrying amount as at Jan 2007 14.7 115.1 1069.9 14.3 1214.0

Carrytnsmount.sst31 Dec 2007 30.3 97.0 1937.1 8.8 1326.8 3400.0

Carrylngamountasst3l Dec.2008 216 72.5 1977.0 17.5 1350.9 3446.5

Additions In payments on s000wtt sod coodduollon In propose In the
year wrdsr ronlsw relate edutivsb to Usrnally developed software

ThIs iliti sidoninslyto additions as part at the acquisition at SE arid SCosch Holding

Adjiatmants due laths mtvaspsctlvs reduction atth tan rats applied hi the course ci the acquisition at SE a. also note



Software payments on account and construction In progress

Additions to and reclassifications of software relate primarily to the development of soft

ware products for the Clearstream segment and to the expansion of the Xetra and Eurex

electronic trading systems Changes in the basis of consolidation see note relate to

the disposal of ISE Stock Exchange LLC

Purchased software includes leased assets of which in accordance with lAS 17 the

Group is the beneficial owner The net carrying amount of the leased assets amounted to

1.4 million as at 31 December 20082007 1.0 million

Payments on account and construction in progress relate mainly to software Amortization

of and impairment losses on software and other intangible assets are reported in the income

statement under depreciatIon amortization and impairment losses other than goodwill

Impairment losses on internally developed software relate to ISEs Eurex Longitude and

Eurex Option Trading systems in the Eurex segment and the SeIf-Collateralisation system

in the Clearstream segment 2007 the Reference Data Factory system in the Clearstream

segment
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Carrying amounts aid remaining amortization periods of software

Carrying amount as at Rumalning amortization period as at

31 Dec 2008 31 Dec 2007 31 Dec 2008 31 Dec 2007

years years

Xetrs

Xetra Release 9.0 56 4.3

xetra Release 8.0 1.6 2.0 3.4 4.4

cCP4.1 1.5 4.8

cCP4.0 1.8 4.6

Eurex

Eurex Option Trading ISE 11.4 16.3 2.0 5.0

Eurex
Longitude ISO 1.2 2.7 4.0 5.0

Eurex Release 11.0 6.5 4.8

Eursx Release 10.0 5.7 7.2 3.9 4.9

Eurex Release 9.0 2.6 3.5 2.9 3.9

Eurex Release 8.0 3.8 5.9 1.9 2.9

Clearstsam

Collateral Msnament 6.4 8.4 3.0 4.3

Central FacilItyb Funds CFF 4.4 2.7 4.1 4.4

Creationconnect 2.4 9.2 1.0 1.3

ECB 1.6 2.2 2.5 3.5

Daytime BrIdge 1.1 3.3 0.6 1.6

Other settwae assets 43.5 63.9

Total 101.1 127.3

Lath with csrrlngamoant of less then 1.0 miltitn
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Goodwill

Changes in goodwill

Clearetream

Eurex ISE International S.A Other Total goodwill

Cm Cm Cm

Balance as at Jan 2007 1063.8 6.1 1069.9

Changesinthebasisofconsolidation 882.0 5.0 887.0

Changes in rate of taxation 19.8 19.8

Balance as at 31 Dec.2007 862.2 1063.8 11.1 1937.1

Exchange rate differences 39.9 39.9

Balance as at 31 Dec 2008 902.1 1063.8 11.1 1977.0

Including
the gocdwtl of Scoach Holding S.A and Infoholsa

Apart from the stock exchange license acquired as part of the acquisition of ISE goodwill

allocated to the cash-generating units is the sole intangible asset with an indefinite useful life

The recoverable amounts of the cash-generating units to which goodwill is allocated are

based on their values in use

Key assumptions relating to these values vary depending on the cash-generating unit

Pricing or market share assumptions are based on past experience or market research

Other key assumptions are mainly based on external factors Significant macro-economic

indicators include for Instance equity index levels volatility
of equity indices as well as

interest rates exchange rates GDP growth unemployment levels or government debt

The net carrying amount of goodwill resulting from the acquisition of ISE has been

allocated to the Eurex segment The change in goodwill for 2007 from 882.0 million to

862.2 million Is due to the subsequent reduction of ISEs tax rate which was calculated

only on preliminary basis at the acquisition date See note for further details

Since the ISE goodwill had been calculated in US dollars an exchange rate difference of

39.9 million occurred in 2008
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Assumptions on volumes in index and interest rate derivatives and volumes in the

US equity options market were the key criteria used to determine the values in use

Cash flows were projected over three-year period 2009 to 2011 for European as well

as American activities Cash flow projections beyond this period are extrapolated assuming

4.0 percent growth rate for European as well as for US activities The pre-tax discount

rate used is 10.4 percent

Assumptions on assets held in custody transaction volumes and market interest rates were

the key criteria used to determine Clearstreams value in use

Cash flows are projected over five-year period 2009 to 2013 Cash flow projections

beyond 2013 are extrapolated assuming 4.0 percent 2007 4.0 percent perpetual

annuity The pre-tax discount rate used Is 13.4 percent 2007 11.9 percent

Other IntangIble assets

Changes in other intangible assets

Member ISEs market Miscellaneous

SEs exchange relationships data customer SE intangible

license ISE relationships trade name assets Total

Cm Cm Cm Cm Cm Cm

Balance as at 31 D.c 2007 2991 951.5 54.4 20.4 1.4 1326.8

Differences In foreign exchange 13.8 42.1 2.4 0.8 0.1 59.2

Amortization 31.2 1.8 2.0 0.1 -35.1

Balanceaa it 31 Dec.2008 312.9 962.4 55.0 19.2 1.4 1350.9

Remaining amortization period years n.e 29.0 29.0 9.0

Exchange lIcense

In the course of the purchase price allocation carried out in December 2007 the greenfield

approach was used to determine the fair value of the exchange license The exchange

license granted In 2000 by the U.S Securities and Exchange Commission permits the

ISE subgroup to operate as regulated securities exchange in the United States This asset

meets the IFRS criterion for recognition separately from goodwill
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The exchange license held by the ISE subgroup is estimated to have an indefinite useful

life This results from the fact that the license itself does not have finite term and Eurex

management expects to maintain the license as part of its overall business strategy

The exchange license does not generate cash flows largely independent from those

generated by the ISE subgroup as whole Consequently the exchange license has been

allocated to the ISE subgroup as the cash-generating unit The net carrying amount of the

exchange license as at 31 December 2008 was 312.9 milliÆn

Member relationshIps and market data customer relationships

The ISE subgroup has established relationships with number of members responsible

for providing order flow facilitating orderly trading in the different listed options products

traded on the exchange As such the activities of the participants are responsible for gen
erating the transaction and membership fees earned by the exchange Furthermore ISE has

established relationships with OPRA Option Price Reporting Authority and with number

of individual customers who directly purchase ISEs proprietary market data products In

December 2007 the excess earnings method was used to calculate the fair value of the

member relationships as well as the market data customer relationships Both assets meet

the separability and contractual criteria for the recognition of an intangible asset separate

from goodwill and are amortized over 30 years using the straight-line method

Trade name ISE

The ISE trade name is well recognized in the marketplace and it is likely that market parti

cipants would continue to use the ISE name given the investment to date in the brand

As the trade name Is registered It meets the IFRS criterion for recognition separately from

goodwill Measurement is based in this case on the so-called relief-from-royalty method

In line with the PPA result from December 2007 the asset is amortized over ten years

using the straight-line method

The above-mentioned intangible assets were tested for impairment at the end of the year in

accordance with lAS 36.30 Value in Use Key assumtions made here were based on

the expected volumes on the US options market Cash flows are projected over five-year

period 2009 to 2013 5.0 percent growth rate was assumed beyond 2013 The pre
tax discount rate used is 11.0 percent
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14 Property plant and equipment

Property plant and equipment

Computer Pam.nts on

hardware account and

Land and Fixtures and operating and construction

buildings fittings office equipment In progress Total

Historical cost as at Jan 2007 128.7 85.4 257.6 4.3 476.0

Changeslnthebaslsof consolidation 128.7 40.7 169.4

Additions 1.8 42.3 0.4 44.5

Disposals -9.2 -9.2

Reclasslflcatlons 2.Q 2.3 -4.3

Hlstoricalcostas at 31 Dec.2007 48.5 293.0 0.4 341.9

Changesinthebasisofconsolidatlon 0.1 0.1

Additions 15.7 34.8 3.9 54.4

Disposals -10.2 -10.2

Reclassifications 0.3 -0.3

Exchange rate differences 0.2 0.2

Historical cost as at 31 Dec 2008 64.4 317.8 4.0 386.2

Depreciation and Impairment cuss as at Jan 2007 9.4 38.9 192.2 240.5

chsngeslnthebaslsofconsolidatlon 11.9 19.4 31.3

DepreciatIon 2.5 7.5 33.6 43.6

Disposals 9.2 9.2

Depreciation and Impairment losses as at 31 Dec 2007 27.0 216.6 243.6

Depreciation 7.4 36.1 43.5

Disposals 10.0 10.0

Exchange rate differences 0.1 0.1 0.2

Depreciation and Impairment Iosaes as at 31 Dec 2008 34.5 242.8 277.3

Carrying amount as at Jan 2007 119.3 46.5 65.4 4.3 235.5

Carrylngamountssat3l Dec.2007 21.5 76.4 0.4 98.3

Carryingamountasat3l Dec.2008 29.9 75.0 4.0 108.9
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15 Financial assets

inancial asset

Receivables

and sacuritles

Investments In Other equity from banking Other financial

associates Investments busineal Instruments Other loins

Historical cost as at Jan 2007 44.4 17.4 288.1 8.0 0.1

Changes in the basis of consolIdation 9.5

AddItions
0.3 36.3 288.6 0.2

Disposals 1.4 -50.9 0.2

ReclassIfication
0.2 -0.2

Hlstorlcslcoetasat3l Dec.2007 53.0 53.5 525.8 8.0 0.1

AddItions 124.7 10.9 333.3

DIsposals -7.4 -19.9 -0.1

ReclassIfIcatIon 76.1

Exchange rate dIfferences -1.6 0.8

Historical cost as at 31 D.c 2008 168.7 64.4 763.9 8.0

Revaluation as at Jan 2007 11.0 1.2 4.7 3.9

Disposals of impairment losses 0.2

Net Income from equity method measurement -4.8

Currency translation differences recognized in Income statement
2.3

Qther fair value changes recognized In profit or loss 0.8

Otherfalrvaluechangesrecognlzeddlrectlylnequlty 14.5

Market prIce changes recognized directly In equity 3.1 0.6

Currency translation differences recognized directly In equity 1.1

Revaluation as at 31 Dec.2007 17.1 13.3 10.9 4.5

Net Income from
equity method measurement 5.0

Other fair value changes recognized In profit or loss -4.4

Other fair value changes recognized directly In
equity -20.5

Market price changes recognized directly In equIty 2.5 -5.7

Market price changes recognized In profit or toes
4.8

ReclassificatIon
-4.0

Revaluation as at 31 Dec 2008 12.1 11.6 7.6 1.2

Cerrylngamount as at Jan 2007 33.4 16.2 283.4 11.9 0.1

Carrying amount as at 31 Dec 2007 35.9 66.8 514.9 12.5 0.1

Carrying amount as it 31 D.c 2008 156.6 52.8 756.3 6.8

--as currunt recuivebiss led securities from
beeldeg bràinNs

InCluded In the result from equity inyebmer se note 10

InCluded In red lntert brooms from banking business

For details on revaluations and market price changes recognized directly in equity see also note 23

Other equity investments include available-for-sale shares
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In the year under review impairment losses amounting to 10.0 million were recognized

in the income statement 5.6 million of which related to the loss in the value of listed

shares The remaining 4.4 million is attributable to unlisted equity instruments whose

fair value cannot be reliably determined The loss in the value of these instruments was

estimated on the basis of the average loss in performance compared with other market

participants

As in the previous year no impairment losses on securities from banking business and

other securities were recognized in the year under review

Composition of receivables and securities from banking business

thereof wIth remaining maturity

Total amounts of 12 months or less

31 Dec 2008 31 Dec 2007 31 D.c 2008 31 Dec 2007

Fixed-income securities

from sovereign issuers 189.3 87.1 13.7

from multilateral banks 32.4 68.1 6.8

from other credit instItutions 197.9 159.7

from regional or local public bodies 136.7

Other recelvablesu 200.0 200.0

Total 756.3 514.9 20.5

Fuir sscumd through total return seeps

Securities from banking business include financial instruments listed on stock exchange

amounting to 556.3 million 2007 314.9 million

In 2007 depreciation of 4.9 million was recognized for investment property sold in

that year

16 Other noncurrent assets

Composition of other noncurrent assets

31 D.c 2008 31 D.c 2007

insurance recoverables 8.0 7.8

Surplus from defined benefit pension plans 5.1 2.3

Other derlvatlve assets 0.4 0.7

Drivatives used for hedging purposes 7.4

Miscellaneous 0.1

Total 13.5 18.3

Derivatives are presented in detail in note 17 defined benefit pension plans are explained

in detail in note 25

0.8 million 2007 1.8 million of insurance recoverables was pledged to the IHK

Industrie- und Handelskammer the Chamber of Commerce Frankfurt/Main
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17 Derivatives and hedges

Deutsche Bôrse Group generally uses derivative financial instruments to hedge existing or

highly probable underlying transactions The derivatives are included in the positions other

noncurrent assets and other current assets other noncurrent liabilities and other current

liabilities as well as receivables and securities from banking business and liabilities from

banking business

Deriwitives iair value

Note Assets Note Liabilitiesr----i
31 D.c 2008 31 D.c 2007 31 Dec 2008 31 Dec 2007

Cm Cm Cm

Fair value hedges

noncurrent 16 2.9 4.2

current 31 0.1

Cash flow hedges

noncurrent 16 4.5 1.2 1.0

current 19 21 9.1 8.2 33 0.6 3.4

Derivatives held for trading

noncurrent 16 0.4 0.7 0.4 0.7

current 19 21 2.1 0.8 31 92.9

Total 11.6 17.1 99.4 5.1

Private placements denominated in US dollars that were designated as currency risk

hedges of the net investment in ISE are presented under interest-bearing liabilities

Please refer to Hedges of net investment further below for details

FaIr value hedges

Interest rate swaps under which fixed Interest rate is lSaid and variable rate is received

have been used to hedge the value of certain fixed-rate available-for-sale financial instru

ments fair value hedges

The following table gives an overview of the notional amount of the positions covered by fair

value hedges at 31 December 2008 and the corresponding weighted average interest rates

OutsFanding positions fair value hedges

31 D.c 2008 31 D.c 2007

Notional amount of pay-fixed Interest rate sw.$ Cm 165.7 185.6

Fair value of pay-fixed Interest rat swaps Cm -4.3 2.9

Average pay rate In the reporting period 3.97 3.88

Average receive rate In the reporting period 4.88 4.33
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The gains and losses on the positions covered by fair value hedges and the hedging

instruments are indicated in the following table

Gins/Iosses by fair value hedges

31 Dec 2008 31 Dec 2007

GainslClosseson hedged Items
7.1 1.4

LossesWgatns on hedging Instruments -7.1 1.4

Net hedging ineffectiveness

Cash flow hedges

Interest rate swaps under which variable rate of interest is paid and fixed rate is

received are used to hedge part of the expected cash flows from the investment of cash

balances from the settlement business cash flow hedges

The Clearstream subgroup entered into interest rate swaps in 2008 to hedge approximately

36 percent of the expected euro cash flows 2007 for 2008 19 percent from the invest

ment of cash balances during the period from 17 October 2008 until 27 December 2009
US dollar cash flows for 2009 have not been hedged 2007 for 2008 33 percent

Hedging relationships refer to interest rate swaps entered in 2008 to hedge 2008 and

2009 interest rate risk Interest rate swaps entered in 2007 to hedge 2008 interest rate

risk ceased to be highly effective in October 2008 Those interest rate swaps have there

fore been reclassified from hedging to held for trading

Outstanding positions interest rate swaps

31 D.c 2008 31 D.c 2007

Notional amount of pay.variable interest rate swaps 500.0 1415.6

Fair value of psy.variable Interest rate swaps Cm 81 3.5

Average pay rate in the reporting period 2.97 4.97

Average receive rate in the reporting period 3.24 4.77

Composition of outstanding positions

Currency Notional amount Equivalent Term Receive rate
--

2008 2007 from until

million Cm Cm

USS 600.0 407.8 Jan 2007 Jan 2008 5.2644

USS 600.0 407.8 Jan 2008 Jan 2009 5.2925

300.0 300.0 Jan 2007 Jan 2008 3.8400

300.0 300.0 Jan 2008 Jan 2009 4.3300

500.0 500.0 17 Oct 2008 27 D.c 2009 3.2400
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The interest rate swaps notional amount as at 31 December 2007 536.0 million fair

value as at 31 December 2007 1.6 million entered into in 2007 and 2008 to hedge

interest rate risks arising from the debt financing of ISE shares were closed out at the time

of the long-term refinancing please refer to note 28 for details The amount recognized in

the revaluation surplus is allocated to the original term of long-term refinancing

Owing to the lower level of interest rates the swaptions traded in 2007 were not exercised

notional amount as at 31 December 2007 436.0 million fair value as at 31 Decem

ber 2007 3.2 million

The money market swap with notional amount of 1.0 billion entered into in 2007

to hedge current interest rate risk was implemented during the year under review

forward foreign exchange transaction in the notional amount US$45.0 million was

entered into to repay the short-term loan taken out as part of the ISE acquisition The

transaction was closed by 31 December 2008

In addition Deutsche Börse AG hedged portion of the expected US dollar cash flows

in 2008 by using forward foreign exchange transactions against devaluation of the

US dollar Two forward foreign exchange transactions in the amount of US$17.0 million

each were sold against receipt of euros

In addition there were the following outstanding transactions to hedge subsidiarys

pound sterling functional currency as at the balance sheet date

Outstanding positions of forward foreign exchange transactions in US$ agins1

31 Dec 2008 31 Dec 2007

Notional amount of forward foreign exchange transactions US$m 11.7

Fair value of forward foreign exchange transactions 1.8

0.6 million of the negative fair value is reported under other current liabilities and

1.2 million under other noncurrent liabilities

Composition of outstanding positions

Agreed

cunency Notional amount quIval.nt Term exchange rate

2008 2007 from until

million million million

USS 3.9 2.0 June 2008 Sep 2009 1.9038

US$ 3.9 2.1 June 2008 Sep 2010 1.877

USS 3.9 2.1 June 2008 Sep 2011 1.8614
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In addition in 2008 the Clearstream subgroup entered into forward foreign exchange

transactions in order to hedge part of the expected euro cash flows from US dollar sales

revenue at risk from weaker US dollar In February 2008 the Clearstream subgroup

entered into ten such transactions amounting to US$4.5 million each that all matured

at the end of each month in the period from March 2008 to December 2008 to hedge

the risk arising In 2008 In October 2008 the Clearstream subgroup entered into twelve

similar transactions amounting to US$3.0 million each that all mature at the end of each

month in the period from January 2009 to December 2009 to hedge the risk arising in

2009 The contracts had positive fair value of 1.0 million as at 31 December 2008

and were included in the current receivables and securities from banking business item

see note 19

Development of cash tiow hedges

2008 2007

Sm

cash flow hedges as at January $3 0.3

Amount recognized in equity during the
year 15.3 78.3

Amount recognized in profit or loss during the year 9.2 3.0

Ineffective hedge portion recognized In profit or loss0 2.3 0.8

Premium paid 3.2

Realized galnsIlosses 4.8 86.9

Cash flow hedges as at 31 December 7.3 8.3

Thsiunt inatectise amounts otSO million 2007 81.8 mllhion disclosed undsrnthsr opsrating crpsrwee

Disclosed under net bersit income from
banking busIness 2.1 million as well on under financial result 0.2 million 2007 million

Hedges of net Investment

In connection with the private placement in the USA the bonds of the series to were

designated as hedges against currency risk arising from the translation of the foreign

functional currency US dollar into euro in order to hedge the net investment in the ISE

subgroup

Composition of private placement

1tpe Issue volume Equivalent Term

asat asat

31 D.c 2008 smisslon from until

US$m Sm Sm

SariesA 170.0 120.9 110.2 12June2008 lOJune2Ol5

SerissB 220.0 156.4 142.7 l2June2008 lOJune2QlS

Series 70.0 49.8 45.4 12 June 2008 10 June 2020

Total 460.0 327.1 298.3

Presentad under the item intsrust.bssflng II.blthti. S. nets 28 as welt as the Group manaemunt report
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Effective changes in exchange rates from the private placement are reported in the balance

sheet item accumulated profir as are exchange rate differences from the translation of

foreign subsidiaries 28.6 million was recognized in this item directly in equity during

the reporting year There was no ineffective portion of the net investment hedges in 2008

Derivatives held for tradIng

Foreign exchange swaps as at 31 December 2008 expiring in less than three months with

notional value of 2004.7 million 2007 222.4 million had negative fair value of

92.9 million 2007 posItive 0.3 million These swaps were entered into to convert

foreign currencies received through the issue of commercial paper from the banking busi

ness into euros and to hedge short-term foreign currency receivables and liabilities in

euros These are reported under liabilities from banking business in the balance sheet

2007 under receivables and securities from banking business see also note 31

Interest rate swaps listed below were dassifled as cash flows hedges until October 2008 when

the corresponding hedging relationships ceased to qualify as highly effective hedges under

lAS 39 and the interest rate swaps were consequently reclassified under held for trading

Outstanding positions interest rate swaps

31 Dec 2008 31 Dec 2007

Notional amount of pay-fixed lntsrest rats swaps Cm 726.7

Fair value of pay-fI.xed interest rats swaps Cm 0.3

Average pay rats in the reporting period 3.62

Average receive rate in the reporting period 4.99

Average pay and receive rates mentioned above correspond to the average over the

whole year 2008 including the period until end of September 2008 over which they

were considered as hedging instruments under highly effective hedge relationships

Composition of outstanding positions

Currency Notional amount Equivalent Term Receive rate-__rn_._ rn__i
east east

31 D.c 2008 31 D.c 2007 from until

million Cm Cm

USS 600.0 426.7 Jan 2008 Jan 2009 5.2925

300.0 300.0 Jan 2008 Jan 2009 4.3300

Due to the redemption of US$130.0 million of the interim financing of the ISE acquisition

on 18 July 2008 currency swap amounting to US$34.0 million was concluded It was

settled on August 2008
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During the reporting period currency swap was entered into in the notional amount

of US$12.6 million The transaction related to coupon payment for the long-term refi

nancing of the ISE acquisition

As at 31 December 2008 there were two forward foreign exchange transactions in US

dollars that are currently classified as held for trading since they did not meet the require

ments for hedge accounting at the balance sheet date These transactions are intended to

hedge future foreign currency receivable within the Group which had not yet arisen at the

balance sheet date Both forward foreign exchange transactions will be designated as cash

flow hedges when the receivable is recognized

Outstanding positions of forward foreign exchange transactions in US$ against

31 D.c 2008 31 D.c 2007

Notional amount of forward foreign exchange transactions US$m 80.0

Fair value of forward foreign exchange transactions 1.8

Composition of outstanding positions

Agreed

currency Notional amount Equivalent Term exchange rate.---n--
east asat

31 D.c 2008 31 D.c 2007 from until

million rn

USS 40.0 29.7 16 Oct 2008 Aug 2009 1.3467

US$ 40.0 29.8 l6Oct.2008 300ec.2009 1.3439

18 Financial instruments of Eurex Clearing AG

Composition of financial instruments of Eurex Clearing AG

31 D.c 2008 31 D.c 2007

Options 37724.9 18595.4

Forward transactions in boqde end repo transactIons 83315.9 41771.4

Other 643.5 57.2

Total 121684.3 60424.0

FaIr value at traditional optiane end option pranilums for fuluneetyl eptione

Receivables and liabilities that may be offset against clearing member are reported net

See note 43 for details on the deposIted collateral held by Eurex Clearing AG relating to its

financial instruments
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19 Current receivables and securities from banking business

In addition to noncurrent receivables and securities from banking business that are classi

fied as noncurrent financial assets see note 15 the following receivables and securities

from banking business attributable solely to the Clearstream subgroup were classified as

current assets as at 31 December 2008

Composition of current receivables and securities from banking business

31 Dec 2008 31 Dec 2007

Sm

Loans to banks and customers

Reverse repurchase agreements 2910.9 2278.4

Money market lendit 2876.7 5629.5

Balances on nostro accounts 1349.2 711.2

Overdrafts from settlement business 722.3 799.8

7859.1 9418.9

Available-for-sate fixed-income securities money market instruments 147.2 135.2

Available-for-sale debt Instruments 331.9

interest receivables 80.4 65.3

Forward foreign exchange transactions 1.0 0.3

interest rate swaps cash flow hedges 8.1

interest rate swaps held for trading ó.3

Total
8428.0 9619.7

See note 17

Overdrafts from settlement business represent short-term loans of up to two days duration

that are usually secured by collateral Potential concentrations of credit risk are monitored

against counterparty credit limits see note 43

Remaining maturity of loans to banks and customers

31 Dec 2008 31 Dec 2007

Sm Sm

Lessthan3months 7859.1 9212.2

3mcnthsto year 206.7

Total 7859.1 9418.9

All of the money market Instruments held as at 31 December 2008 and 2007
were issued by sovereign or sovereign-guaranteed issuers and were not listed As at

31 December 2008 the remaining maturity was more than three months and less

than one year 31 December 2007 less than three months
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Available-for-sale fixed-income securities with remaining maturity not exceeding one year

are included under current receivables and securities from banking business This caption

also includes put option exercised on February 2009 The fair value of the put option

has not been recognized separately due to immateriality

Remaining maturity ol available-for-sale debt instruments

31 Dec 2008 31 Dec 2007

Cm Cm

Less than months ioo.o

months to year 231.9

Total 331.9

In general there were no early call rights in the loans extended

20 Development of allowance against trade receivables

As in the previous year there were no trade receivables due after more than one year as at

31 December 2008

Allowance account

Cm

Balance as at Jan 2007
6.3

Mdltlons 1.0

UttizatlOn -1.0

Reversal -1.4

Balanceasat3lDec.2007 49

Mdltlons 7.6

UtIlization 0.9

Reversal o.a

Balance as at 31 D.c 2008 10.8

Uncollectible receivables of 0.2 million for which no allowance accounts had previously

been recognized were derecognized In 2008 2007 0.1 million
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21 Other current assets

Composition of other current assets

31 Dec 2008 31 Dec 2007

Sm

Tax receivables
excluding income taxes

17.2 18.6

Prepaid expenses 13.4 13.7

Other receivables from CCP transactions
9.8 246.4

Collection business of Deutsche Börse Systems AG
8.3 5.6

interest receivabiei
2.4 1.5

Forward
foreign exchange transactions

1.8

Cash flow hedges
8.2

Miscellaneous
7.6 7.9

Total
60.5 301.9

For details on forward foreign exchange transactions reported under other current assets

see note 17

22 Restricted bank balances

Amounts reported separately under liabilities as cash deposits by market participants

are restricted Such amounts adding up to 10220.7 million 2007 3797.2 million

are mainly invested via bilateral or triparty reverse repurchase agreements and in the form

of overnight deposits at banks restricted bank balances Government or government-

guaranteed bonds mortgage bonds and bank bonds with an external rating of at least

AA- are accepted as collateral for the reverse repurchase agreements

Cash funds amounting to 144.0 mIllion 2007 424 million attributable to the

Clearstream subgroup are restricted due to minimum reserve requirements

23 Equity

Changes in equity are presented in the consolidated statement of changes in equity

5000000 shares previously acquired under the share buy-back program were retired in

March 2008 at 31 December 2008 the number of no-par value shares of Deutsche

BOrse AG issued was 195000000 31 December 2007 200000000
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The transaction costs from the buy-back of treasury shares less attributable taxes in the

amount of 0.1 million 2007 0.1 million were taken directly to equity

Subject to the agreement of the Supervisory Board the Executive Board is authorized to

increase the subscribed share capital by the following amounts

Composition of authorized share capital

Existing shareholders pre-emptive rights may be disapplied for fractioning

Expiry date andr may be dlaapplled If the char luue Is

23 May 2011 against non-cash contributions for the purpos of acquiring companies

parts of companies interests in companies or other assets

20 May 2013 for cash at an issue price not significantly iower than the stock exchange price

up to maximum amount of 10
percent of thi nominal capital

to issue new shares to employees or subsidiaries employees with
pro rata

amount of the share capital of up to total of million under Group Share

Plan

In addition to authorized share capital II and IV the Company has contingent capital

which allows it to issue up to 6000000 shares to settle stock options under the Group

Share Plan see note 46

There were no further subscription rights for shares as at 31 December 2008 or

31 December 2007

Revaluation surplus

The revaluation surplus results from the revaluation of securities and other current and

noncurrent financial instruments at their fair value less deferred taxes as well as the

value of the stock options under the Group Share Plan and the stock options under the

Share Bonus Plan for which no cash settlement was provided at the balance sheet date

see note 46

Date of

authorization by

Amount in the shareholders

5200000 24 May 2006Authorized share

capital

Authorized share

capital II

14800000 21 May 2008

against non-cash contributions for the purpose of acquiring companies parts of

companies interests in companies or other assets

Authorized share 6000000 11 May 2007 10 May 2012 for the issuance of up to 900000 new shares per year to Executive Board mem
capital IV bars and employees of the Company as well as to the management and employ

ees of affiliated companies within the meaning of the Alctiengesetz AktG German

Stock Corporation Act sections 15ff



he EmancaIs Nfe

Revaluation surplus

Securities current

Other equity froni banking Other financial securities

Investments business Instruments from banking Cash flow Equity options

financial assets financial assets financial assets business hedges ISP and ATP Total

Cm Cm Cm Cm Cm Cm Cm
Balance as at Jan 2007 0.7 7.0 3.9 0.1 1.2 12.9

Fair value measurement 14.5 3.1 0.6 78.3 66.3

increase in share-based

payments
4.6 4.6

Reversaitoprolltorloss 3.2 3.0 6.2

Reclassification directly

in equity11 86.9 86.9

Deferred taxes 1.9 1.7 0.2

Balance as it 31 Dec 2007 15.2 2.6 4.5 4.0 5.8 32.1

Fairvaluemeasurement 20.5 2.5 5.7 3.1 15.3 5.3

increase in share-based

payments 11.0 11.0

Reversaltoprofitorloss 5.6 2.3 0.1 9.2 6.0
Deferredtaxes 0.1 0.4 1.2 1.6 2.5

Balance as at 31 D.c 2008 0.2 3.2 1.2 LB 8.5 16.8 29.3

R.daultad as accumulated pratt

Overall deferred taxes amounting to 5.6 million 2007 3.1 million were recognized

in the revaluation surplus

Accumulated profit

The accumulated profit item includes exchange rate differences amounting to 5.5 mil

lion 2007 36.2 million 70.3 million was added due to currency translation for

foreign subsidiaries In the year under review 2007 382 million and 28.6 million

was withdrawn relating to net investment hedge that vas used to hedge the net invest

ment in ISE against currency risk 2007 million

Capital management program

The purpose of the capital management program is the analysis of the balance sheet struc

ture and an Increase in capital efficiency Deutsche BOrse Groups business operations

and in particular its securities custody and settlement activities depend on strong credit

rating In order to safeguard the current rating of its securities custody and settlement sub

sidiary Clearstream Banking S.A.the parent company Deutsche Borse AG has publicly

declared Its intention to comply with certain key performance Indicators that the Company
believes correspond to an AA rating For example the so-called tangible equity equity less

intangible assets should not fall below 700 million at Clearstream International S.A and

250 million at Cleerstream Banking S.A An additional goal is to maintain the profit par

ticipation rights of 150 million issued by Clearstream Banking S.A to Deutsche BOrse AG



Ihe nacis /I3

Deutsche Börse Group pursues the objective to maintain an interest coverage ratio ratio of

EBITDA to interest expenses from financing activities of at least 16 at the Group level For

the Clearstream subgroup the objective is to maintain an interest coverage ratio of at least

25 insofar as the financial liabilities result from non-banking business

Available equity that is surplus to requirements will be distributed to shareholders in the

form of dividend payments or as part of share buy-back program both the planned

dividend distribution ratio of 40 to 60 percent of consolidated net income for the year

and the intended share buy-backs are subject to capital and investment requirements and

general liquidity considerations

Relevant key performance indicators of the capital management program

200B 2007

Interest coverage ratio Deutsche Börse Group 18.9 64.4

Interest coverage ratio Clearetream subgroup

Tangible equity clearstream Interntlonal S.A as at balance sheet date 720.6 828.4

Tangible equity Clearstream BankIng S.A as at balance sheet date Cm 663.3 614.5

As In the pretlous year there wets no financial lisbllltIui from non.b.nklrg busins during the year

Indudtng 150.0 million from prdtt psrtldpalion iiges Ilauld by Inaistream Banking SA to D.utath Bqse AG

Interest expenses used to calculate the interest coverage ratio include the consolidated

interest costs of financing but exclude Interest costs relating to the Groups financial

institution companies including but not limited to Clearstream Banking S.A and Clear-

stream Banking AG as well as Eurex Clearing AG and exclude interest charges not related

to fInancing 50 percent of the Interest expense on the hybrid bond issued in 2008 Is

excluded from the interest coverage calculation reflecting the assumed equity component

of the hybrid bond

Regulatory capItal requirements and regulatory capital ratIos

The Clearstream subgroup and the Group companies Clearstream Banking S.A and Clear-

stream Banking AG as well as Eurex Clearing AG are subject to solvency supervision by

the Luxembourg or German banking supervisory authorities Commission de Surveillance

du Secteur Financier CSSF and Bundesanstalt für Flnanzdlenstleistungsaufsicht BaFin

respectively All Group companies are non-trading-book institutions Market risk positions

consist only of relatively small open foreign currency position As result of the Group

companies specific businesses their risk-weighted assets are subject to sharp fluctuations

and their solvency ratios are correspondingly volatile

Modified capital requirements have been In force In the European Economic Area EEA
since January 2007 They have been implemented In national regulations to reflect the

2006 EU Banking and Capital Requirements Directives and are based on the 8aseI II rules
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2007 was transitional year for the introduction of the new capital requirements rules

they were not required to be applied in 2007 Deutsche BOrse Group applies the stan

dardized approach for credit risk across the entire Group Eurex Clearing AG uses the Basic

Indicator Approach for operational risk while the Clearstream subgroup applies the AMA

Advanced Measurement Approach Eurex Clearing AG has applied the new German

rules since January 2007 while the Clearstream subgroup has applied the new Lux

embourg and German rules only since 2008 because of the considerably greater imple

mentation effort necessitated by the significantly larger number of customers and the fact

that the AMA could only be used from January 2008 On 11 January 2008 Clear-

stream International S.A received permission from the CSSF to use the AMA with effect

from January 2008

Deutsche BOrse Group companies have only limited amount of Tier regulatory

capital To enhance comparability the solvency ratio was determined in accordance with

the requirements for the overall capital ratio under German law The overall capital ratio

must be minimum of percent The Group companies capital resources adequately

reflect the fluctuation in risk-weighted assets which can lead to extremely high overall

capital ratios The disclosures for Eurex Clearing AG for 2007 already include the regula

tory capital requirements for covering operational risk Operational risk for the Clearstream

companies was covered in 2007 by adequate capital resources whereas the amounts

resulting from the regulatory requirements were included for 2008

The regulatory capital requirements foroperational risk were 177 million for the Clear-

stream subgroup at the end of 2008 Clearstream Banking S.A 114 million Clearstream

Banking AG 64 million The global financial crisis did not have any significant effects on

regulatory capital requirements In the Clearstream subgroup

Owing to the increased market volatility and the situation in the money markets as result

of the global financial crisis the clearing members of Eurex Clearing AG deposited consid

erably more collateral Unusual market events in the period between the end of September

and the beginning of November led to an overnight portfolio of cash collateral that peaked

at total of over 30 billion before the financial market crisis normally around to

billion significant portion of the collateral was contributed as intraday margins late in

the day Due to the general market situation the large volumes and the timing of the cash

inflow It was not possible to Invest significant portions of these funds on secured basis

which led toa sharp increase in regulatory capital requirements As result Eurex Clear

ing AG increased its capital in two steps by total of 60 million In addition various

measures for increasing secured deposits were implemented and funds were deposited at

central banks Finally the calming of the markets at the end of the year resulted in sig

nificant reduction overall In cash collateral and In particular in intraday margins for more

information see also note 43 The regulatory capital requirements for Eurex Clearing AGs

operational risk increased slightly year-on-year to 14 million 2007 13 million
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The regulatory minimum requirements were generally complied with at all times by all

companies during the year under review and in the period up to the preparation of the

financial statements Eurex Clearing AGs capital fell below minimum requirements on two

trading days as result of the extreme market conditions described above however this

did not result in any regulatory measures owing to the extreme market situation and the

steps that were implemented

Regulatory capital ratios

Own fund mqulrsm.nts Regulatory equity Solvency ratio

ir----------------- ---
31 Dec 2008 31 Dec 2007 31 Dec 2008 31 Dec 2007 31 Dec 2008 31 Dec 2007

Cm Cm Cm Cm

Ciearstream subgroup 287.1 170.6 659.3 665.9 18.4 31.2

Clearstream8anklng$.A 221.6 159.4 397.9 363.0 14.4 18.2

Ciesrstream Banking AG 86.7 24.3 149.7 149.6 13.8 49.3

EurexCiearingAG 16.0 17.7 110.8 50.4 55.4 22.8

Oisrafl Capital ratio recalculated in accordance with the German regulations where nemasary

Dinclosuras for Euras Clearing AG for 2007 in accordance with the nsa regulations Including capital req Wsnrents for operational u.k

On 16 January 2007 Eurex Clearing AG receIved regulatory approval by the Financial Ser

vices Authority FSA in the UK as Recognised Overseas Clearing House ROCH The FSA

expects regulatory capital equivalent to at least half the operating expenses of the previous

year to be maintained This corresponds to 40.6 million as at 31 December 2008 2007
46.3 million

24 Shareholders equity and appropriation of net profit of

Deutsche Börse AG

The annual financial statements of the parent company Deutsche Boise AG prepared as at

31 December 2008 In accordance with the provisions of the Handelsgesetzbuch HGB
the German Commercial Code report net

profit for the year of 971.2 million 2007
773.6 million and shareholders equity of 2114.4 million 2007 1916.3 million

Reflecting the deferred tax assets recognized in accordance with HGB section 274

an amount of 1.4 million 2007 7.5 million is reported in retained earnings to limit

capital distributIon

The year-on-year increase in the net profit for 2008 relates mainly to significantly higher

dividend payments from Clearstream International S.A as against the previous year These

dividends received included the profit from the sale of buildIngs generated in 2007 Other

factors were the growth in sales revenue due to hIgher tradIng volumes the substantial

reduction In total costs and the significantly lower tax expense due to the decline In the

tax rate However the net profit for the year was impacted by the higher Interest expenses

required to finance the acquisition of ISE
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Proposal on the appropriation of the unappropriated surplus

31 D.c 2008 31 Dec 2007

Netprofltfortheyear 971.2 773.6

Appropriation to other retained earnings In the annual financial statements 471.2 348.6

Unappropriated surplus 500.0 425.0

Proposal by the Executive Board

Distribution of dividend to the shareholders of 2.10 per share

for 185803927 no-per value shares carrying dividend rights

In 2008 from net profit for 2007 2.10 390.2 403.0

Appropriation to retained earnings 109.8 22.0

The proposed dividend for 2008 corresponds to distribution ratio of 37.8 percent of the

consolidated net income 2007 44.2 percent

No-par value shares carrying dividend rights

Number

Number of shares issued as at 31 Decumb.r 2007 200000000

Shares acquired under the share buy-back program and retired In March 2008 -5000000

Number of shares iaausd as at 31 December 2008 195000000

Shares acquired under the share buy-back program and scheduled to be retIred -9209401

Number of shams outstanding as it 31 December 2008 185790599

Shares Issued under the Group Share Plan prIor to the preparation date of the financial statements 13328

Total 185803927

The proposal on the appropriation of the unappropriated surplus reflects treasury shares

held directly or Indirectly by the Company that are not eligible to receive dividends under

section 71b of the Aktiengesetz AktG the German Stock Corporation Act The number

of shares eligible to receive dividends can change up until the Annual General Meeting

through the repurchase of further shares Irrespective of whether or not such shares are

subsequently retired or through the sale of treasury shares In this case without changing

the dividend of 2.10 per eligible share an amended resolution for the appropriation of

surplus will be proposed to the Annual General Meeting
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25 Provisions for pensions and other employee benefits

Provisions for pension plans and other employee benefits are measured annually at the

balance sheet date using actuarial methods The following assumptions were applied to

the calculation of the actuarial obligations for the pension plans

Actuarial assumptions

31 Dec 2008 31 Dec 2007

Discount rate 6.25 5.25

Expected return on plan aSsets 5.25/ 5.85 5.55/ 6.15

Salary growth 3.50 3.50

Penslongrowth2 1.75/2.50 1.75/2.50

Staff turnover rate3 2.00 2.00

Expected ratum In 2008 for 2009 Germany 5.85 percent end Luxsmborir 5.25 percent The urpected ratum on plan siesta Is Calculated

on the basis of the assumed abort-term 4.43 percent 20074.15 percent and Ien$.term 4.25 perCent 2007 4.55 percent Intar

rates plus premtum for the equity component of the hereatment pantoNe 2.00 percent 20072.00 percent The equity component of

the Lusemboul portfolio is aspect ad to be untherijid at 50.00 percent whIlath equity component of the German portfolio Is urpected

to be 80.00 percent

2.50 percent for plans for which this percentage we contrectudy aç.ed

No bimorer sumed for employees mar the
ege

of 50 and In respect of deferred compensation plans

The present value of defined benefit obligations DBOs can be reconciled with the provi

sions shown in the balance sheet as follows

Net liability of defined benefit obligations

31 D.c 2008 31 D.c 2007

Sm Sm

Unfunded defined benefit obligations 0.6 0.8

Pertly or wholly funded defined benefit obligations 147.0 153.7

Defined benefit obligatIons 147.6 154.5

Falrvalueofplanusets 104.5 132.1

Net unrecognized actuarial losses -28.6 -1.2

Nat unrecognized past service cost
-0.8

2.9

Net liabilIty 13.7 18.3

Amount recognized In the balance ib..t

Other noncurrent assets 5.1 2.3

Provisions for pensions and other employ benefits 18.8 20.6

Net liabilIty 137 183
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Changes in defined benefit obligations

2008 2007

rn

Mat January 154.5 149.0

current service cost 12.1 16.4

Pastservlcecost 4.0

Interest cost 8.0 6.5

Changes In actuarial losses 22.5 17.0

Benefits paId 4.5 4.4

Mat 31 December 147.6 154.5

The pension-related expenses contained in staff costs in the consolidated income state

ment are composed of the following items

Composition of expenses recognized

2008 2007

Cm

Current service cost 12.1 16.4

Past service cost 3.0 5.4

Interest cost 8.0 6.5

Expectedrsturnonpl.nasaets -7.7 -6.4

Net actuarial loss recolzed 0.3 0.2

Total 15.7 22.1

The expected costs of defined benefit plans will amount to approximately 13.6 million for

the 2009 financiól year

Changes in fair value of plan assets

2008 2007

Cm Cm

Ac at January 132.1 115.2

Expected return on plan asaels 7.7 6.4

Actuarial loesfteturn on plan assets -51.1 1.5

Employer contributIons 20.3 13.4

Benefits paid -4.5 4.4

Mat 31 December 104.5 132.1

The actual losses on plan assets amounted to 38.5 million in the year under review

2007 return of 0.2 million The calculation of the expected return on plan assets had

been based on ietum rates of 5.55 to 6.15 percent 2007 5.05 to 5.80 percent
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Composition of
plarl

assets

31 Dec 2008 31 Dec 2007

Bonds 26.1 25.2

Investment funds 56.1 64.4

Cash deposits and bank balances 17.8 10.4

Total 100.0 100.0

Plan assets do not include any of the Groups own financial instruments Neither do they

include any property occupied or other assets used by the Group

The following table shows the experience adjustments to pension obligations and plan

assets

Adjustments to pension obligations and plan assets

2008 2007 2006

Actuarial present value of pension oblIgations 147.6 154.5 149.0

Fair value of plan assets 204.5 132.1 115.2

Underfundlng 43.1 22.4 33.8

Experience adjustments 47.7 0.8 2.4

thereof atthbutable to plan lIabilities 3.4 2.3 1.9

thereofattrlbutabletoplsnsssets 51.1 1.5 0.5

26 Changes in other provisions

Changes in other provisions

Other noncurrent Other current

previsions Tax provisions provisions Total

Cm Cm Cm Cm

Balanc.asatlJan.2008 118.4 273.3 205.0 596.7

Reclassification 59.4 59.4

UtilizatIon 2.7 87.9 176.7 267.3

Reversal 14.7 2.6 32.2 -49.5

Additions 31.3 56.5 28.0 115.8

Balanceasat3lDec 2008 729 2393 835 3957
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27 Other noncurrent provisions

Other noncurrent provisions have more than one year to maturity

Composition of other noncurrent provisions

31 Dec 2008 31 Dec 2007

Provisions for anticipated losses 12.0 19.2

Other provisions

Restructuring program 38.5 33.4

Pension obligations to IHK 8.2 8.9

Early retirement benefits
5.6 6.2

Phantom stock optIons 43.2

Miscellaneous
8.6 7.5

Total 72.9 118.4

thereof with remaining maturity between and years 65.5 101.6

thereof with remaining maturity of more than
years 7.4 16.8

Industfl und Hand.stemwbConvnsioe

As at 31 December 2008 the provisions for anticipated losses contained provisions for

anticipated losses from rental expenses amounting to 15.8 million 2007 24.7 million

of which 4.4 million 2007 6.4 million were allocated to current provisions The pro
visions classified as noncurrent are not expected to be utilized before 2010 They were

calculated on the basis of existing rental agreements for each building discount rate of

2.70 percent was applied 2007 3.75 percent Additions include interest rate effects

amounting to 0.4 million 2007 1.0 million of which 0.2 million 2007 no effects

result from the discount rate change

Provisions for restructuring include provisions for one-time expenses amounting to

27.4 million for the restructuring and efficiency program resolved in September 2007
For details see the Group management report page 85ff

Provisions for pension obligations to the IHK Industrie- und Handeiskammer the Chamber

of Commerce are recognized on the basis of the number of eligible employees Provisions

for early retirement benefits are calculated on the basis of the active and former employees

involved

For details on the phantom stock options see note 46
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28 Liabilities

In the previous year other bank loans and overdrafts included current liabilities to banks

amounting to 1360.2 million from the financing of the ISE acquisition see notes 17

and 43 These were replaced entirely by long-term debt in the year under review

The euro and US dollar bonds reported in this context under interest-bearing liabilities and

hybrid bond denominated in euros have carrying amount of 1512.4 million and fair

value of 1488.1 million For further details see page 98 of the Group management report

Interest-bearing liabilities include finance lease obligations For further details see note 45

The liabilities recognized in the balance sheet were not secured by liens or similar rights

either as at 31 December 2008 or as at 31 December 2007

29 Tax provisions

CompoSItion of tax provisions

31 Dec 2008 31 Dec 2007

rn

Income tax expense current year 53.6 144.2

Income tax expense previous years 177.3 122.5

Capital tax and value added tax 8.4 6.6

Total 239.3 273.3

The estimated remaining maturity of the tax provisions is less than one year
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30 Other current provisions

Composition of other current piovisions

31 Dec 2008 31 Dec 2007

tn Sm

Phantom stock optIons 33.6 144.9

Restructuring costs
17.1 20.0

Recourse litigation and interest rate risks
15.1 12.8

Provisions for anticipated tosses
4.4 6.5

Rent end incidental rental costs 2.7 3.9

Stock options from Group Share Plan 0.5 2.9

Misceiianeous
10.1 14.0

Total 83.5 205.0

Thereof powlsIons amounting to 10.5 million for the restnietwing end ficIsncy proan ruclued In 2007

For details on phantom stock options and stock options from the Group Share Plan see

note 46

31 Liabilities from banking business

The Ilabilitiesfrom banking business are attributable solely to the Clearstream subgroup

Composition of iabilities from banking business

31 Dec 2008 31 Dec 2007

Sm Sm

Customer deposits from securities settlement busIness 6896.5 7969.1

Money market placements 712.8 836.5

Issued commercial paper 35.0 242.2

Overdrafts on nostro accounts 165.5 25.5

interest lIabilities 13.5 52.6

Forward foreign exchange transactions 92.9

Fair Value Hedges Interest rate swaps 0.1

Total1
7916.3 9125.9

Thereof 278.0 million 2007 95.1 miflion am attflbutpbls to anacciatu sea note 49

Remaining maturity of Iiabihbes from banking business

31 Dec 2008 31 Dec 2007

Sm Sm

Not more than months 7916.3 9085.9

Morethan3monthsbutnotmorethanl2months 40.0

Total 7916.3 9125.9
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32 Cash deposits by market participants

Composition of cash deposits by market participants

31 Dec 2008 31 Dec 2007

Liabilities from margin payments to Eurex
Clearing AG by members 10216.2 4011.3

Liabilities from cash deposits by participants In equity tradIng 4.5 4.9

Total 10220.7 4016.2

33 Other current liabilities

Composition of other current liabilities

31 Dec 2008 31 Dec 2007

rn Cm

Issued commercial paper 201.2

Special payments and bonuses 567 44.0

Interest payable 45.7 12.9

Tax liabilities excluding Income taxes 25.7 35.5

Paysbies to Eurex partIcipants 23.6 26.0

Vacation entitlements flexitlme and overtlmecredlts 14.7 13.8

DerivatIves 0.6 3.4

Corporate bond 499.8

MIscellaneous 43.9 47.0

Total 412.1 682.4

The Miscellaneous item includes liabilities resulting from reimbursement claLms and

collection business liabilities resulting from finance lease transactions see note 45 as

well as the remuneration to be paid to the members of the Supervisory Board for financial

year 2008 but which will only be paid in the following year

The corporate bond reported under this item in the previous year was due on

23 May 2008 and was repaid In full
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34 Maturity analysis of financial assets and liabilities

UndeFlying contractual maturities of the financial assets and liabilities at the balance sheet date

Contractual
maturity

sight

2008 2007

Non-derivativ financial liabilities

interest-bearing liabilities

Other non-derivative noncurrent financial liabilities

Non-derivative lIabilities from banking business
7814.0 8776

Other bank loans and overdrafts

Trade payables payabies to associates payables to other investors and other current liabilities

Cash deposits by market participants 10220.7 4016

heal non-derivative financial liabIlities pies 18034.7 12793

less non-derivative financial assets

Noncurrent receivables and securities from banking business

Other noncurrent financial instruments and loans

Other non-derivative noncurrent financial assets

Current receivables and securities from
banking business 4888.6 5939.6

Trade receivables receivables to associates receivables to other Investors and other current assets

Restricted bank balances 10364.7 4221.7

Other cash and bank balances 370.5 547.6

Total non-derivative financial assets 18623.8 -10708.9

Total non-derivative financial liabilitIes net 2410.9 2084.2

Derivatives and financial Instruments of Ewes Clearing AG

Financial liabilities and derivatives of Eurex Clearing AG
14075.2 1960.6

less financial assets and derivatives of Eurex Clearing AG 14075.2 1960.6

Cash itsilow derivatives and hedges

Cashflowhedges

Fairvaluehedges

Derivatives held for tradIng 70.1 271.0

Cash outflow dedvailvee and hedges

Cashflowhds

Fair value hedges

Derivatlvesheidfortradlng 60.1 271.1

Total derivatives end hedges 10.0 0.1

Included in noncumnt hduruat-beeflng Ilebititlee and other currub liabilities

Includes the tadbion options end option premieres ci Mum-style qubons In the amount at 37840.8 million 2007 18595.4 million The veflous sails have dikosot meolmum

dusetles 36 mc.ebe fsr single-stock fulurs 60 menu for equity optIons months for Indet futures and 119 mantle for mdx options As the raipedive asset and liability sides of

the options em alesys ci the sam duratIon no .nebhia ci the indiddial durations Is presented for meaons at materiality end the total outstanding Ii presented as hsvln contractual

maturity ci not more than monthe
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Reconciliation to

Contractual maturity carrying amount Carrying amount

More than montha More than year

bot not more but not more

Not more than montha than 12 months than years Over years

2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

o.i 92.6 500.1 1571.5 1.3 427.1 578.3 0.1 1512.9 501.4

2.6 3.5 2.6 3.5

9.3 309.0 40.0 7823.3 9125.9

1360.2 1360.2

201.2 45.7 12.9 295.0 275.3 541.9 288.2

10220.7 4016.2

210.5 1669.3 138.3 553.0 1574.1 1.3 427.1 283.3 278.7 20101.4 15295.4

20.5 327.8 138.1 428.5 356.3 756.3 514.9

0.1 216.2 115.2 216.2 115.3

13.1 10.2 13.1 10.2

3144.0 3473.4 386.0 206.7 -8418.6 9619.7

276.1 535.0 276.1 535.0

10364.7 4221.7

-112.3 -482.8 -547.6

3256.3 3473.4 386.0 227.3 327.8 138.1 428.5 356.3 505.4 640.0 20527.8 15544.0

3045.8 1804.1 247.7 325.7 1246.3 136.8 1.4 356.3 788.7 361.3 426.4 248.6

95813.9 54441.V 11795.2 4022.3 .0 .0 121684.3 60424.0

958139 54441.1 11795.2 4022.3 121684.3 60424.0

6.4 15.0 32.1 26.8 4.1 2.6

1.3 1.3 5.3 5.9 15.2 20.4 1.3

2031.5 86.4 59.5 0.8

6.7 40.1 37.0 5.0 5.7 34.6

2.2 2.2 5.4 6.2 17.2 22.2 0.4

-1980.1 86.5 -57.4 -0.8

50.2 26.1 2J 21.5 0.4 33.8 0.9
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35 Reconciliation of the classification of financial instruments

The following table shows the reconciliation of the balance sheet items to classification in accordance with lAS 39 as

well as the corresponding carrying amounts of the financial instruments

ClassificMion ot fina iciI instruments

Consolidated balance sheet item classification Note
Category Measured it

Carrying amount

31 Dec 2008 31 Dec 2007

Other equity investments 15 AFS Amortized cost 32.5 36.3

AFS1 Fair value 20.3 30.5

Noncurrent receivables and securities from banking business 15 AFS Fair value 556.3 314.9

Loans and receivables Amortized cost 200.0 200.0

Other financial Instruments 15 AFS1 Fair value 6.8 12.5

Other loans 15 Loans and receivables Amortized cost 0.1

Other noncurrent assets 16 17 FaIr value hedges Fair value 2.9

Cash flowhedges Fair value 4.5

Held for trading Fair value 0.4 0.7

Financial instruments of Eurex Clearing AG 18 Held for trading Fair value 121684.3 60424.0

Current receivables and securities from banking business 19 AFS Fair value 479.1 135.2

Cash flow hedges FaIr value 9.1

Loans and receivables Amortized cost 7939.5 9484.2

Held for trading Fair value 0.3 0.3

Trade receivables Loans and receivables Amortized cost 210.7 235.5

Associate receivables Loans and receivables Amortized cost 5.7 4.4

Receivables from other investors Loans and receivables AmortIzed cost 1.0 1.4

Other current assets 17 21 Cash flow hedges Fair value 8.2

Held for trading Fair value 1.8 0.5

Loans and receivables Amortized cost 19.2 7.1

Restricted bank balances 22 Loans and receivables Amortlze8 cost 10364.7 4221.7

Other cash and bank balances Loans and receivables Amortized cost 482.8 547.6

Interest-bearing liabilities excluding finance leases 28 Liabilities at amortized cost Amortized cost 1186.8

Net investment h.dge Amortized cost 325.6
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Consoliditad balance sheet Sm classification Note Category Measured at Carrying amountr---------
31 Dec 2008 31 Dec 2007

Other noncurrent IiabMtles 17 Cash flow hedges Fair value 1.2 1.0

Fair value hedges Fair value 4.2

Held for trading Fair value 0.4 0.7

Puttable lnstrumentS5 Fair value 1.4 2.5

Liabilities from banking business 31 LIabilIties at amortized cost Amortized cost 7823.3 9125.9

Fair value hedges Fair value 0.1

Held for trading Fair value 92.9

Other bank loans and erdrafts 40 LiabIlities at amortized cost Amortized cost 1360.2

Trade payables LIabIlities at amortized cost Amortized cost 112.3 97.7

Payables to associates Liabilities at amortized cost Amortized cost 8.7 6.1

Payables to other investors Liabilities at amortized cost Amortized cost 9.4 5.2

Cash deposits by market participants Liabilities at amortized cost Amortized cost 10220.7 4016.2

Othercurrentliabllitles 1733 Cathflowhsdges Falrvalue 0.6 3.4

33 LIabilities at amortized cost Amortized cost 246.9 499.8

Amlabtsfor-sala AFS finendat assets

ThIs relates to the prlaat plscsnhsnts dslgeatad hadajng Instnnna.a rat Investment hsdgs Case note 17
These as Macfe squity Instruments In accordance with lAS 32.18b which are attributable to the mInority shareholder and are required

to m.usured at fair vakis at the rNpsotlvs belance ih.st date
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The carrying amount of other loans current receivables and other assets as well as current

and noncurrent receivables from banking business measured at amortized cost restricted

bank balances and other cash and bank balances corresponds to their fair value

The other equity investments item which is carried at historical cost less any impairment

losses comprises unlisted equity instruments whose fair value cannot generally be reliably

determined on continuous basis For the year under review their fair value is estimated

to be close to their carrying amount See note 15 for details of the impairment losses rec

ognized

The bonds reported under interest-bearing liabilities have fair value of 1128.8 million

The fair values are the quoted prices of the bonds as at 31 December 2008 The fair value

of the private placements is 359.3 million This figure was calculated as the present value

of the cash flows relating to the private placements on the basis of market parameters

The carrying amount of current liabilities and cash deposits by market participants repre
sents reasonable approximation of fair value
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Consolidated Cash Flow Statement

Disclosures

36 Consolidated cash flow statement

The cash flow statement presents the balance of and changes in Deutsche Borse Groups
cash and cash equivalents In compliance with lAS cash flows are classified by operat

ing investing and financing activities cash and cash equivalents comprise cash bank

balances and current receivables from banking business net of current liabilities from

banking business each with an original term of less than three months and cash deposits

by market participants

37 Cash flows from operating activities

After adjustments to net profit for the year for non-cash items cash flows from operating

activities amounted to 1278.9 million 2007 839.6 million Basic operating cash

flow per share was 6.71 and diluted operating cash flow per share amounted to 6.70
2007 basic and diluted operating cash flow 4.33 The entire cash flow from the net

financial result net interest and investment income has been allocated to operating

activities

Noncurrent provisions decreased by 47.5 million in the year under review 2007
increase by 16.0 million This is primarily due to the decline of 43.2 million in

provisions for phantom stock options see note 27

Composition of other non-cash income

2008 2007

Gains on the disposal of other equity investments 9.4 -135.6

Equity method measurement -5.0 -4.8

Exchange rate differences relating to the shod-term fInancing

oftheacqulsltlonofl5E -18.5 -8.4

MIscellaneous 36.2 31.1

Total 3.3 117.7

Exchange rate differences relating to the short-term financing of the acquisition ISE acqui

sition result from realized exchange rate gaIns from the repayment of the interim financing

in US dollars
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Gains on the disposal of shares in subsidiaries and equity investments include income

from the termination of joint venture In the previous year this item included income

from the sale of buildings and investment property amounting to 120.6 million

The decrease in receivables and other assets of 265.3 million 2007 increase of

266.5 million is due to significant rise in receivables from the CCP business for

technical closing date reasons as at 31 December 2007

The decrease in current liabilities of 100.3 million 2007 increase of 192.3 million

is mainly due to the decrease in provisions for phantom stock options by 111.3 million

This contrasted with an increase in other current liabilities relating to interest expenses

32.8 million for the refinancing of the ISE acquisition

38 Cash flows from investing activities

Composition of payments to acquire noncurrent assets

exci ud ng other iloncu rrent assets

2008 2007

Cm

Payments to acquire intangible assets and pfoperty plant and equipment

Payments to acquire intangible assets 40.1 35.2

Payments to acquire property plant and equipment 54.4 44.5

Total payments to acquire Intangible assets property plant and equipment 94.5 79.7

Payments to acquire noncurrent financial instruments 344.0 124.8

Payments to acquire Investments In associates 122.3 0.3

Total 560.8 204.8

No shares In subsidiaries were acquired in 2008 In the prior year the acquisition of

shares in subsidiaries had led to cash outflow of 1826.6 million

Cash amounting to 24.6 million was surrendered in connection with the merger of ISE

Stock Exchange LLC and Direct Edge Holdings LLC In 2007 the disposal of shares in

subsidiaries and other equity investments had led to cash Inflow of 358.9 million in the

previous year
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Effects the disposal of subsidiaries net of cash disposed

2008 2007

Sm Sm

Disposal preceeds 360.4

less cash disposed 24.6 1.5

Proceeds from the disposal of shares In subsidiaries and

other.qultylnv.atm.nts net of cash dIsposed -24.6 358.9

less assets and liabilities disposed

Propertplantandequipment 0.3 -141.9

Investment property -89.6

Other noncurrent assets 1.6

Receivables and other current assets 2.9 0.2

Minority interests 22.7

Merger of shareholders equity Into Direct Edge Holdings LLC 2.5

Current lisbiihles
2.6 10.0

Gains on the disposal of equity investments 135.6

The net cash proceeds from the sale of available-for-sale noncurrent financial instruments

amounted to 19.9 million 2007 50.9 million As in the previous year the proceeds

for 2008 correspond to the repayment at maturity of fixed-Income securities

39 Cash flows from financing activities

In 2008 dividend of 403.0 million was distributed for financial year 2007 in 2007

for 2006 329.8 million For details on the acquisition of treasury shares see the Group

management report on page 82

Net cash received from long-term financing and cash outflow from short-term financing

in the amount of 1341.7 million are related to the financing of the ISE acquIsition in

financial year 2007 In 2008 the bridge loan was replaced by long-term debt amounting

to 1481.6 million

Deutsche Börse AG also uses its commercial paper program to ensure that it has adequate

liquidity Commercial paper in the amount of 202.0 million was outstanding as at

31 December 2008

40 Reconciliation to cash and cash equivalents

To prevent receivables and liabilities from banking business from distorting the operating

cash flow such items with an original maturity of more than three months have been

reported within cash flows from investing activities items with an original maturity of

not more than three months are classified as cash and cash equivalents

Commercial Paper issued by Deutsche Börse AG in 2008 was attributed to cash flow from

financing activities
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In order to avoid distorting the cash flow in 2007 other current bank loans and overdrafts

in the amount of 1368.6 million were attributed to cash flows from financing activities

In this connection cash flow from operating activities was adjusted for the currency losses

recognized in profit or loss in the amount of 8.4 million that had not been realized in 2007

Reconciliation to cash and cash equivalents

31 Dec 2008 31 Dec 2007

Cash and bank balances
10847.5 4769.3

Other bank loans and overdrafts 1360.2

Reconciliation to Cash and cash equivalents

Current receivables from banking busIness 8428.0 9619.7

less loans to banks and customers with an original maturity of more than months 202.1 206.7

less avaIlable-for-sale debt Instruments -331.9

less available-for-sale fixed-Income securitIes money market Instruments

with an original maturIty of more than months 147.2

less derivative assets
-9.1

Current liabilities frombanking business 7916.3 -9125.9

plus short.term financing 15E
1360.2

Current liabilities from cash deposits by market participants 10220.7 -4016.2

10399.3 2368.9

Cash and cash equivalents 448.2 1040.2

In accordance with lAS Cash Flow Statements cash flows arising from transactions in

foreign currency are recorded in the entitys functional currency To this end the foreign

currency amount is translated into the functional currency at the exchange rate between

the entitys functional currency and the foreign currency at the date of the cash flow The

cash flows of foreign subsidiary with different functidnal currency than the parent com
pany are translated Into the parent companys functional currency at the exchange rates at

the dates of the cash flows Deutsche BOrse Group uses for this translation an average rate

based on the closing rates of each quarter The effect of exchange rate changes on cash

and cash equivalents held in foreign currency Is reported in the cash flow statement in

order to reconcile cash and cash equivalents at the beginning and the end of the period

The effect of exchange rate changes on cash and cash equivalents in financial year 2008

amounted to 11.7 million Unrealized exchange rate effects relating to receivables and

liabilities denominated in foreign currency are recognized as non-cash for the purposes of

the cash flow statement

Cash and bank balances as at 31 December 2008 included restricted bank balances

amounting to 10364.7 million 2007 4221.7 million for details see note 22
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Other Disclosures

41 Earnings per share

In accordance with lAS 33 earnings per share are calculated by dividing the net income

by the weighted average number of shares outstanding

In order to determine the average number of shares the shares repurchased and reissued

under the Group Share Plan GSP were included rateably in the calculation The shares

bought back under the share buy-back program were removed from the calculation of the

number of shares at the date of repurchase In order to determine diluted earnings per

share the number of potentially dilutive ordinary shares that may be acquired under the

GSP the Stock Bonus Plan SBP and the ISE Group Share Plan see also note 46 was

added to the average number of shares In order to calculate the number of potentially

dilutive ordinary shares the exercise prices were adjusted to reflect the fair value of the

services still to be provided

There were the following potentially dilutive rights to purchase shares as at 31 December 2008

CalculatFon of the number of poteritiafly dilutive ordinary shares

Adjusted

exercise price Number of

in accordance Aveiag number of Average price potentially dilutive

Tranche Exercise price with lAS 33 outstanding options for the period ordinary shares

31 D.c 2008 31 Dec 2008

26.88 26.88 18286 81.02 24434

40.20 40.20 37910 81.02 38201

2006 64.78 64.78 54048 81.02 21668

2007 36.61 140353 81.02 76935

2008 32.98 264009 81.02 156541

Total 317779

Volurn.wslghtsd avvs$s price of Dsutich BOris AG shams on Xofm for the perIod January to 31 Dammbsr 2008

Th 2004 to 2006 trencher oornpds opd.ns under the Group Shire Plan GSP
ThIs reia to nhto to shares undir the Slide Bonus Pvagmm SIP for Lancodve Board members and senior iricutlvsa

as waft an to dts to GSP shams under th ISE Group Share Plan

As the volume-weighted average share price was higher than the adjusted exercise prices

for the 2004 to 2008 tranches these stock options are considered dilutive under lAS 33
There were no further rights to subscribe for shares that could have potentially diluted

earnings per
shire either as at 31 December 2008 or as at 31 December 2007
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Calculation of earnings per share basic and diluted

2008 2007

Number of shares outstanding as at beginning of period 191888548 195597922

Number of shares outstanding as at end of period 185790599 191888548

Weighted average number of shares outstanding 190529299 193990686

Number of potentially dflutive ordinary shares 317.779 136840

Weighted average number of shares used to compute diluted earnings per share 190847078 194127526

Netincomem 1033.3 911.7

Earnings per share basic 5.42 4.70

Earnings per share diluted 5.41 4.70

42 Segment reporting

Segment reporting is governed by the internal organizational and reporting structure which

is broken down by markets and services Into the following segments

Internal organizational and reporting structure

Segment Business areas

Xetra cash market using the Xetza electronic trading system and floor trading

Central counterparty for equities

Trading platform for structured products Scoach

Admission of securities to listing

Eurex Electronic derivatives market trading platform Eurex

Electronic option trading platform ISE

Over-the-counter OTC trading platforms Eurex Bonds and Eurex Repo

Central counterparty for bonds derivatives and repo transactions

Eurex Clearing

Clearstream Custody administration and settlement services for domestic and foreign

securities

Global securities financing services

Investment funds services

Market Date Analytics Sales of price information and information distribution

index development end sales

Information Technology Development and operation of technical infrastructures

Provision of IT solutions

Corporate Services Group strategy

Central functions
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Deutsche Börse Group acquired 100 percent of the shares of International Securities

Exchange Holdings Inc ISE with effect from 19 December 2007 see note The

inclusion of the ISE subgroup in the consolidated financial statements as at 31 Decem
ber 2007 only affected segment assets and staff per segment in the prior year The results

of the ISE subgroup for 2008 have been allocated to the Eurex Information Technology

and Corporate Services segments as appropriate

Sales revenue is presented separately by external sales revenue and internal intersegment

revenue Inter-segment services are charged on the basis of measured quantities or at fixed

prices e.g the provision of data by Eurex to Market Data Analytics Services are

measured at market price and are charged on an arms length or cost-plus basis these

include services of the Information Technology segment such as application development

hours or data center services

Further services are billed to users on the basis of fully absorbed costs using an allocation

key for example the billing of building usage at absorbed costs excluding rental expense

provisions which remain in the Corporate Services segment on the basis of used space

The calculation of the underlying quantities Is based on the relevant usage price changes

are driven by changes in costs Overall there were no material changes required to be

reported under lAS 14

Due to their insignificance to segment reporting the financial income and financial

expense items have been combined to produce the net financial result

As financial control within Deutsche BOrse Group Is performed centrally by Deutsche

Börse AG cash and other bank balances as well as financial liabilities are usually not

allocated directly to the segments Exceptions to this are restricted bank balances and financial

instruments which were allocated to the segments as they relate to operational business
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Segment reporting

X.tra Eurex Clearstreamr--r-ir------
2008 2007 2008 2007 2008 2007

External sales revenue 399.4 435.0 1010.1 713.9 769.3 768.2

Internal sales revenue
8.7 9.3

Totalsalserevunue 399.4 435.0 1010.1 713.9 778.0 777.5

Net Interest Income from banking busIness 236.6 230.6

Own expensescapltallzed 8.3 12.0 20.6 14.4 9.2 8.8

Other operating income 14.7 16.7 78.3 59.2 0.5 4.3

Feeandcommlsslonexpensesfrombankingbuslness -177.8 -161.6

Staffcosts 25.6 40.9 62.3 44.9 102.2 -155.0

Depreciation amortIzation and Impeirment losses other than goodwill 7.2 10.4 61.9 16.6 24.3 50.6

Otheroperatlngexpens.es 165.3 164.3 385.1 277.1 -230.4 274.6

Totalresuitfromequltylnvestmsnts 4.9 2.0 -2.2 -5.7

Earnings before int.rsst tax and goodwIll Impairment EBtTA 219.4 250.1 597.5 443.2 489.6 379.4

Goodwill ImpaIrment

Cirninga before interest and tax CEBIT 219.4 250.1 597.5 443.2 489.6 379.4

Net financial result 0.3 0.1 24.5 12.0

EarnIngsbeforstaxEBT 219.7 250.2 622.0 455.2 489.6 379.4

IntangIble assets 30.5 29.7 2323.9 2264.6 1097.7 1109.8

Property plantand equipment 0.6 0.3 0.2 0.1 0.3

Investments In associates 1.4 1.6 140.1 23.8 1.4

Other assets 72.1 41.5 13200.3 64770.1 9055.4 10379.3

Total assets 104.6 72.8 134473.6 67058.7 10154.6 11489.4

Provisions and liabilIties 25.4 49.0 132601.2 65109.6 8047.3 9540.3

Netassets 792 23.8 1872.4 1949.1 2107.3 1949.1

investments In intangible assets property plant and equipment 8.5 12.6 20.9 14.4 12.1 9.1

Employees as at 31 December 177 167 355 282 964 925

EBITA margin %iI 549 57.5 59.2 62.1 63.6 49.4

The reconciliation cokiren hoas

Elimination at imrsoi ailes revenue and psatlts

Assets net attmlbiubls to the segments noncurrent financial seta lees equity msthod.accountsd investments and tax Items

Adnente due to the ospsdtoe reduetior alIke tax rats applied in thU course at the acquisition of SE ass also nets

Indudlng result hem uquity Investments

Based on the tatai of tesmal and external sales menu
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Market Data Analytics Information Technology Copor.te Services Total of all segments Reconciliation Group

2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

411

180.6 168.3 95.7 99.8 2455.1 2185.2 2455.1 2185.2

11.3 11.3 393.1 397.9 413.1 418.5 413.1 418.5

191.9 179.6 488.8 497.7 2868.2 2603.7 413.1 418.5 2455.1 2185.2

236.6 230.6 0.2 0.2 236.8 230.8

0.3 1.7 38.4 36.9 10.4 11.8 28.0 25.1

2.5 16.2 17.2 17.7 230.7 383.5 343.9 497.6 277.2 274.2 66.7 223.4

177.8 161.6 177.8 161.6

16.7 28.0 143.0 180.0 -71.6 117.4 421.4 566.2 421.4 566.2

2.0 -2.8 37.6 32.7 13.5 22.1 146.5 135.2 9.4 9.2 137.1 -126.0

82.0 -87.0 2062 202.5 169.9 156.4 1238.9 1161.9 691.2 692.2 547.7 469.7

12.9 8.6 5.8 4.9
5.8 4.9

106.9 88.3 119.2 100.2 24.3 87.6 1508.3 1348.8 0.1 2.9 1508.4 1345.9

106.9 88.3 119.2 100.2 24.3 87.6 1508.3 1348.8 0.1 2.9 1508.4 1345.9

0.4 0.5 64.7 5.3 39.5 7.3 1.6 39.5 8.9

107.3 88.8 119.2 100.2 89.0 82.3 1468.8 1356.1 0.1 1.3 1468.9 1354.8

8.7 11.1 12.9 12.9 1.6 1.0 3475.3 3429.1 28.8 29.1 3446.5 3400.0

0.6 1.0 57.2 57.7 50.1 39.1 108.9 98.3 108.9 98.3

13.7 10.5 156.6 35.9 156.6 35.9

36.1 31.3 33.2 30.0 907.7 770.9 142113.8 76023.1 52.8 69.4 142166.6 76092.5

59.1 53.9 103.3 100.6 959.4 811.0 1458546 79586.4 24.0 40.3 145878.6 79626.7

25.3 29.7 81.7 96.9 1845.2 1808.9 142626.1 76634.4 274.2 302.1 142900.3 76936.5

33.8 24.2 21.6 3.7 885.8 997.9 3228.5 2952.0 250.2 -261.8 2978.3 2690.2

0.4 2.8 39.1 43.2 23.9 9.4 104.9 91.5 10.4 11.8 94.5 79.7

160 199 1258 1216 481 492 3395 3281 3395 3281

59.2 52.5 24.4 20.1 n.e n.e n.e n.e n.a n.e 61.4 61.6
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In gross terms i.e including intercompany profits and losses and costs that cannot be

capitalized at the Group level which are all eliminated impairment losses excluding

goodwill of 2.1 million were attributable to the Reference Data Factory and Self

Collateralisation systems in the Clearstream segment 2007 4.1 million for Reference

Data Factory as well as to the ISE software amounting to 5.0 million 2007
million

Non-cash valuation allowances and bad debt losses resulted from the following segments

Breakdown of non-cash valuation allowances and bad debt losses

2008 2007

rn Sm

XetTa 2.0 0.6

Eurex 0.4 0.1

Clearatream

Market Data AnalytIcs 0.7 0.4

InformatIon TechnoIo 2.6 0.1

Corporate SeMces 0.2 0.1

Total 5.9 1.3

The decrease in other operating income in the Corporate Services segment is result of the

allocation of income from the sale of property in Luxembourg held for sale and income

from the sale of buildings and investment property see note to this segment in 2007

Assets and liabilities are allocated to the individual segments on the basis of objective

criteria Assets that cannot be allocated to the segments as well as minority interests

are disclosed in the reconciliation column

Deutsche BOrse Groups business model and in particular that of its Xetra Eurex

Clearstream and Market Data Analytics segments focused on an internationally

operating participant base and pricing does not differ depending on the customers

location From price margin and risk perspective this means that it is unimportant

whether revenues are generated from German or non-German participants

The risks and returns from the activities of the subsidiaries operating within the economic

environment of the European Monetary Union EMU do not differ significantly from each

other on the basis of the factors to be considered in identifying the geographical segments

under lAS 14 As result Deutsche BOrse Group has identified the following geographical

segments the euro zone rest of Europe the Americas and Asia/Pacific
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Sales revenue is allocated to the individual segments according to the customers domicile

while net assets and investments are allocated according to the companys domicile and

employees according to their location

Secondary segments

Total of iii

Euro zone Rest of Europe Americas AsiWPacIfic segments Reconciliation Groupr-rir1r---
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007

Sm Sm Sm Sm Sm Sm Sm Sm Sm Sm Sm Sm Sm

Sales revenue 1642.5 1647.7 851.3 835.5 331.4 72.0 43.O 48.S 2868.2 2603.7 413.1 418.5 2455.1 2185.2

Net assets 1265.1 1079.5 112.2 103.6 1851.2 1768.9 3228.5 2952.0 250.2 261.8 2978.3 2690.2

Investments 99.8 91.4 0.1 0.1 5.0 104.9 915 10.4 11.8 94.5 79.7

Number of

employees 2770 2742 316 217 280 295 29 27 3395 3281 3395 3281

Indudis uI Ievsnue amounting to 1.2 mIIIlon.2007 4.4 vdIIlon from customss In Nile

43 Financial risk management

Deutsche Börse Group presents the qualitative disclosures required by IFRS in detail in

the Group management report see explanations in the risk report on pages 100 to 108
such as the nature and extent of risks arising from financial instruments as well as the

objectives strategies and methods used to manage risk

Financial risks arise at Deutsche BOrse Group mainly in the form of credit risk market

price risk and liquidity risk and are quantified using the value at risk VaR concept

please refer to the risk report for detailed disclosures The VaR calculated in this way

is compared with the current forecasted EBITA so as to test the Groups ability to absorb

losses The VaR from financial risks Is calculated at the end of each month and as in

the previous year it amounted to less than 100 million throughout the financial year

and at 31 December 2008 The market price risk and liquidity risk are not material risk

categories for the Group consequently the VaR is largely determined by credit risk

Based on the market environment and Deutsche BOrse Groups business model the Execu

tive Board considers the risks for the Group to be limited and manageable The Group has

taken suitable measures to prevent potential losses arising from the financial market crisis

see the disclosures in the risk report on page 100 to 108
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Credit risk

Credit risks arise in Deutsche BOrse Group from the following items

Cassi1cation of financaI instruments

Carrying amounts

maximum risk position Collateralr----...-..

Amount as at Amount as at Amount as it Amount as at

Segment Plots 31 Dec 2008 31 Dec 2007 31 D.c 2008 31 D.c 2007

Collateralized cash investments

Overnight money invested under securities Eurex

repurchase agreements l5OO.2 60.9 1584.3 74.0

interest-bearingreceivabues Ciearstream 15 200.0 200.0 194.1 189.4

Reverse repurchase agreements Eurex 8381.4 3789.0 8456.4 3842.0

Ciearstream 19 2910.9 2278.4 2937.0 2575.9

Corporate

Services 100.5 100.5

13093.0 6328.3 13272.3 6681.3

Uncollatsraliz.d cash investments

Money market placements Eurex 76.5 87.0

Ciearstresm 19 2876.7 5629.5

Corporate

Services 141.0 354.7

Baiancesonnostroaccounts Ciearstream 19 1349.2 711.2

Group 75.6 53.9

Fixed-income securities money market Clearstream

instruments 19 147.2 135.2

Other fixed-income securities Ciesrstream 1519 739.8 314.9

Floating rates notes Clearatream 148.4

5554.4 7286.4

Loans for settling securities transactions

Technical overdraft facilities Cle.rstream 722.3 799.8 na na
Automated Securities Fails Financing Ciearstream 538.4 638.3 738.0 804.8

ASipius securities tending Clearstresm 6179.1 28119.3 6908.7 29381.5

Committed credit fscHlties for customers without Ciearstresm

own TARGET2 accounts
9.9 51.8 10.0 52.2

7449.7 29609.2 7656.7 30238.5

rotal

26097.1 43223.9 20929.0 36919.8
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Carrying amounts

maximum risk position Collateral

Amountasat Amountasat Amountasat Amountisat

Segment Note 31 D.c 2008 31 D.c 2007 31 Dec 2008 31 Dec 2007

Balance brought forward
26097.1 43223.9 20929.0 36919.8

Other receivables

Trade receivables Group 210.7 235.5

Associate receivables Group 5.7 4.4

Receivables from other Investors Group 1.0 1.4

Interest receivables Clearetream 19 80.4 65.3

297.8 306.6

Flnanclai instruments of Eurx Clearing AG

centraicounterparty 18 121684.3 60424.0 148773.1 89951.5k

DerivatIves
16 17

1921 11.6 17.1

Total
148090.8 103971.6 169702.1 126871.3

PvsusMsd in the dams rsutflad bank belancat and cth.r renA and bank beincas

Thi p0410110 of daponitad collatsral Is not directly atolbutsd to any utlllzstlcn but Is duturminad by the scope of thu sAtire buotnius rulatlonshlp and the limits grant.d

0ff.balsnce.sh.ut Items

Total affair value Cf cash and uscufltlss cnitutval dupoltad far margins 64794.4 mIlton 2007 48139.5 mINion plus sscudtiss
underlying r.purthase egrssm.nts CCP
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Deutsche Börse Group is exposed to credit risk in connection with the investment of cash

funds The Group mitigates such risks by investing short-term funds to the extent possible

on collateralized basis e.g via reverse repurchase agreements

According to the treasury policy only bonds with minimum rating of AA issued by gov

ernments supranational institutions and banks are eligible as collateral In the course of

the financial crisis eligibility criteria have been tightened to allow only government issued

or government backed securities

The fair value of securities received under reverse repurchase agreements Clearstream

subgroup Eurex Clearing AG and Deutsche BOrse AG was 11493.9 million 2007
6417.9 million The Clearstream subgroup is allowed to repledge the securities received

to central banks

The fair value of securities repledged to central banks amounted to 2937.0 million

at 31 December 2008 2007 2305.9 million The contract terms are based on

recognized internatiohal or national bilateral master agreements

Uncollateralized cash Investments are permitted only for counterparties with impeccable

creditworthiness within the framework of defined counterparty limits or in the form of

investments in money market funds The Clearstream subgroup assesses creditworthiness

on the basis of an Internal rating system The remaining Group companies use external

ratings available to them Within the framework of previously defined counterparty limits

Group companies that do riot have bank status can also invest cash with counterparties

that are not externally rated but instead are members of deposit protection scheme The

corresponding counterparty limits are always well below the liability limits of the relevant

protection scheme

Part of available-for-sale fixed income securities held by Clearstream are pledged with

central banks to collateralize the settlement facility obtaihed The fair value of pledged

securities was 754.1 million as at 31 December 2008 2007 270.3 million
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Clearstream grants customers technical overdraft facilities to maximize settlement

efficiency These settlement facilities are subject to internal credit review procedures

They are revocable at the option of the Clearstream subgroup and are largely collateralized

Technical overdraft facilities amounted to 83.6 billion at 31 December 2008 2007
64.9 billion Of this amount 3.0 billion 2007 3.6 billion is unsecured whereby

large proportion relates to credit lines granted to central banks and other state-guaranteed

institutions Actual outstandings at the end of each business day generally represent

fraction of the facilities and amounted to 722.3 million as at 31 December 2008 2007
799.8 million see note 19

Clearstream also guarantees the risk resulting from the Automated Securities Fails

Financing program it offers to its customers However this only applies when the risk is

collateralized In the absence of cotlateral this risk Is covered by third parties Guarantees

furnished under this program amounted to 538.4 million as at 31 December 2008

2007 638.3 million

Under the ASLplus securities lending program Clearstream Banking S.A had securities

borrowings from various counterparties totalling 6179.1 million as at 31 December

2008 2007 28119.3 million These securities were fully lent to other counterparties

Collateral received by Clearstream Banking S.A in connection with these loans amounted

to 6908.7 million 2007 29381.5 million

As part of the national securities settlement process Clearstream Banking AG provided

credit facilities amounting to maximum of 53.0 million 2007 85.0 million to

customers without their own TARGET2 account against collateral security Of this amount

9.9 million was committed as at 31 December 2008 2007 51.8 million The

fair value of collateral received under these credit commitments was 10.0 million

2007 52.2 million

In 2008 no losses from the credit business occurred on any of the types of transaction

described
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Trading settlement and custody fees are generally collected without delay by direct debit

Fees for other services such as the provision of data and information are mainly settled

by transfer As result of default by customers receivables of 7.6 million relating to fees

for trading and provision of data and IT services are not expected to be collectable

To safeguard Eurex Clearing AG against the risk of default by clearing member the

clearing conditions in the version dated December 2008 require the clearing members

to deposit margins in the form of cash or securities on daily basis or an intraday basis

in the amount stipulated by Eurex Clearing AG Additional security mechanisms of Eurex

Clearing AG are described in detail in the risk report

The aggregate margin calls based on the executed transactions was 54054.5 million at

the reporting date 2007 29825.0 million In fact collateral totalling 64794.4 mil

lion 2007 48139.5 million was deposited

Composition of Eurex Clearing AGs collateral

Carrying carrying Fair value Fair value

amount as at amount as at as at as at

31 Dec 2008 31 Dec 2007 31 Dec 2008 31 Dec 2007

Cm Cm Cm Cm

Cash collateral cash deposits 10216.2 4011.3 10216.2 4011.3

Securities and boolc-entry securities collateral 54578.2 44128.2 62974.5 48800.0

Total 64794.4 48139.5 73190.7 52811.3

There were also third-party bank guarantees for clearing mmbers of Eurex Clearing AG

amounting to 182.4 million and CHF15.3 million as at the year-end 2007 194.0 million

In 2008 one counterparty defaulted on the types of transaction described However the

participants outstanding positions were covered at all times by the deposited collateral

In contrast to the risk-oriented net analysis of the transactions via the central counterparty

the underlying gross amounts for repurchase agreements for example are reported in the

balance sheet because of the prohibition on netting receivables and liabilities For detailed

explanation of this balance sheet item see section FinancIal instruments of Eurex

Clearing AG central counterparty in note while note 18 shows an analysis of the

carrying amount of 121684.3 million at 31 December 20082007 60424.0 million

The fair value of the securities underlying repurchase agreements was 83978.7 million

2007 41812.0 million
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Deutsche Börse Groups business model and the resulting business relationships with

large part of the financial sector mean that as rule concentrations of risk on individual

counterparties are avoided Potential concentrations of credit risk are monitored against

counterparty credit limits The regulatory requirements such as those arising under the

GroMIKV GroBkredit- und Millionenkreditverordnung the Regulation Governing Large

Exposures and Exposures in Excess of million in Germany are complied with The

internally defined limits are below those stipulated by the GroMiKV or similar national

rules See note 23 for an explanation of regulatory capital requirements

The VaR from credit risks is calculated at the end of each month As in the previous year

over the course of the financial year as well as on 31 December 2008 it was always less

than 100 million

Market prIce risk

As part of the annual planning the treasury policy of Deutsche Börse Group is implement

ed in such way that any net earnings exposure from currencies is hedged through foreign

exchange transactions If the unhedged exposure exceeds 10 percent of consolidated EBIT

In addition the policy stipulates that intraperiod open foreign exchange positions are

closed when they exceed 15.0 million This policy was complied with as in the previous

year as at 31 December 2008 and 2007 there were no significant net foreign exchange

positions see note 17

Currency risks in the Group arise mainly from the operating results and balance sheet of

ISE which are denominated In US dollars plus that part of Clearstreams sales revenue

and interest income less expenses which is directly or indirectly generated in US dollars

As at 31 December 2008 ISE accounted for 24 percent of the Eurex segments sales

revenue In addition the Clearstream segment generated sales revenue and interest

income 12 percent 2007 14 percent directly or Indirectly in US dollars

Eurex receives interest on intraday margin calls paid in US dollars These exposures are

partially offset by operating costs incurred in US dollars

Acquisitions where payment of the purchase price results In currency risk are generally hedged

The Group hedged its investment in ISE partially against foreign currency risks using fixed-

income US dollar debt securities The Investment in ISE hedged item constitutes

net investment in foreign operation The US dollar securities designated as hedging

instruments for the net investment hedge were issued in nominal amount of

US$460 million
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Interest rate risks in the operating business arise largely in the Clearstream segment As

forecasts of future cash balances are inherently uncertain derivatives see note 17 may
be used to lock in fixed rates on part of the expected cash balances Interest rate swaps
are primarily used when forward interest rates are judged to be attractive Transactions

entered into during 2008 to hedge the interest rate risk resulting from the reinvestment

of customer cash balances during the remainder of 2008 and in 2009 fulfill the criteria to

be recognized as cash flow hedges under lAS 39 Financial Instruments Recognition and

Measurement Transactions entered into during 2007 to hedge the interest rate risk result

ing from the reinvestment of customer cash balances in 2008 fulfilled those criteria until

October 2008 when hedge effectiveness fell outside the ineffectiveness limits stipulated

by lAS 39 80 percent to 125 percent Hedge accounting was therefore discontinued and

related interest rate swaps have been reclassified as trading derivatives

During 2008 Clearstream further limited its exposure to interest rate risk resulting from

the reinvestment of future cash balances by acquiring nominal 300 million fixed-income

securities with maturity dates varying from 16 October 2009 to 29 October 2009 Such

securities though are not part of hedging relationship as defined by lAS 39 They are

recognized as available-for-sale financial assets

Interest rate risks arise further from debt financing of acquisitions The acquisition of ISE was

initially financed through short-term loans amounting to around 1.5 billion These were

replaced in 2008 by senior and hybrid debt Senior debt was issued in euros and US dollars

with tenors of five to twelve years and fixed coupons for the life of the instruments The hybrid

debt issue has fixed coupon for the first five years to be refixed In case the instrument is

not called

Equity price risks arise to limited extent from contractual trust arrangements CTAs as

well as from investments in an equity index-based exchange-traded fund In addition

there are equity price risks arising from strategic equity investments in other exchange

operators

For market price risks that can arise in connection with cash investments or borrowing

as result of fluctuations in Interest rates and foreign exchange rates as well as through

hedging corporate transactions VaR is calculated at the end of each month Over the

course of the financial year and on 31 December 2008 it was always less than million

In financial year 2008 impairment losses amounting to 10.0 million were recognized in

income for strategic investments that are not Included in the VaR for market price risk

LiquidIty rIsk

Liquidity risk may arise from potential difficulties in renewing maturing financing such

as Commercial Paper and bilateral and syndicated credit facilities In addition required

financing for unexpected events may cause liquidity risk Most of the Groups cash invest

ments are short-term to ensure availability of liquidity should the need arise
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Liquidity risk arises from potential difficulties to meet current and future cash flows and

collateral needs in support of the settlement activities of Clearstreams customers Liquidity

risk is managed by matching the duration of investments and
liabilities restricting invest

ments in potentially illiquid or volatile asset classes authorizing the Clearstream subgroup

to repledge securities received with central banks and maintaining sufficient financing

facilities to overcome unexpected demands for liquidity Most of the Groups cash invest

ments are short-term

Eurex Clearing AG remains perfectly matched with respect to the durations of received

customer cash margins and investments while the Clearstream subgroup may invest

customer balances up to maximum of six months see note 34 for an overview of the

maturity structure

Contractuay agreed credit lines

Amount as at Amount as at

Company Purpose of credit line
Currency 31 D.c 2008 31 D.c 2007

million million

Deutsche Börse AG
working capital interday 405.0 435.0

Eurex Clearing AG settlement Interday 370.0 370.0

settlement
intraday 700.0 700.0

settlement
interday CHF 200.0 200.0

Clearstream Banking S.A working capital Interday USS 1000.0 1000.0

settlement in Germany

uncommitted interday 3500.0 4375.0

Clearstream Banking AG domestic settlement in

Germany committed
interday 9.9 51.8

18400.0 milton ut Deutsche Blue AGs wouklng capital cmdit line subcsdit line

ut Clwstrsaun Banking SAs US$1000.0 miNion woutdng capital credit line

Clearstream Banking S.A has bank guarantee letter of credit in Euroclears favour

issued by an international consortium to secure daily deliveries of securities b1ween

Euroclear and Clearstream This guarantee amounted to US$5600 million as at 31 De
cember 2008 31 December 2007 US$5600 million Euroclear has also issued

corresponding guarantee in Clearstreams favour

Furthermore Eurex Clearing AG holds credit facility of US$2.1 billion granted by

Euroclear in order to increase the settlement efficiency

commercial paper program offers Deutsche BOrse AG an opportunity for flexible short-

term financing involving total facility of 2.5 billion In various currencies As at year-

end outstanding Commercial Paper amounted to 202.0 million 31 December 2007

million

Clearstream Banking S.A Luxembourg also has commercial paper program with

program limit of 1.0 billion which Is used to provide additional short-term liquidity As

at 31 December 2008 commercial paper with nominal value of 35.0 million had

been issued 31 December 2007 242.2 million
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As in the previous year Standard Poors assessed Deutsche BOrse AGs long-term credit

rating at AA as at 31 December 2008 Deutsche Börse AGs commercial paper program

was again awarded the best possible short-term rating of Ai

The long-term credit ratings by Fitch and Standard Poors for Clearstream Banking S.A

also remained unchanged over the previous year at AA As in the previous year Clear-

stream Banking S.A.s commercial paper program was rated F1 by Fitch and A1 by

Standard Poors

Over the course of the year the VaR from liquidity risks was always less than million

at the end of each month as well as at 31 December 2008 as in the previous year

44 Other financial obligations

Group expenses in connection with long-term contracts relating to maintenance contracts

and other contracts in the coming years amount to 175.9 million 2007 157.1 million

Breakdown of future financial obligations

31 Dec 2008 31.12.2007

Cm Cm

Uptolyear 112.2 94.4

lto5yeare 53.6 51.1

Morethan5ye.rs 10.1 11.6

Total 175.9 157.1

Obligations resulting from Insurance policies amount to 5.6 million in 2009 2008
5.9 million

Deutsche BOrse AG completed an Investment protection bgreement with SIX Group AG If

SIX Group AG reduces Its Indirect share In the profit of Eurex companies the agreement

obligates Deutsche BOrse AG to make compensatory payment to SIX Group AG for the

reduction of the Indirect share in International Securities Exchange Holdings Inc

In connection with the cooperation agreement between SIX Group AG and Deutsche Börse AG

with regard to both parties participation In Scoach Holding S.A Deutsche Börse AG has the

right at the end of the cooperation after expiration of the term or termination of the agree

ment to maintain the holding as sole shareholder under certain circumstances This right

results in potential obligation on Deutsche Börse AG to make compensatory payment

to SIX Group AG if the fair value of Scoach Europa AG develops better than that of Scoach

Schweiz AG



fr ncIs Jotos

45 Leases

Finance leases

Finance leases relate to IT hardware components that are used operationally in Deutsche

Börse Group and are not subleased

Minimum lease payments from finance leases

31 Dec 2008 31 Dec 2007

Sm Sm

Up to year 0.2 0.4

lto5years 0.6 1.3

Total 0.8 1.7

Discount -0.1 -0.1

Present value of minimum sea payments 0.7 1.6

No contingent rent is provided for under the terms of the leases The corresponding agree

ments do not contain any escalation clauses

Operating leases as lessee

In addition to finance leases the Group has also entered into leases that must be classified

as operating leases on the basis of their economic substance this means that the leased

asset is allocated to the lessor These leases relate mainly to buildings IT hardware

and software

Minimum lease payments from operating leases

31 D.c 2008 31 Dec 2007

Sm Sm

Up to year 73.3 72.5

lto5yesrs 146.6 160.2

More than years 118.6 108.6

Total 338.5 341.4

In the year under review 72.2 million 2007 57.2 million in minimum lease payments

was recognized as an expense

Operating teases for buildings some of which are sublet have terms of between one and

16 years They usually terminate automatically when the lease expires The Group has

options to extend some leases
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Part of the Groups rented offices are sublet to third parties

Rental income expected from sublease contracts

31 Dec 2008 31 Dec 2007

Uptolyear 4.9 6.7

to years 2.8 5.8

Mofeth.n5years

Total
7.7 12.5

46 Phantom Stock Option Plan Stock Bonus Plan and

Group Share Plan

Phantom Stock Option Plan

Following its IPO on February 2001 Deutsche Bôrse AG established phantom stock

option program for Executive Board members and senior executives of Deutsche Börse AG

and its subsidiaries The program was extended to members of the Supervisory Board

effective from 28 May 2003 however this extension was revoked under an amendment

to the Articles of Association dated 25 May 2005 The options were granted under the

phantom stock option plan for Executive Board members and senior executives for the last

time in 2006 and the plan was replaced by new stock bonus plan in 2007 see below

The same valuation model was applied to all options granted under the phantom stock

option plan The value calculated best reflects the value of the services received The

phantom stock options have maximum term of five years and vesting period of three

years The options can be exercised in each quarter of the subsequent two years in 14-day

exercise windows If options have not been exercised by the last day of the exercise period

the holder is treated as if he had exercised the options The amount of the cash payout

depends on the relative performance of Deutsche Börse AG shares adjusted for dividend

payments against the Dow Jones STOXX 600 Technology Index EUR Return as the

benchmark Index 1.00 per percent outperformance

In accordance with IFRS an adapted exchange options model spread option model

was used to calculate the value of the stock options
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Vakiatort parameters for stock options

nat asat

31 Dec 2008 31 Dec 2007

60-day average of Deutsche Boise AG shares 56.15 116.65

60-day average of Di STOXX 600 TechnoIor EUR Return Points 206.24 406.02

Volatility of Deutsche Boise AG shires 52.6-66.2 26.7-38.0

Volatility of Di STOXX 600 Technolom EUR Returnn 33.5-48.4 18.528.2

Correlation2 60.1-64.9 17.8-44.0

The undedling voletility ci the kldnddml trandles was Tranche 2004 56.2 pircant 200730.0 psrcsnt Tr.nche 200566.2 percent

2007 28.1 percent and Trundle 2006 52.6 pabst 2007 26.7 percent

The volatility ci the index was Wandw 2004 48.4 percent 2007 19.8 percent Trundle 200542.0 percent 200718.5 percent and

Trundle 2006 33.5 percent 200721.2 percent

The corrsletlon was Trundle 2004 60.1 percent 2007 44.0 percent Tranch 200564.9 percent 2007 40.7 percent and Trundle

2006 61.3 percent 200736.5 percent

The option pricing model does not include any exercise hurdles and assumes that options

will be held for the maximum holding period The volatilities applied correspond to the

market volatilities of comparable options with matching maturities

Valuation of stock options

Tranche 2004

Tranche 20052

Tranch 2006

Balance as at

31 D.c 2008

Number

3182

15.727

389759

Opening share

20.43

20.96

41.55

Opening Index

Points

320.21

302.64

365.27

Intrinsic valuW

option

210.43

199.74

78.68

Option value/

option

210.43

199.74

76.50

Total 40668

Payment Provision as at

obligatIon 31 D.c 2008

0.7 0.7

3.1

30.7 29.8

34.5 33.6

Adjusted or account ci ce.porsta actions

The 2004 end 2005 trenches La total @118909 coftons were .rerclaabls as at 31 December 2008

In accordance with IFRS the full value of the stock options in the 2006 tranche is

added to provisions proportionately over the vesting period of the options Provisions

amounting to 33.6 million 2007 188.1 million were recognized as at the closing

date of 31 December 2008 They do not comprise any long-term provisions 2007
43.2 million Members of the rxecutive Board accounted for 6.3 million of the

total provisions 2007 21.8 million and members of the Supervisory Board for

0.4 million 2007 2.0 million In the year under review the decline in outperform

ance resulted in Income amounting to 6.0 million 2007 expense of 142.0 million

Thereof 1.1 million 2007 expense of 17.1 million was attributable to members of

the Executive Board and 0.4 million 2007 expense of 1.4 million was attributable

to members of the Supervisory Board For details on the stock options granted to mem
bers of the Executive Board please also refer to the remuneration report pages 66 to 72
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Change in number of stock options allocated

Balance as at OptIons Options Balance as at

31 Dec 2007 exercised forfeIted 31 Dec 2008

To the Supervisory Board 4.480 2660 1820

To the Executive Board 115407 32558 82849

Tootherseniorexecutives 646742 310781 11962 323999

Total stock optIons allocated 766629 345999 11962 408668

The average exercise price of the 345999 2007 157159 stock options paid out during

the year under review amounted to 428.40 2007 240.53

Stock Bonus Plan SBP
The Company had introduced Stock Bonus Plan SBP for the members of the Executive

Board and senior executives in 2007 as long-term Incentive component It replaced the

phantom stock option plan of previous years In the year under review the Company es

tablished an additional tranche of the SBP program

In addition the 2007 and 2008 tranches of the Stock Bonus Plan were also introduced for

the US subsidiary International Securities Exchange Holdings Inc in accordance with the

resolution of ISEs Compensation Committee

In order to participate in the SBP beneficiary must have earned bonus The number

of SBP shares granted is determined by the amount of the individual and performance-

based SBP bonus divided by the Companys market share price closing auction price of

Deutsche Bôrse shares in electronic trading on the Frankfurt Stock Exchange on the date

the bonus is determined Neither the converted SBP bonus nor the number of SBP shares

is paid at the time the bonus is determined Rather the entitlements for Executive Board

members are received two years after being granted and for other senior executives in each

case on 31 January of the calendar year after next I.e after the waiting period Within

this period beneficiaries cannot assert shareholder rIghts in particular the right to receive

dividends and attend the Annual General Meeting The beneficiaries claims resulting from

the SBP are calculated on the first trading day following the last day of the waiting period

The current market price on that day closing auction price of Deutsche Börse shares in

electronic trading on the Frankfurt Stock Exchange is multiplied by the number of SBP

shares The Company has the option to settle beneficiarys claim in cash or shares

In accordance with IFRS the Company uses an adjusted Black-Scholes model Merton

model to calculate the fair value of the SBP shares
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Valuation parameters for SBP shares

Trench 2008 Trenche 2007 Tranche 2007

ISE

Term until
years years year

Risk-free interest rate 1.83 3.21 3.21

latility 52.62 35.95 35.95

DMdend yield 4.55 2.20 2.20

Exercise price

The t.rm or waiting period for Exacuttes Board m.mb.re is two years from the grant date For utter senior eascritivea the term or waiting

period ends in each case on3I January of the yssr alter neat

The valuation model does not take exercise hurdles into account The volatilities applied

correspond to the market volatilitles of comparable options with matching maturities

Valuation of SBP shares

Deutsche B8rse AG

Balanc as at share price as it IntrInsic value Fair viiue/ Settlement Reserves as at

31 D.c 2008 31 Dec 2008 option cptlon oblIgatfon 31 D.c 2008

Number Cm

Tranche 2007 103395 50.80 104.89 100.59 10.8 6.6

Tranche 2007 SE 33326 50.80 65.04 62.62 2.2 1.0

Tranthe 2008 397169 50.80 50.80 46.30 20.2 5.6

Total 533890 33.2 13.2

There was no portfolio of eraid$sbls S8P shares ae at 31 December 2008

Asatthegmntdets

Asat the maturity date

As the grant date for the 2008 trench Is nut until the 2009 financIal yur the number Indicated for the balance sMut date may change subasquend

In accordance with IFRS the total amount for the number of SBP shares is measured at

the fair value on the grant date or the reporting date and recognized in the incbme state

ment over the three year vesting period Shareholders equity is Increased accordingly

At the 31 December 2008 balance sheet date reserves in the amount of 13.2 million

31 December 2007 4.2 million were reported 13.2 million of these reserves is

long-term 2007 4.2 million and 3.3 million 2007 0.9 million was attribut

able to members of the Executive Board The total expense for the number of SBP shares

was 9.0 million 2007 4.2 million Of this 2.3 million was attributable to members

of the Executive Board 2007 0.9 million For details on the projected number of SBP

shares that are could be granted to members of the Executive Board please also refer to

the remuneration report pages 66 to 72
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Change in number of SBP shares aHocated

Balance as at Additions Additions Options Options Balance as at

31 Dec 2007 Trench 2007 Trenc 2008 .x.rcis.d forfeIted 31 Dec 2008

Tothe Executive Board 23422 7665 90223 121310

To other Senior executIves 82405 33326 306946 10097 412580

Total 105827 40991 397169 10097 533890

lime additions atao Include ISEs emplayeN claims or rights to SBP shares

21K the grant date for the 2008 tmndie Is untIl the 2009 flnsndal the number indicated for the balance ihedi date may change subsequently

Group Share Plan GSP
Following the Annual General Meeting on 21 May 2008 the Company established an

additional tranche for the Group Share Plan In addition the employeesof the US subsidiary

International Securities Exchange Holdings Inc ISE were permitted to participate in the

Group Share Plan established specifically for lSE for more information see the corresponding

section below

Employees of the Deutsche Bôrse Group who are not members of the Executive Board or

senior executives have the opportunity to subscribe for shares of Deutsche Börse AG at

discount of 30.or 40 percent 2007 between 20 and 40 percent of the issue price

respectively This discount is based on the employees performance assessment and length

of service Under the GSP 2008 tranche and depending on their basic salary eligible

employees were able to buy up to 30Y shares of the Company 2007 400 shares For

the first time eligible employees received two 2007 one additional Deutsche Borse

shares bonus shares for every ten Deutsche BOrse shares purchased Both purchased

and bonus shares must be held for at least two years

From 2003 to 2006 employees participating in the GSP received an additional stock

option for each share acquired through the GSP which they can exercise after two years at

fixed premium to the issue price The issue price of these additional options consists of

the exercise price which corresponds to the volume-weihted average price of the shares

in the closing auctions In Xetra trading on the ten trading days prior to the stock options

grant date but at minimum to the closing price on the grant date of the stock options

plus premium of 20 percent of the exercise price Options could not be exercised In the

first two years and expire without compensation If not exercised within six years Follow

ing the capital Increase from retained earnings in 2007 each Individual option entitles the

holder to subscribe for two Deutsche Börse shares unless Deutsche BOrse AG exercises its

right to settle in cash
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In accordance with IFRS the stock options allocated under the 2004 to 2006 tranches

were measured at their fair value at the grant date and the options allocated under the

2003 tranche were measured at their fair value at the balance sheet date The fair value of

the options was calculated using Merton model and applying the following assumptions

Vauation pararreters for GSP options

Trench 2003 Trench 20041 Tr.nch 2005 Tranch 2006

Term until 30 June 2009 30 June 2010 30 June 2011 30 June 2012

Risk-free Interest rate 1.61 3.86 2.79 3.93

latIIfty of

DeutecheBorseAGshares 79.18 19.15 21.37 37.68

Deutsche Bse AG share price 50.80 20.95 33.45 54.55

Dividend yield 1.61 1.46 2.50 2.63

Exercise price 28.41 25.92 38.85 63.90

Fair value 44.78 5.59 8.78 28.90

Valuation p.racnuteis and fair valus at ta balance sheat dat 31 D.csmbsr 2008

%lustlon perematsio and fair valu at the rant data

Mi coriisqu.nce ci the cccpcrate athlois Impisinertad thu sesidse pdca of 55.33 was adjusted

Apart from the vesting period the valuation model does not include any exercise hurdles

and assumes that options will be held for the maximum holding period The volatilities

applied correspond to the market volatilitles of comparable options with matching maturities

In total eligible employees subscribed for total of 112883 2007 240808 shares

under the GSP These shares were all purchased in the market The dIfference between the

average purchase price and the average subscription price paid by employees amounting

to 5.7 million 2007 8.8 million Was charged to staff costs

In the year under review net income totalling 1.5 million 2007 expense of 3.2 mil

lion was recognized in staff costs for all GSP-related stock options Of this amount an

expense of 0.9 million 2007 0.9 million related to equity-settled share-based pay

ments and income of 2.4 million to cash-settled share-based payments
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The 2003 tranche stock options recognized as provision for full details please refer

to note are measured at current market prices at the closing date concerned At the

balance sheet date this provision amounted to 0.5 million 2007 2.9 million this

amount reflects the intrinsic value of the options that were exercisable at the balance

sheet date

Change in number of GSP options allocated

Balanc as at Options Options Balance as at

31 D.c 2007 exercIsed forfeIted 31 Dec 2008

Tranche 2OO3 13552 1125 150 12277

Tranche 2004 20940 4045 250 16645

Tranche 2005 43682 8750 150 34782

Tranthe 2006 55892 2.178 1692 52022

Total 134066 16098 2.242 115726

Exsrdsabls It 31 December 2008 total af 11 5fl6 options from the 2003 to 2006 tranchs

2007 78.174 from the 2003 to2005tvancbes

The weighted average share price for the options exercised in the year under review

amounted to 88.33 2007 95.22

ISE Group Share Plan

The Group also established Group Share Plan for the 2008 tranche for employees of the

US subgroup ISE in the year under review and enabled subsequent participation in the

2007 tranche as salary component with long-term incentive Eligible employees have

the opportunity to acquire number of shares in Deutsche BOrse AG based on their earned

bonus plus an additional personal contribution The purchase price for the shares which is

reduced by 90 percent is paid from the granted GSP bonus and an additional contribution

by the employee One third of the shares of the 2007 tranche are subject to vesting

period of one year and two thirds to vesting period of two years For the 2008 tranche

three year waiting period beginning at the grant date has been agreed Neither the GSP

bonu nor the number of GSP shares is paid at the time the bonus is determined but

instead after one or two years have expired for the subsequently granted 2007 tranche

and after three years have expired for the 2008 tranche beginning at their grant date

waiting period Within this period beneficiaries cannot assert shareholder rights in par

ticular the right to receive dividends and attend the Annual General Meeting

The shares are delivered no later than 45 days after the waiting period has expired The

shares are all purchased in the market The difference between the average purchase price

and the reduced subscription price is charged to staff costs
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In accordance with IFRS the Company uses an adjusted Black-Scholes model Merton

model to calculate the fair value of the GSP shares

Valuaion parameters for SE GSP shares

Tranche 2007 Tranche 2007 Tranche 2008

Term untIl 31 Jan 2009 31 Jan 2010 31 Jan 2011

Risk-free interest rate 3.21 3.21 1.83

Wiatility 35.95 35.95 55.62

Deutsche BOrse AG share price 50.80 5080 50.80

Dividend yield 2.93 2.93 4.55

Exerciseprice

Fair value 78.57 76.33 46.30

The valuation model does not take exercise hurdles into account The volatilities applied

correspond to the market volatilities of comparable options with matching maturities

Valuation of SE GSP shares

Deutsche

Prolected BOre AG sham

balance as at price as at IntrinsIc value/ Fair vaiue/ Settlement Reserves as at

31 D.c 2008s 31 Dec 2008 optIon optIon oblIgation 31 Dec 2008

Number Cm Cm

Tranche 2O07 10216 50.80 78.77 78.57 0.8 0.6

Tranche 2007 20432 50.80 78.77 76.33 1.6 0.5

Tranche 2008 92294 50.80 50.80 46.30 4.3 0.8

Total 122942 6.7 1.9

No SE G$P shares were es.clsabls as at 31 December2009

Asatth grant date

As at the metuflty date

SE GSP shares from the 2007 tranche aspIring on3l January 2009

ISE GSP shares from the 2007 tranche aspiring on 31 January 2010

As the gmnt dale for the 2008 trench is not until the 2009 flnendal yssr the number Indicated for the balance sheet date may change subsequently

In accordance with IFRS the total amount for the number of ISE GSP shares is

measured at the fair value on the grant date or the reporting date and recognized in

the income statement over the one or two year vesting period for the 2007 tranche

and otherwise over the three year vesting period for the 2008 tranche Group equity

is increased accordingly
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At the 31 December 2008 balance sheet date reserves in the amount of 1.9 million

were reported for the first time of which 1.3 million is noncurrent The total expense
for the number of ISE GSP shares was 1.9 million in the year under review

Change number of ISE GSP shares allocated

Balance as at Options Options Balance as at

31 D.c 2007 AddItions exercised toqf.h.d 31 Dec 2008

Tranche 2007 36370 5722 30648

Tranche 2008 92294 92294

Total 128664 5722 122942

As the grant d.ts for the 2008 tranche Is not until the 2009 Snenclal yser the numb indIcated for the balance iheat date may
than

subesqusntl

47 Executive bodies

The members of the Companys executive bodies are listed in the Executive Board and

Supervisory Board chapters of this annual report see pages 50 to 53

48 Corporate governance

On December 2008 the Executive and Supervisory Boards issued the latest version of

the declaration of conformity in accordance with section 161 of the Aktiengesetz AktG
the German Stock Corporation Act and made it permanently available to shareholders on

the Companys website

49 Related party disclosures

Related parties as defined by lAS 24 are the members of the executive bodies of Deutsche

BOrse AG those companies classified as Its associates and other investors and companies

that are controlled or significantly influenced by members of its executive bodies

The remuneration of the individual members of the Executive and Supervisory Boards is

presented in the remuneration report In the corporate governance chapter see pages 66

to 72 The remuneration report is component of the Group management report
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Executive Board

In 2008 the fixed and variable remuneration of the members of the Executive Board

including non-cash benefits amounted to total of 13.0 million 2007 15.8 million

In 2008 no expenses for non-recurring termination benefits for Executive Board members

were recognized in the consolidated income statement 2007 16.6 million

The actuarial present value of the pension obligations to Executive Board members was

15.6 million at 31 December 2008 31 December 2007 16.2 million Expenses of

3.5 million 2007 3.6 million were recognized as additions to pension provisions

Former members of the Executive Board or their surviving dependents

The remuneration paid to former members of the Executive Board or their surviving depen

dents amounted to 1.2 million in 2008 2007 0.9 million The actuarial present value

of the pension obligations was 27.2 million at 31 December 2008 2007 30.3 million

Supervisory Board

The aggregate remuneration paid to members of the Supervisory Board in financial year

2008 was 2.3 million 2007 2.2 million total income of 0.2 million was recog

nized for the phantom stock options granted under the phantom stock option plan until

financial year 2004 2007 total expense of 0.9 million see also note 46

Supervisory Board member Friedrich von Metzler Is the personally liable partner of Metzler

seel Sohn Co KGaA Frankfurt/Main Deutsche BOrse AG and some of Its subsidiaries

have established contractual trust arrangement CTA with this company Expenses total

ling 197900 are recognized in respect of these services during 2008 2007
212000
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Other material transactions wfth related companies

The following table shows the other material transactions with companies classified as

related parties -AH transactions were effected on an arms length basis

Mmlnlstratlve services and Index calculation services

by Deutsche Bars AG for STOXX

Operation and development of Xantro by Deutsche Bars

Systems AG for BrainTrade G.sellschsft für Bffrsensysteme mbH

Operation of the floor trading system by BralnTrade Geseliachaft

für Bflrsensyst.me mbH for Deutsche B.e AG

Operation of the floor
trading system by BrainTrade Gesellschaft

für Barsensystem mbH for Scoech Europa AG

Money market trsnstions of Cl.arstream Banking SA
with European Commodity Clearing AG

Other transactions with associates

Other Investors

Office and admInistrative services by Lures ZUrich AG

for SIX Swiss Exchange AG

Office and administrative services by SIX Swiss Exchange AG

for Scoach Schwslz AG

Office and administrative services by SIX Swiss Exchange AG
for Lures ZUrich AG

Development of Eurax software by Deutsche Bflrse Systems AG
for SIX Swiss Exch.ng AG

Offic and administrative services by SIX Swiss Exchange AG

for Lures Frankfurt AG

Transfer of revenue train uris fees by Lures ZUrich AG

to SIX Swiss Exchange AG

Other transactions with other investors

Total

32.6 35.4 3.4 6.5

-2.4 5.8 0.3

7.2 9.0 0.8 1.1

6.1 6.5 0.9 1.0

7.4 6.2 -0.8 1.6

n.a n.a.4 8.7 9.2

-2.4 0.3

8.4 3.8

Breakdown of other transactions with related parties

Amount of the
Outstanding

transactions balances

2008 2007 2008 2007

Sm

Associates

License fees paid by Lures Frankfurt AG to STOXX Ltd -26.5 -18.8 -7.4 -4.7

Operation of uris software for European Enerr Exchange AG

byDeutscheBOrseSystatnsAG 7.0 1L3 1.9 1.1

ialonofpricdstabySTOxXLtrj.toDeutscheBorseAG -4.1 -3.9

Operation of the trading system for U.S Futures Exchange LLC

by Deutsche BOrse Systems AG 5.7 5.6 0.6

Ltd 0.6 0.4

Total

20.7 24.7 19 2.0

8.8 10.8 -1.0 1.0

2.6 4.7 -0.4

3.5 1.0 278.0 95.1

1.6 0.7

281.0 96.8

At Deutsche Bbm Group eslualion aIucs wars mad ke rocihiabies emountin to 2.2 milton In the roportlng year

European Commodity Os.flng AG is subsidiary of European Energy Exchange AG In which Dsiictis Stise PG hal en indirect equity

Intursat at 17.37 permit

Contslnsd In labliltiss item
bunking buiinu

Fo.weoled dkudiiy not Included In the consolidated Income diat.nsrt
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50 Shareholders

On 30 September 2008 Deutsche BOrse AG Frankfurt am Main Germany published

statement in accordance with section 26 sentence of the WpHG Wertpapierhandels

gesetz German Securities Trading Act according to which its portfolio of own shares

of Deutsche BOrse AG exceeded the threshold of three percent of the voting rights on

26 September 2008 and amounted to 3.05 percent at that date 5950653 voting rights

The Childrens Investment Master Fund Grand Cayman Cayman Islands notified

Deutsche Börse AG in accordance with section 11 of the WpHG that its share of

Deutsche BOrse AGs voting rights exceeded the threshold of 10 percent on 10 April 2006

and amounted to 10.06 percent 10264953 votIng rights on that date In 2008 The

Childrens Investment Master Fund also Informed Deutsche Börse AG by means of

correction notice that this 10.06 percent 10264953 voting rights were attributable to

it on 10 April 2006 in accordance with section 221 sentence no of the WpHG

The Childrens Investment Fund Management UK LIP London UK notified Deutsche

BOrse AG in accordance with sectIon 211 of the WpHG on September and Septem

ber 2008 in its own name and on behalf of The Childrens Investment Fund Management

Ltd London UK The Childrens Investment Fund Management Cayman Ltd Grand

Cayman Grand Cayman Islands and Christopher Hohn UK that the share of Deutsche

Bôrse AGs voting rights of each of these companies or individuals exceeded the threshold

of 15 percent on September 2008 and amounted to 19.30 percent 37630334 voting

rights at that date Of these voting rights 10.26 percent 20000000 voting rights can

each be attributed to The Childrens Investment Fund Management UK LLP in accord

ance with section 22 sentence no of the WpHG to The Childrens Investment

Fund Management Ltd to The Childrens Investment Fund Management Cayman ltd

and Christopher Hohn in accordance with section 22 sentence no in conjunction

with section 22 sentence of the WpHG and 904 percent 17630334 voting rights

to each of the aforementioned companies and individuals in accordance with section 22

of the WpHG Shares of the voting rights of The Childrens Investment Masfer Fund the

Atticus European Fund Ltd and the Atticus Global Advisors Ltd can be attributed to all

of the companies and individuals mentioned previously each of whom hold at least per
cent of the voting rights In each case the threshold was exceeded when an agreement

was entered into between The Childrens Investment Fund Management UK LIP Atticus

Capital IP and Atticus ManaAement limited regarding the coordination of equity Invest

ment activities related to Deutsche BOrse AG whose shares are held by each of the funds

and managed accounts for which Atticus Capital LP Attlcus Management Limited and The

Childrens Investment Fund Management UK LIP serve as Investment advisors

Atticus European Fund Ltd New York USA notified Deutsche Börse AG in accordance

with section 211 of the WpI4G that its share of Deutsche BOrse AGs voting rights

exceeded the threshold of percent on 23 July 2008 and amounted to 5.02 percent

of all the voting rights of Deutsche BOrse AG 9780188 votIng rights on that date
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Atticus Capital LP New York USA Atticus Management Limited St Peter Port Guernsey

Atticus LP Incorporated St Peter Port Guernsey Atticus Capital Holdings LLC New York

USA Atticus Holdings LP New York USA Atticus Management LLC New York USA and

Timothy Barakett USA have notified Deutsche Börse AG in accordance with section 21

of the WpHG that their respective share of Deutsche BOrse AGs voting rights exceeded

the threshold of 10 percent and 15 percent on September 2008 and amounted to 19.30

percent 37630334 voting rights respectively of all of Deutsche BOrse AGs voting rights

at that date Of these voting rIghts 9.04 percent 17630334 voting rights can be attrib

uted each to Atticus Capital LP and Atticus Management Limited in accordance with sec
tion 22 no of the WpHG as well as to Atticus IP Incorporated Atticus Capital Hold

ings LLC Atticus Holdings IP Atticus Management LLC and Timothy Barakett in accor

dance with section 22 no sentences and of the WpHG and 10.26 percent

20000000 voting rights to each of the aforementioned companies and individuals in

accordance with section 22 of the WpHG Voting rights of Atticus European Fund Ltd
Atticus Global Advisors Ltd and The Childrens Investment Master Fund can be attributed

to all of the companies and individuals mentioned previously in this paragraph each of

whom hold at least percent of the voting rights In each of these cases the threshold

was exceeded when an agreement was entered into between Atticus Capital LP Atticus

Management Limited and The Childrens Investment Fund Management UK LLP regard

ing the coordination of equity investment activities related to Deutsche Börse AG whose

shares are held by each of the funds and managed accounts for which Atticus Capital LP
Atticus Management Limited and The Childrens Investment Fund Management UK LLP

serve as investment advisors

The Credit Suisse Group Zurich Switzerland notified Deutsche BOrse AG in accordance

with section 211 and section 24 of the WpHG in its own name and in the name and on

behalf of Credit Suisse Securities Europe Limited London England Credit Suisse Inter

national Holding AG Zug Switzerland Credit Suisse Investments UK London England

Credit Suisse Investment Holdings UK London England and Credit Suisse Zurich

Switzerland of the following

Credit Suisse Securities Europe Limiteds share of Deutsche Börse AGs voting rights

fell below the threshold of percent on June 2008 and amounted to 0.455 percent

887496 voting rights at that date Consequently the shares of Deutsche BOrse AGs

voting rights of Credit Suisse International Holding AG Zug Switzerland Credit Suisse

Investments UK London England and Credit Suisse Investment Holdings UK London

England each affiliated with Credit Suisse Securities Europe Limited fell below the

threshold of percent on June 2008 and amounted to 0.455 percent 887496 votIng

rights at that date This share of voting rights can be fully attributed to the companies

named In this paragraph in accordance with sectIon 22 sentence no of the WpHG

Credit Suisses share of Deutsche BOrse AGs voting rights fell below the threshold of per

cent on June 2008 and amounted to 0.7 15 percent 1394220 voting rights at that

date The 0.704 percent share of voting rights 1373260 voting rights is attributed in

accordance with section 22 sentence no of the WpHG and the 0.011 percent

share of voting rights 20960 votIng rights Is attributed in accordance with section 22

sentence no in conjunction with sectIon 221 sentence of the WpHG
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The Credit Suisse Groups share of Deutsche Börse AGs voting rights fell below the thresh

old of percent on June 2008 and amounted to 0.725 percent 1413875 voting

rights on that date The 0.709 percent share of voting rights 1.383265 voting rights is

attributed in accordance with section 22 sentence no of the WpHG and the

0.016 percent share of voting rights 30610 voting rights is attributed in accordance

with section 22 sentence no in conjunction with section 22 sentence of the

WpHG

UBS AG Zurich Switzerland notified Deutsche Borse AG in accordance with section 211
of the WpHG that its share of Deutsche BOrse AGs voting rights fell below the threshold of

percent on 24 April 2008 and amounted to 2.41 percent 4707418 voting rights on

that date Of these voting rights 0.14 percent 275149 voting rights can be attributed to

UBS AG in accordance with sectIon 22 sentence no of the WpHG and 2.27 percent

of the voting rights 4432269 voting rights were held directly at that date

FMR LLC Fidelity Management Research Boston USA has Informed Deutsche BOrse

AG in accordance with section 211 of the WpHG that Its share of Deutsche Börse AGs

voting rights fell below the threshold of percent on AprIl 2008 and its share of voting

rights amounted to 2.91 percent at that date All voting rights are attributable to FMR LLC

Fidelity Management Research in accordance with section 22 sentence no

and sentence of the WpHG

51 Employees

Employees

Average number of employees during the year

Employed 51 at the balance sheet date

thereof Deutsche Bse Group without ISE

thereof ISE 220

2008

3.339

3.395

3175

2007

3052

3281

3039

242

Of the average number of employees during the year 10 2007 were classified as

Managing Directors excluding Executive Board members 451 2007 364 as senior

executives and 2878 2007 2679 as employees

There was an average of 3115 full-tIme equivalent FTE employees during the year

2007 2854 Please refer also to the Emploes section In the Group management report

52 Events after the balance sheet date

Thomas Eichelmanns Executive Board mandate and service contract are to end by mutual

agreement upon conclusion of 30 AprIl 2009

53 Date of approval for publication

Deutsche BOrse AG Executive Board appioved the consolidated financial statements for sub

mission to the Supervisory Board on 23 March 2009 The Supervisory Board is responsible for

examining the consolidated financial statements and stating whether It endorses them
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Responsibility Statement

by the Executive Board

To the best of our knowledge and in accordance with the applicable reporting principles

the consolidated financial statements give true and fair view of the assets liabilities

financial position and profit or loss of the Group and the Group management report in

cludes fair review of the development and performance of the business and the position

of the Group together with description of the principal opportunities and risks associated

with the expected development of the Group

Frankfurl/Main 23 March 2009

Deutsche BOrse AG

Reto Francioni Andreas Pr6/ Thomas Eichelmann

Frank Gerstenschläger Michael Kuhn Jeffrey Tessler
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Audit Opinion

We have audited the consolidated financial statements prepared by Deutsche Börse AG
Frankfurt/Main comprising the balance sheet the income statement statement of changes

in equity cash flow statement and the notes to the consolidated financial statements

together with the Group management report for the financial year from January to

31 December 2008 The preparation of the consolidated financial statements and the

Group management report in accordance with IFRSs as adopted by the EU and the addi

tional requirements of German commercial law pursuant to section 315a of the HGB

Handelsgesetzbuch the German Commercial Code is the responsibility of the parent

companys management Our responsibility Is to express an opinion on the consolidated

financial statements and on the Group management report based on our audit

We conducted our audit of the consolidated financial statements in accordance with sec

tion 317 of the HGB and German generally accepted standards for the audit of financial

statements promulgated by the Institut der WlrtschaftsprUfer IDW Those standards re

quire that we plan and perform the audit such that misstatements materially affecting the

presentation of the net assets financial position and results of operations in the consoli

dated financial statements in accordance with the applicable financial reporting framework

and in the Group management report are detected with reasonable assurance Knowledge

of the business activities and the economic and legal environment of the Group and expec
tations as to possible misstatements are taken into account in the determination of audit

procedures The effectiveness of the accounting-related internal control system and the

evidence supporting the disclosures in the consolidated financial statements and the Group

management report are examined prlmauily on test basis within the framework of the

audit The audit includes assessing the annual financial statements of those entities in

cluded in consolidation the determination of entities to be included in consolidation the

accounting and consolidation principles used and significant estimates made by manage

ment as well as evaluating the overall presentation of the consolidated financial state

ments and Group management report We believe that our audit provides reasonable

basis for our opinion

Our audit has not led to any reservations

In our opinion based on the findings of our audit the consolidated financial statements

comply with IFRSs as adopted by the EU and the additional requirements of German

commercial law pursuant to section 315a of the HGB and give true and fair view of

the net assets financial position and results of operations of the Group in accordance with

these requirements The Group management report Is consistent with the consolidated

financial statements and as whole provides suitable view of the Groups position and

suitably presents the opportunities and risks of future development

Frankfurt/Main 23 March 2009

KPMG AG Wirtschaftsprufungsgesellschaft

formerly KPMG Deutsche Treuhand-Gesellschaft

Aktiengesellschaft WirtschaftsprUfungsgesellschaft

Becker German Public Auditor Bors German Public Auditor
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Summarized Single-Entity Financial

Information

summary of Deutsche Bôrse AGs single-entity financial statements prepared in accor

dance with the provisions of the HGB Handelsgesetzbuch the German Commercial Code

is presented below Note that the information is not presented in the legally required form

of publication in accordance with section 328 of the HGB copy of the complete

financial statements can be obtained from Deutsche Bôrse AG Investor Relations

60485 FrankfurtMain Germany

Income statement for the period January to 31 December

2008 2007

Sales revenue 1282.7 1261.4

Otheroperatlngincome 187.5 191.2

Total
expenses 641.5 703.5

Income from equity Investments 418.8 272.3

Income from profit pooling agreements 112.0 91.9

WrIte-downs of noncurrent financial assets and current financial instruments 21.2 0.3

Net financIal result -78.8 9.4

Prom before tax from
ordinary actIvities 1259.5 1122.4

Taxes 288.3 -348.8

Netprofltforthsyar 971.2 773.6

Appropriation to other retained earnings -471.2 -348.6

Unappropriated surplus 500.0 425.0

Balance sheet as at 31 December

2008 2007

Em Em

Msets

Fixed assets 3714.3 3894.5

Current assets 584.6 677.3

Total assets 4298.9 4571.8

Equity and liabilities

Equity

Subscribed capital 185.8 191.9

thereof par value of shares acquired for retirement 9.2 million

previous year -8.1 mUllen

Share premium 1284.3 1279.3

Other retained earnings 144.3 20.1

Unappropriated surplus 500.0 425.0

2114.4 1916.3

ProvisIons 219.7 375.5

LiabliltIes 1964.8 2280.0

2184.5 2655.5

Total equity and liabilIties 4298.9 4571.8
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Proposal on the Appropriation of the

Unappropriated Surplus

The Executive Board proposes that the unappropriated surplus amounting to 500.0 million

2007 425.0 million reported in the annual financial statements of Deutsche BOise AG

be appropriated as follows

Proposal on the appropriation of the unappropriated surplus

2008 2007

Distribution of dividend to the shareholders of 2.10
per share

for 185803.927 no-par value shares
carrying dMdend rights

In 2008 from net profit for 2007 2.10 390.2 403.0

Appropriation to retained earnings 109.8 22.0

unapproprlat.d surplus 500.0 425.0

The proposal on the appropriation of the unappropriated surplus reflects treasury shares

held directly or indirectly by the Company that are not eligible to receive dividends under

section 71b of the AktG Aktiengesetz the German Stock Corporation Act The number

of shares eligible to receive dividends can change up until the Annual General Meeting

through the repurchase of further treasury shares irrespective of whether or not such

shares are subsequently retired or through the sale of treasury shares In this case without

changing the dividend of 2.10 per eligible share an amended resolution for the

appropriation of surplus will be proposed to the Annual General Meeting
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Deutsche Börse Group International Presence

Europe Paris Asia

Repmsentative Office France

Berlin 17 rue de Surene Dubal

Representative Office Berlin 75008 Paris Dubai Representative Office

Unter den Linden 36 France
City Tower

10117 Berlin Phone 33-101 55 27 67 69 Shelkh Zayed Road Flat 902

Germany P.O Box 27250

Phone 49-10 30-5 9004-1 00 Prague Dubai

Vladislavova 17 United Arab Emirates

Eshborn 11000 Praha Phone 971-O4-331-O644
Frankfurter Strafle 60-62 Czech Republic

65760 Eschbom Phone 420-234 778 880 Hong Kong

Germany Hong Kong Representative Office

Phone 49-10 69-2 11-0 Krl2lkova 34 2606-7 Two Exchange Square

18600 Praha Connaught Place Central

Frsnkfutl/ Main Czech Republic Hong Kong

Neue BOrse Phone 420-234 774100 Phone 852-2530-7411
Neue BOrsenstrefle

60487 Frankfurt/Main Wrexham 15/F

Germany Redwither Tower 100 Queens Road Central

Phone 49-10 69-2 11-0 Suite 3K5 Hong Kong

Redwither Business Park Phone 852-3180-9270

BOrsenplatz Wrexham

60313 Frankfurt/Main LL13 9XT Beijing

Germany United Kingdom Beijing Representative Office

Phone 49-O 69-2 11-0 Phone 44-O1978-661-813 Unit 01-06 7/F China Central Place Tower

No.77 Jianguo Road Chaoyang District

Lisbon Zurich 100025 Beijing

Praca Nuno Rodrigues dos Santos Selneustrasse 30 P.R China

1600-171 Lisboa P.O Box Phone 86-01O-6502-8300
Portugal 8021 ZUrich

Phone 351-917 596 153 Switzerland
Singapore

Phofle 41-10 58 854 29 42
Singapore Representative Office

London so Raffles Place

One Canada Square 21-05 Singapore Land Tower

Floor 42
North America Singapore 048623

Canary Wharf
Singapore

London
Chicago

Phone 65 6304 5255

E14 5DR
sears Tower

United Kingdom
233 South Wacker Drive Tokyo

Phone 44-10207-862-7000
Suite 2455 Tokyo Representative Office

Chicago IL 60606 9F Toranomon 4-chome MT BuIlding II

Luxembourg
USA 4-2-12 Toranomon Minato-Ku

The Square Phone 1-312-544-1000 Tokyo 105-0001

42 Avenue iF Kennedy Japan

L-1855 Luxembourg New Phone 81-103-3433-1787

Luxembourg New York Representative Office

Phone 352-243-0
55 Broad Street 3/F AIG Kabutocho

Building

Floor
5-1 Nihonbashl Kabutocho Chuo-Ku

Madrid
New York NY 10004 Tokyo 103-0026

PalaciodelaBolsa
USA Japan

Plaza do Ia Lealtad Phone 1-212-309-8888
Telefon 81-O3-5847-82O4

28014 Madrid

Spain 60 Broad Street

Phone 34-917 095 600 New York NY 10004

USA
Moscow Phone 41-212-943-2400

Moscow Representative Office

Bolshaya Tatarskaya 42
40 Fulton Street

115184Moskwa FloorS

Russia
New York NY 10038

Phone 7-495-783-8602
USA

Phone 1-212-669-6400
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Deutsche Borse Group Five-year review

2004 2005 2006 2007 2008

Consolidated income statement

Sales revenue Cm 1449.6 1631.5 1854.2 2185.2 2455.1

Net interest income from banking business Cm 77.1 112.7 150.7 230.8 236.8

Total expenses excluding goodwill impairment Cm 1110.1 -1 .145.6 -1092.4 .323.5 .1284.0

Eamingsbelorelnterest.taxandgooawlllimp.irmentEBlTA Cm 527.6 710.9 1029.1 1345.9 1508.4

Net income Cm 266.1 427A 668.7 911.7 1033.3

Consolidated cash flow statement

Cash flows from operating activities Cm 439.6 667.7 843.4 839.6 1278.9

Consolidated balance shut

Noncurrent assets Cm 2162.7 2007.8 1907.6 4164011 4544.9

Total equIty Cm 2552.5 2200.8 2283.3 2690.2 2978.3

Total assets Cm 27699.7 38477.6 65025.1 79626.7 145878.6

Performance indicators

Earnings per share basic 1.192 2.002 3.362 4.70 5.42

Earnings per share diluted 1.192 2.002 3.36 4.70

Dividend
per

share Q352 1.05 1.702 2.10 2.1O

DIvidends proposed Cm 74.1 210.4 329.8 403.0 390.2

OperatIng cash flow per share basic 1.97 3.122 4.24 4.33 6.71

OperatIng cash flow per share dIluted 9721 3.122 4.242 4.33 6.70

Employees average annual FIEs 3080 2979 2739 2854 3115

Salesrevenueperemployee4 Cthous 471 548 677 766 788

EBITA margin 36 44 56 62 61

Return on shareholders equltytr annual overage 11 18 30 39 41

Market Indicators

Xetra

Number of transactions 69.4 81.3 107.7 176.3 226.0

Trading volume sIngle-counted bn 902.7 1125.5 1592.9 2443.0 2149.0

Floor trading

Trading volume single-counted bn 102.4 109.5 80.1

Scoach

Trading volume single-counted6 bn 65.6 75.6 64.9

Eursx

Numberof contracts 1065.6 1248.7 1526.8 2704.3B 3172.7

Clearstrsam

Valueofsecurltiesdeposltedannualaverage international bn 3648 4170 4783 5128

national Cbn 4.448 5033 5721 5509

Numberof transactions international 23.2 29.8 33.9 30.0

national 65.0 74.9 89.2 84.3

Adjustments due to the retrospective reduction of the tax rate applied in the cowse of the acqulsftion of SE Amount rNtsted to reflect capital increase is 2007

Proposal to the Annual General Meeting 2009 Basso on avsrsge full-floss equivalents tlTEs Net lncomelaverage shareholders equity for the linanciel year based

on tea quarter-end shareholders equity balances The joint venture was set up on January 2007 pro forms figures for 2006 In April 2008 Scoach trading

German maiketplaca migrated to the Xetra platform and has been presented as cuetorner aider book turnover since then The prior-perIod figure hu been adjusted accord

ingly Scoachs trading volumes are given for the German Cnd SwIss marketplaces Pro forms figure includIng US oplIons of ISE



Glossary

Aigo trading Algorithmic trading in which computer automatically

generates buy and sell orders once predefined parameters or algo

rithms are fulfilled

Aigo trader Participant in algo trading

CCP Central
counterparty In cash market trading the functionality for

on- and oft-exchange transactions that acts as legal intermediary

between trading parties minimizing the default risk and facilitating

netting without revealing the buyers or sellers identity

Clearing The netting and settlement of receivables and liabilities

arising from securities and derivatives transactions determination of

the bilateral net debt of buyers and sellers

CSD Central securities depository Clearstream Banking AG Frankfurt/

Main Germany acts as state-recognized German CSD in the mean

ing of the Depotgesetz German Securities Deposit Act among other

things In this function it offers wide range of post-trade services with

respect to securities issued in Germany and other countries firstly as

CSD for securities eligible for collective safe custody and
secondly as

custodian for other securities

Entry Standard Subsegment of the exchange-regulated market Open
Market of the Frankfurter Wertpapierbdrse FWB the Frankfurt Stock

Exchange with additional transparency requirements

ETC Exchange-traded commodity Security on individual commodities

or commodity baskets that can be traded in the same way as share

on the exchange via the Xetra trading system Unlike9 ETFs

ETCs are perpetual debt instruments that are secured by the relevant

commodities

ETF Exchange-traded fund Mutual fund with indefinite maturity whose

shares can be bought or sold in Continuous trading on the exchange

and which tracks the performance of the index on which it is based

First Quotation Board Subsegment of the exchange-regulated market

Open Market of the Frankfurter WertpapierbOrse FWB the Frankfurt

Stock Exchange All German and international companies with an ini

tial listing in the Open Market are included in the First Quotation Board

GSF Global Securities Financing One of the business areas of

Deutsche BOrse Groups Clearstream segment Includes automated

lending and borrowing of securities as welt as triparty collateral

management services

Hedging Method of securing open positions exposed to price risks by

entering into position with the opposite risk profile For example an

existing portfolio can be hedged through the use of derivatives such as

futures and options If an investor expects falling share prices he can

hedge his portfolio by acquiring put options that entitle him to sell his

shares later at predetermined price

ICSD International central securities depository Clearstream Bank

ing S.A Luxembourg provides global services to the securities industry

by managing the custody of international securities and the settlement

of securities transactions In addition it offers added-value services

such as 6SF and investment funds services

Intermediary Usually banks and securities trading houses that offer in

termediation services between investors and issuers of securities

iPO Initial public offering Process by which company becomes listed

on an exchange for the first time Companies go public primarily as

means of raising additional equity capital

ISE International Securities Exchange The fully electronic US options

exchange ISE is based in New York Since December 2007 it has

been subsidiary of Eurex This means that Deutsche BOrse Group

operates European as well as US derivatives markets

Latency here the time between entering and processing an Order

Electronic trading platforms that execute orders quickly with short

respons and processing time have low latency At the end of 2008

the fastest processing time for Eurexa orders entered by market partici

pants with the shortest connections was just one millisecond from

input by the participant to the exchange and beck to the participant

for Xetra orders it was three milliseconds Low latency and high

throughput are especially relevant for9 algo traders

Listing Acceptance of security for trading on the floor of the Frank

furter WertpapierbOrse FWB the Frankfurt Stock Exchange and/or

on the Xetraa electronic trading system

Margin Collateral cash or pledged security deposited by the clearing

member the buyer or seller to guarantee the fulfillment of deriva

tives transaction and cover the risk exposure of the clearing house

Market maker Banks or securities trading houses which ensure that

less liquid securities can continue to be traded by offering to buy or sell

defined quantity of the securities in the trading system thus acting

as counterparty In this way they compensate temporary imbalances

between supply and demand and stabilize the market when short-

term imbalances occur

Nearshoring Relocating business areas to nearby or neighbouring

countries with the aim of improving efficiency and being closer to the

Customer

Netting Offsetting buy and sell positions over given period of time

so that market participants only have to settle the balance One of the

typical functions and advantages of the central counterparty CCP
OTC market The over-the-counter i.e off-exchange market for secu

rities is not restricted to particular location and has no fixed trading

times Prices on this market are negotiated freely In Germany the

transactions performed are not under the responsibility of an exchange

but are subject to the statutory regulations governing securities trading

Prime Standard Subsegment of the
EU-regulated market of the Frank

furter WertpapierbOrse FW84 the Frankfurt Stock Exchange for com

panies that meet high transparency standards listing in the Prime

Standard is precondition for admission to one of Deutsche Börses

selection indices such as DAX MDAX SDAX or TecDAXe

Private placement Special typo of -4 listing companys shares are

offered only to selected group of investors and not publicly through

the exchange as they would be in an -3 IPO

Repo short for repurchase agreement The sale of securities with

simultaneous agreement to buy back securities of the same kind at

later date Repos are primarily entered into bctween banks and provide

them with temporary source of liquidity Reverse repurchase agree

ments highlight the other side of repo trade the purchase of securities

combined with simultaneous agreement to sell securities of the same

kind at fixed date at higher price

Round trip also called round-trip time This is the time an order takes

to complete the trip from the participants trading desk via matching in

Xetraa and beck to the participant as trade confirmation At present

this averages seven milliseconds With top speeds of as little as three

milliseconds

Single stock futures Futures contract on particular share land not

basket of shares as in an index The contract is traded on -4 margin

thus offering leverage It enables investors to quickly make changes to

their portfolio of securities without incurring the costs typically arising

in share trading

Spread In Xefra trading the difference between the best binding buy

and sell offer

Technology Roadmap Detailed plan and schedule for Deutsche Bdrs.e

Groups investments in the performance of its systems and network to

ensure that trading is fast and dependable and transactions are reliably

processed even at peak loads

Throughput here the number of orders processed in Deutsche BOrses

trading systems performant system has high throughput together

with low order round trip and is therefore
particularly relevant for

algo traders who implement their trading strategies With the aid of

computer programs on high-performance systems

Volatility Measure of the extent to which the price of
security or an

index fluctuates around mean value during certain period of time
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FINAL

ISE Holdings Inc

Statement of Financial Condition

December 31 2008

In thousands

Assets

Income tax receivable 10057

Intangible assets net 1915167

Goodwill 1265854
Investment in subsidiaries 144147

Investment in associates 128408

Total assets 3463632

Liabilities and Shareholders Equity

Liabilities

Deferred tax liabilities 822432

Total liabilities 822432

Shareholders equity

Shareholders equity 2641201

Total liabilities and shareholders equity 3463632



FINAL

ISE Holdings Inc

Statement of Income

Year ended December 31 2008

In thousands

Revenues

Income from investment in subsidiaries 136892

Other io

Total revenues 136902

Expenses

Depreciation and amortization 63833
Other 947

Total expenses 64780

Income/loss before provision for income taxes 72122

Provision for income taxes 24431
Net income/Ioss 96552
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INTERNATIONAL SECURITIES EXCHANGE LLC

Financial Statements

December 31 2008

With Independent Auditors Report Thereon



KPMG LIP

Independent Auditors Report

The Members

International Securities Exchange LLC

We have audited the accompanying statement of financial condition of International Securities Exchange
LLC the Company as of December 31 2008 and the related statements of income changes in members
equity and cash flows for the year then ended These financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these financial statements based on
our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement An audit includes consideration of
internal control over financial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys
internal control over financial reporting Accordingly we express no such opinion An audit also includes

examining on test basis evidence supporting the amounts and disclosures in the financial statements

assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material
respects the

financial position of International Securities Exchange LLC as of December 31 2008 and the res ults of its

operations and its cash flows for the year then ended in conformity with U.S generally accepted

accounting principles

WP

May 26 2009



INTERNATIONAL SECURITIES EXCHANGE LLC

Statement of Financial Condition

December 31 2008

In thousands

Assets

Current assets

Cash and cash equivalents 66371

Accounts receivable net 35153
Intercompany receivable 4486
Income taxes receivable 41287
Deferred tax asset net 146

Other assets 4855

Total current assets 152298

Fixed assets net 9423

Intangible assets net 18684

Deferred tax asset net 19683

Other assets 1000

Total assets 201088

Liabilities and Members Equity

Liabilities

Current liabilities

Accounts payable and accrued expenses 15999

Intercompany payable 970

Income taxes payable 2034
Compensation and benefits payable 23136
Deferred revenue 10904

Payment for order flow payable 9762

Total current liabilities 62805

Deferred revenue 40724

Compensation and benefits payable 13981

Other liabilities 2406

Total liabilities 119916

Members equity

Total members equity 81172

Total liabilities and members equity 201088

See accompanying notes to financial statements



INTERNATIONAL SECURITIES EXCHANGE LLC

Statement of Income

Year ended December 31 2008

In thousands

Revenues

Transaction fees 264865
Member fees and other 43296
Market data 18329

Management and service fees 20580

Total revenues 347070

Cost of revenues

Activity remittance fees 5966
License fees 4145

Total cost of revenues 10111

Gross margin 336959

Expenses

Compensation and benefits 73288
Technology and communications 17934

Occupancy 7339
Professional fees 13625

Marketing and business development 2420
Depreciation and amortization 9069
Other 4996

Total expenses 128671

Operating income 208288

Interest and investment income 3670

Income before provision for income taxes 211958

Provision for income taxes 91120

Net income 120838

See accompanying notes to financial statements



INTERNATIONAL SECURITIES EXCHANGE LLC

Statement of Changes in Members Equity

Year ended December 31 2008

In thousands

Members equity at December 31 2007 200479
Net income

120838
Income tax effects of stock-based compensation vested in 2007 13769
Stock-based compensation on parent company stock 2398
Capital distributions

254259
Capital contributions 25485

Members equity at December 31 2008 81172

See accompanying notes to financial statements



INTERNATIONAL SECURITIES EXCHANGE LLC

Statement of Cash Flows

Year ended December 31 2008

In thousands

Cash flows from operating activities

Net income 120838

Adjustments to reconcile net income to cash provided by operating activities

Depreciation and amortization 9069
Amortization of noncurrent deferred revenue 5115
Stock based compensation 2398
Deferred taxes 7187
Increase decrease in operating assets

Accounts receivable net 4412

Intercompany receivable 4486
Income taxes receivable 72801

Other assets 1159
Increase decrease in operating liabilities

Accounts payable and accrued expenses 797

Intercompany payable 970

Income taxes payable 2034
Compensation and benefits payable 15002

Current deferred revenue 4331

Payment for order flow payable 170

Other liabilities 418

Net cash provided by operating activities 214457

Cash flows from investing activities

Purchase of fixed assets 3803
Purchase of intangible assets 3513

Net cash used in investing activities 7316

Cash flows from financing activities

Capital distributions 254259
Capital contributions 25485
Income tax effects of stock-based compensation vested in 2007 13769

Net cash used in financing activities 242543

Decreases in cash and cash equivalents 35402

Cash and cash equivalents beginning of year 101773

Cash and cash equivalents end of year 66371

Supplemental disclosure of cash flow information

Interest paid 160

Income taxes paid 38852

See accompanying notes to financial statements



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

Organization and Description of Business

International Securities Exchange LLC ISE or the Company is wholly owned subsidiary of

International Securities Exchange Holdings Inc ISE Holdings or the Parent ISE Holdings is the sole

member of the Company and its liability is limited to the balance of its capital account

The Company is fully electronic exchange for equity and index options and related services utilizing

market structure which combines the efficiencies of electronic trading with auction market principles ISE

was founded in September 1997 In February 2000 it received regulatory approval to become national

securities exchange and in May 2000 formally commenced trading ISE is regulated by the U.S Securities

and Exchange Commission SEC

Effective December 20 2007 Eurex Frankfurt AG Eurex derivatives exchange jointly owned by

Deutsche Börse AG and SIX Swiss Exchange AG completed merger whereby it purchased all the

outstanding common stock of ISE Holdings The Company continues to be regulated by the SEC as

registered national securities exchange and operates as an independent subsidiary of Eurex

Basis of Presentation and Significant Accounting Policies

Basis of Presentalion

The financial statements have been prepared in conformity with accounting principles generally

accepted in the United States of America and in the opinion of management reflect all adjustments

consisting of only normal recurring adjustments necessary for fair statement of financial condition

results of operations and cash flows for the period presented

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that affect

the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the

date of the financial statements and the reported amounts of revenues and expenses during the

reporting period Actual results could differ from those estimates

Revenue Recognition

Transaction fees are earned based on contracts executed on the Companys exchange and are

recorded as transactions occur on trade date basis Transaction fees are recorded net of discounts of

$36077 for the year ended December 31 2008 The Company waives or discounts certain trading

fees

Market data revenues are predominately earned from the sale of the Companys trade and quote

information through the Options Price Reporting Authority OPRA The Company earns portion

of OPRAs net income based on its pro-rata share of industry trade volume Revenue is recorded as

transactions occur on trade date basis

Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

Member fees are comprised of revenues earned for connectivity and access to the Companys
exchange revenue from the sale of CMM trading rights fees for use of the Companys
communication network equipment and trading software regulatory and administrative fees

Connectivity access fees and communications equipment and trading software fees are charged and

recognized on monthly basis based upon specific fixed fee for each service Revenue from the

sale of CMM trading rights is deferred and recognized on straight-line basis over 14 years
Administrative fees are charged and recognized as incurred Regulatory fees are charged on an

annual basis and recognized over twelve-month period

Management fees
represent fees for services provided to affiliates of Eurex Among the services

provided to these affiliates are those relating to technology regulatory supervision and general

administration These fees are accrued monthly

Noncurrent Deferred Revenue

The Company sold CMM trading rights pursuant to purchase agreement Certain CMM trading

rights were paid in full on the purchase date while others are payable in annual installments

however these purchase agreements grant immediate CMM trading rights upon execution of the

purchase agreement The Company currently recognizes revenue from the sale over 14 years the

estimated useful life on straight-line basis The estimated useful life was determined based upon an

analysis of certain factors driving the securities industry that could have an effect on the Companys
operations in providing services to its exchange members Such factors included significant historical

operating regulatory and technology changes which have affected market participants and trading

venues Based upon the analysis the Company estimated life of 14 years however this period may
be subject to change in the future

On periodic basis or if certain circumstances come to its attention the Company reviews the

original factors or assumptions used in determining the estimated service period to ascertain the

effect if any current events may have on those factors and assumptions If the current facts warrant

change in the estimated service period the Company will adjust the remaining revenue to be

recognized in accordance with the new estimated service life using the prospective method The

service period may increase or decrease from the current estimate of 14 years based upon the facts

and circumstances

Accounts Receivable

Accounts receivable are stated at face value net of allowance for any doubtful account An estimate

for doubtful accounts based on the Companys bad debt experience and specific circumstances of

the debtor is made when collection of the full amount is no longer probable

Cash and Cash Equivalents

The Company considers investments in money market funds and all highly liquid investments with

an original maturity of 90 days or less at the time of purchase as cash equivalents Cash equivalents

are carried at cost which approximates fair value

Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

Income Taxes

The Company is single-member limited liability company It has not elected to be treated as

corporation for tax purposes Its tax status is therefore considered to be that of disregarded entity

and as such the results of the Companys operations are included in ISE Holdings U.S federal

state and local income tax returns

The Company records income taxes in accordance with Statement of Financial Accounting
Standards SFAS No 109 Accounting for Income Taxes on separate-company basis pursuant to

which it is required to recognize deferred tax assets and liabilities for the expected future tax

consequences of temporary differences between the financial statement carrying amounts and tax

bases of its assets and liabilities valuation allowance is established for any portion of its deferred

tax asset for which tax benefit is not expected to be realized The income tax receivable balance

represents amounts due from ISE Holdings

The Company applies the provisions of FllJ No 48 Accounting for Uncertainly in Income Taxes
which requires management to determine whether tax position is more likely than not to be

sustained upon examination including resolution of any related appeals or litigation processes based

on the technical merits of the position Once it is determined that position meets this recognition

threshold the position is measured to determine the amount of benefit to be recognized in the

financial statements The Company recognizes interest and penalties if applicable related to

uncertain tax positions as component of provision for income taxes in the accompanying statement

of income

Payment for Order Flow

The Company imposes fees upon market makers to fund payments to order flow providers under

program administered by the Company These fees are distributed to certain order flow providers as

an economic inducement to route their customer orders to the Companys exchange The market

makers have full discretion regarding the payment Pursuant to Emerging Issues Task Force Issue

No 99-19 Reporting Revenue Gross as Principal versus Net as an Agent the Company reflects

the assessments and payments on net basis with no impact on revenues or expenses When fees are

assessed the Company records an asset Accounts Receivable with corresponding liability

Payment for Order Flow Payable

Payment for order flow cash is reflected in cash and cash equivalents on the Companys Statement of

Financial Condition These funds are not legally restricted and can be used for general corporate

purposes

Stock-Based Compensation

The Company accounts for its stock-based compensation in accordance with SFAS No 123R
Share-Based Payment Compensation expense is recognized on straight line basis over the relevant

vesting period based on the fair value of restricted stock awards For awards with graded vesting

schedule the Company separates the grants into individual tranches and recognizes compensation

expense for each tranche over the vesting period

Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

Fixed Assets

Fixed assets consist of software licenses computer hardware furniture and fixtures equipment and

leasehold improvements Capitalized fixed assets are depreciated utilizing the straight-line method

over the estimated useful lives as follows

Hardware and equipment to years

Furniture and fixtures years

Leasehold improvements are amortized on straight-line basis over the lesser of the lease term or its

estimated useful life

Intangible Assets

Intangible assets consist of customized and standard software related licenses and capitalized

software development costs Intangible assets are depreciated using the straight-line method over the

estimated useful lives as follows

Trading related software licenses to years

Other software licenses to years

Software Costs

Costs for internal software are assessed to determine whether they should be capitalized or expensed

in accordance with American Institute of Certified Public Accountants Statement of Position 98-1

Accounting for the Costs of Computer Software Developed or Obtained for Internal Use and other

related guidance Software development costs incurred during the preliminary project stage are

expensed as incurred while costs incurred during the application development stage are capitalized

and amortization is computed using the straight-line method over the softwares estimated useful

life generally three to seven years depending on the type of software Amortization of these

capitalized costs begins only when the software becomes ready for its intended use Capitalization of

costs ceases when the post implementation/operation stage of the software development process
is

reached

Marketing and Promotional Fees

Advertising costs including media advertising and production costs are expensed when incurred

Impairment of Long-Lived Assets

On periodic basis the Company performs review for the impairment of long-lived assets when

events or changes in circumstances indicate that the estimated undiscounted future cash flows

expected to be generated by the assets are less than their carrying amounts or when other events

occur which may indicate that the carrying amount of an asset may not be recoverable

Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

Credit Risk

Pursuant to agreements with its members the Company has the authority to deduct outstanding

noncontested receivables from members clearing deposit accounts at the Options Clearing

Corporation Based upon these facts the Company believes its credit risk is immaterial to its

financial condition

Recent Accounting Pronouncements

In March 2008 the FASB issued SFAS No 161 Disclosures about Derivative Instruments and

Hedging Activities an amendment of FASB Statement No 133 SFAS No 161 requires enhanced

disclosures about an entitys derivative and hedging activities and is effective for financial

statements issued for fiscal years beginning after November 2008 Adoption of SFAS No 161 is not

expected to have material effect on our statements of financial condition income or cash flows

Cash and Cash Equivalents

Cash and cash equivalents are comprised of the following

Cash at banks 7516

Money market funds 58318

Money market funds reserved for

payment for order flow program 537

Total 66371

Accounts Receivable

Accounts receivable consists of the following

Trading related fees 25924

Payment for order flow program 9225
Other 21

Allowance for doubtful accounts 17

Total 35153

Allowance for doubtful accounts write-offs were $3 for the year
ended December 31 2008 The recorded

investment in trade receivables past due 90 days or more is $391 as of December 31 2008

Fair Value of Financial Instruments

SFAS No 107 Disclosure about Fair Value of Financial Instruments requires the disclosure of the fair

value of financial instruments including assets and liabilities recognized on the Statement of Financial

Condition Management estimates that the aggregate net fair value of all financial instruments as defined

recognized on the Statement of Financial Condition approximates their carrying value since the financial

instruments are short term in nature and bear interest at current market rates

10 Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 2008

In thousands

Noncurrent Deferred Revenue

The Company has sold 50 CMM trading rights as of December 31 2008 No trading rights were sold

during the year ended December 31 2008 The CMM trading rights were each sold pursuant to purchase

agreements for $1500 each

Changes in deferred revenue are as follows

Beginning balance 45839
Revenue recognized during the period 5115

Ending balance 40724

Fixed Assets

Fixed assets consist of the following

Leasehold improvements 12092
Furniture and fixtures 2310
Hardware and equipment 3331
Accumulated depreciation 8310

Total 9423

The Company recorded $1284 in depreciation expense for the year ended December 31 2008

Intangible Assets

Intangible assets consist of the following

Trading related software 44746
Other intangible assets 2475

In-process intangible assets 652

Trading related software accumulated

amortization 28421
Other intangible assets accumulated

amortization 768

Total 18684

As of December 31 2008 the gross carrying amount of the Companys intangible assets was $47873 and

accumulated amortization was $29189 The Company recorded amortization of $7785 for the year ended

December 31 2008

11 Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

The following table presents the estimated amortization expense for each of the five succeeding fiscal

years

Amortization

expense

Year ending December 31

2009 7799
2010 6585
2011 3222
2012 476

2013 152

In-process intangible assets are comprised of advance payments made to software developers and are

amortized when ready for the assets intended use The Company capitalized $2943 for software licenses

and software developed for internal use during the year ended December 31 2008

During the
year ended December 31 2008 the Company recorded $1351 of impairment charges for

equity trading software it licensed to its affiliate ISE Stock Exchange LLC The agreement under which

this software was licensed terminated upon the sale of ISE Stock to Direct Edge Holdings LLC on

December 23 2008 The Company no longer receives revenue for the license of this software and has no

future plans to license the software as of December31 2008 Therefore the fair value of the asset was

determined to be zero

Member Fees and Other

Member fees and other are comprised of the following

Connectivity access fees and other fees 24536
Communication equipment and

software fees 3667

Regulatory and administrative fees 9978
Revenue from sale of CMM trading rights 5115

Total 43296

10 Stock Based Plans

The Company participates in two Stock Based Plans offered by Deutsche Borse the Stock Bonus Plan

SBP for senior executives and the ISE Group Share Plan GSP for other employees

Stock Bonus Plan

In order to participate in the SBP participant must have earned SBP award The number of SBP

shares granted is determined by the amount of the individual and performance-based SBP award

divided by the market share price of Deutsche Börse on the date the award is determined Neither the

12 Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

converted SBP award nor the number of SBP shares is paid at the time the award is determined

Rather the SBP shares are received two years after being granted Within this period participants

cannot assert shareholder rights in particular the right to receive dividends and attend the Annual

General Meeting The participants claims resulting from the SBP are calculated on the first trading

day following the last day of the waiting period The current market price on that day closing

auction price of Deutsche Börse shares in electronic trading on the Frankfurt Stock Exchange is

multiplied by the number of SBP shares The Company has the option to settle participants claim

in cash or shares The total amount for the number of SBP shares is measured at the fair value on the

grant date and recognized in the income statement over the vesting period with corresponding

increase in Members equity

Information related to SBP grants is set forth below

Unvested Unvested

Price at December31 Adjusted December 31
Date of grant grant date Granted 2007 Vested forfeited 2008

Septemb 10 2008 9190 36436 3858 32578

Compensation expense related to the SBP plan was $717 for the year ending December 31 2008 As

of December 31 2008 $2329 of unrecognized compensation costs related to nonvested SBP grants

remain to be amortized in 2009 and 2010

ISE Group Share Plan

Eligible employees have the opportunity to acquire number of shares in Deutsche Börse based on

their earned award plus an additional personal contribution The purchase price for the shares which

is reduced by 90% is paid from the granted GSP award and an additional contribution by the

employee For the shares granted during the year ending December 31 2008 one third of the shares

are subject to vesting period of one year and two thirds to vesting period of two years Neither the

GSP award nor the number of GSP shares is paid at the time the award is determined but instead

after one or two years have expired beginning at their grant date waiting period Within this period

beneficiaries cannot assert shareholder rights in particular the right to receive dividends and attend

the Annual General Meeting

The shares are granted no later than 45 days after the waiting period has expired The shares are all

purchased in the market The difference between the average purchase price and the reduced

subscription price is charged to compensation and benefits expense

The total amount for the number of ISE GSP shares is measured at the fair value on the grant date or

the reporting date and recognized in the income statement over the one or two year vesting period

with corresponding increase in Members equity

13 Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

Information related to GSP grants is set forth below

Unvested Unvested

Price at December 31 Adjustedl December 31
Date of grant grant date Granted 2007 Vested forfeited 2008

June 25 2008 122.49 36370 5630 30740

Compensation expense related to the GSP plan was $1681 for the year ending December 31 2008

As of December 31 2008 $1707 of unrecognized compensation costs related to nonvested GSP

grants remain to be amortized in 2009 and 2010

11 Employee Benefit Plans

Employees are eligible to participate in the Companys defined contribution 401k plan upon meeting

certain eligibility requirements Funding is provided by voluntary contributions from the employees who

can contribute up to 20% of their annual base salary to the 40 1k plan The Company makes discretionary

contributions based upon its results of operations and each participants contributions up to prescribed

limits The plan is administered by third party The Companys expense relating to this plan was $1646

for the year
ended December 31 2008

12 Income Taxes

The Companys income is included in the consolidated U.S federal income tax return of ISE Holdings as

the Company is wholly owned limited liability company disregarded as separate from its owner for

U.S federal income tax purposes The tax provision is completed as if the Company were subsidiary of

ISE Holdings in accordance with an informal tax sharing arrangement between the Company and its

Parent

The provision for income taxes consists of the following

Current

Federal 70439
State 27868

Total current 98307

Deferred

Federal 5946
State 1241

Total deferred 7187

Total provision for income

taxes 91120

14 Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

The temporary differences which have created deferred tax assets and liabilities are detailed below

Management believes that it is more likely than not the tax assets will be realized and therefore has not

recognized any valuation allowance

Deferred tax assets

CMM trading rights 17839

Compensation-related 7208
Start up and organizational costs

Other 20

Deferred tax liabilities

Depreciation and amortization 3684
Software development 1557

Total deferred tax assets net 19829

The following is reconciliation of the provision for income taxes and the amount computed by applying

the U.S federal statutory rate to income before income taxes

U.S federal income tax rate 5.0%

State and local income tax net of federal

income tax benefit 8.2

Other net 0.2

Effective tax rate 43.0%

As of December 31 2008 there were no unrecognized tax benefits and no expense for interest or penalties

related to tax uncertainties was recognized in the statement of income

13 Capital Distributions and Contributions

Capital distributions from the Company to ISE Holdings during the
year ended December 31 2008 were as

follows

Funding provided to parent for its investment in associates 124845

Funding provided to parent for its dividend payments to shareholders 104794

Funding provided to parent for its payment of merger related costs 24620

Total capital distributions 254259

15 Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

Capital contributions from ISE Holdings to the Company during the
year ended December 31 2008 are as

follows

Return of funding provided to parent for its investment in terminated joint venture 24922
Return of funding provided to parent for its payment of merger related costs 563

Total capital contributions 25485

14 Commitments and Contingencies

Litigation

From time to time the Company is involved in various routine reviews regulatory audits and

inspections by the SEC as well as legal proceedings arising in the ordinary course of business While

any litigation contains an element of uncertainty it is the opinion of management after consultation

with counsel that the outcome of any such proceedings or claims is unlikely to have material

adverse effect on the business financial condition or operating results of the Company

Contractual Obligations

The Company has entered into obligations under operating leases with initial noncancelable terms in

excess of one year for office space and computer equipment Expenses recorded under these

agreements for the
year ended December 31 2008 were $8585

The Company also has entered into contractual agreements for technology enhancements and

support with OMX US Inc and its affiliates collectively OMX The Company has two significant

contractual agreements with OMX US Inc and its affiliates collectively OMX Delivery and

License Agreement DLA and Support Agreement OMX specializes in developing electronic

exchanges and electronic trading systems Under the agreements OMX has granted the Company
license for its exchange software and trading application and is obligated to provide support and

enhancements to the software As of December 31 2008 the Company accounts for the DLA as

capital lease and the Support Agreement as an operating lease under SOP 98-1 and SFAS No 13
Accounting for Leases Under the Support Agreement the Company is required to pay for

minimum of service hours on an annual basis Costs under the Support Agreement for maintenance

support and enhancements which do not add substantial functionality to the software are expensed
as incurred or over the contract period on straight-line basis Any enhancements that add to the

functionality are capitalized and amortized in accordance with the Companys software policy

Under the original DLA the Company made payments to OMX based on the number of transactions

executed on the Companys exchange On June 30 2004 the Company restructured the DLA to

provide for one time lump sum payment of $21305 and quarterly payments over seven years

totaling $6440 At that time the Company estimated the useful life of the software to be

seven years The Company has capitalized the cost of the restructured DLA as the lease term is at

least 75% of the propertys estimated economic life and the present value of the minimum lease

payments at the beginning of the lease term is 90% or more of the fair value of the leased property at

inception There are no renewal provisions in the restructured DLA The Company follows APB

16 Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

Opinion No 21 Interest on Receivables and Payables APB 21 and accordingly recorded the

restructured DLA at its net present value of $5318 with imputed interest of $1122 using discount

rate of 6.0% Further in December 2005 and again in April 2008 the Company amended the DLA to

increase the minimum amount the Company is obligated to pay OMX for delivering enhancements

under the Support Agreement As of December 31 2008 the Company has accumulated

amortization of $17115 related to this capital lease The Company has no other capital lease

obligations

Expenses related to OMX were comprised of $5492 of operating costs and $5029 of amortization

related to the capital lease for the year ended December 31 2008 Commitments for operating leases

are recognized as expense on straight line basis over the lease term At December 31 2008 future

minimum payments for commitments are as follows

Operating

leases OMX Total

Year ending December 31
2009 7656 7667 15323

2010 5693 8045 13738
2011 2958 2958
2012 2647 2647
2013 2655 2655
Thereafter 4606 4606

Letter of Credit

In the normal course of business the Company collateralizes certain leases through standby letters of

credit As of December 31 2008 the Company provided letters of credit totaling $472 collateralized

by certificates of deposit at financial institution which are included in other assets

Guarantees

The Company applies the provisions of the FASB Interpretation No 45 Guarantors Accounting

and Disclosure Requirements for Guarantees Including Indirect Guarantees of Indebtedness of

Others which provides accounting and disclosure requirements for certain guarantees The

Companys trading rules which its exchange members are bound by limit the Companys liability

for losses suffered while conducting business on the Companys exchange The Companys

exchange trading rules do not extend to the customers of its exchange members However the

Company may at its sole discretion indemnify its exchange members for losses they suffer in very

limited circumstances

17 Continued



INTERNATIONAL SECURITIES EXCHANGE LLC

Notes to Financial Statements

December 31 2008

In thousands

15 Related-Party Transactions

The Company provides services to affiliates of ISE as well as Eurex Listed below are the related party

management and service fees for the year ended December 31 2008 as well as the receivables and

payables outstanding as of December 31 2008

Management
and service Accounts Accounts Income tax

Related party fees receivable payable receivable

ISE Stock Exchange LLC 17052
ISE Holdings Inc 1391 36678 92641

Longitude LLC 2412 1644 141

ETC Acquisition Corp 829

Clearstream 142 142

Deutsche Börse Systems AG 974 978

Deutsche Börse Group AG 18

Eurex Frankfurt AG 310

Eurex Clearing AG

Total 20580 4486 37648 92641

As of December 23 2008 the Company no longer provides services to ISE Stock Exchange LLC

16 Business Concentrations

Revenues are derived in the U.S and all of the Companys assets are located in the U.S The Company
considers significant customers to be those who account for more than 10% of the Companys gross

margin The following is customer concentration information for the year ended December 31 2008

Exchange members

Percent of gross margin 12%
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for ri ier 03 Group LIi rO the iOi mel etaktirs En on merged
in or Swlss Hnanciaf tyler ket So vices AG the share

hoicar ct this new company are rnacm up Cit me casting

owners .11311 ehcrlder pooling agreement wntcl fliohib

itt the tmnsfer 01 snares within the nrst five years vial

bong stubby to this ownrr1rhlp ntruc1urt wnich also cor

J5 10 1138 tO trIO
pi estIrt riser structure

nv55 Financiei Marae.1 Services AG name was

anieo to SfX Grrnan AG effective 2i AilOuSt 2003

Business activities

Six Croon domiciled Lunch tSviitzerlendt was created

at ins oeginnmg of 2003 through tne marcel of sWx
Cr Crop Sf3 Group arid toter urs Group SIX Group is

Cwnecr
Cry ripproximafely 160 dornestc and tororgrr banks

thin Cl ni aeu its CutOOrnar

L3ro.uçr covers rhe core value chan Irrancaf

rOar Set wrrcare ccl element is the Swiss

Valve Chan ho StIr 015 oiler np rs divided into four bust

ness feds

ihe Securries radra ousiness field cnrnpnsrrs tC
cnsh and de va uves nvrrket dma Ourio nfcrntatnn

pi tdrts indox caica 30005 rd ory devaloonenr and

Oporeltior tii electror ic traurnq cfatforne issucrs Ore

Oif eisd lf5ljfl3 on 013133iiV 500 0500 strck sacriantle

via SIX cacrirrnf3e rleculmo

he Serurr trts husinea fad ritrre Swiss ann

rite naicna lirtorrcfaf centres orcreiy ainonatej ra

511 titttK for Ira cfeirrrip 23111 sattfornary of Sccuritict

Ir areacnoritr to 61 0011 socurit as CtitoO and aOrrin

istration to vces era wan as sar.ires peer en ar nurrir

fotirtec cl1 ItImlies 015 2315 ncftnced ri the nffennq

Titr FfnairaI niouinaton Outiness host fC/ViGrOi itt

full range of ISIttiOrict dais on 34 livO rrnnlrci financral

nut urnirnts eforig 31111 i0231tIrnft martat Oats with

reçai ci to aft trading certres

his ht5irrtlint fI ansachons birerress hero offers i1Fvrc55

and solutions iSo cershfttr prrymcnt pocrases 0112

ii modes payment not-notIon ttWtnSli ha irks ill Swiss

iiancs anti euro open inFo rjr Tor trIo sat insni

of efectmonc 11/OCt55 card proctssno tot issuers and

SCCEifJ rance edit debit ant niepuic cam

At ci atrent SOt Oil trop 1301st 101 ottrs3I3Ce any siciirIic5ni

part 01 05 business

Number of personnel

As at the arid of inc year SiX Group ernttoyecr 3.3131 luff

urne equrvufertts previon year 14L Eiprnes for tnt pro

\lOtts year apply to tile former StAts Group alono

Risk managenrent

As seyrce and irrfnt sIr uCune piuvoer ifl the oltoncal

mar fret 50 Giouo ran net piofife hat sIgnificantly

influenced try tre busritrsu 03125 iifirct rt opcreres

f-fisk uxposinc which vanes by dnvlslrln ieCfUrrOt co1
certed cOo a.t off Isvvfsot the Groups corporate st vii

till is SIX Group has developed risc management con

cinpt Whiih 13 basud Oln the Coso han irtwcrfc ant wnicti

rrsflocts this artrcufar Iquirramncnto ann charai tans-tics

of me Group

il inisirrr rtimrtaLIIl 01 11 rn





SIX Grouc trd ici.i aiiri-s 201j11

ccj thractc 105 onsible rr deierrnrnç1 the

nos el .clersrce nt the operaonel side nsk toter

anon aeltn.tc on ths Sects of requtred servtce eve ava
ablnv end eo aecittes heki Xe nsk tnlerance

clip mcasureo as ftrianth ability ctim
fir ICIcd lCit5

TiwSl -cisar AG an SIX SiS AG gnuc con.ares
ate ne ol the SIX Secut furs Group AG subhotd

inn ccmpety are icansco Swiss benys he sonaratc4

Anaf Isut bi1shed by SIX Senurltn3s Grouo AG

ttJli ecapi euc r3Lrtanents UtiLP faeI

tnd tour art Is cpccifc risk renee_ernerit at1vifles

Strategic risks

man thai Onctelm mpcts strategic risks ate of key

unaorunc IX OLi tOflti UOJdias GsS0S SoOn tess

raIe Deveiopmert th awe up straagic options and

EIVOFWS the th ateqy gethc wtth
fi is ndividut cornpa

toes ii the ight of SIX Groups wefinariess to taLc tick

sti elegy Is revised annucilu end rIPFOVCO the

Board or Duectors

Compitance risks

lflf3with usa t_Ievartt rif anc_l rEFQUfteIIOflS is pert

of evaydey worriçi life at SIX Group the applicable pnn

are feet dcnvn it the internal Compfiince Lrrecuve

wittch has boon aeprovea by the Board UI Lirecus Corn

pISII 31 OOP has been set in near dance wOn

Swes Fcdtref Berikinc Commissor Circular 06/b ha

Chief Grnup Compliance Officer mentors centrally adh.an

ence the rmevarr ruf arU ripufutan He erratld

on estriced access to all formation and documents

Liflgator cases rind retated netm are dealt with by legal

erd Corurtharict internal systems and processes in ndi

vditrI areas 01 the business and operationat units also

undergo legal compliance retevs Staff awareness of

poierre is raiseu ariid tney attend both basic and furiner

tYiflii On ri regular bests

Operational rik

Sirticilat itSnutar is DtiiI to ODEF1auonall rrHs

of per torn anne of ira rfraatrurtur rid spr rraa

VIOOd by Sl GiOitf Cfl30le5 IS Customers increei

triC elfiorrncv 00 5dCrtibfy Fr stat lit and tenrit

ci syrIte ne and prOc I$ flmrCoCc firoigh is conlve
ncristvt PFOCI arriflO 01 IS 01 etrniOn ttd risK 1000 fl

nub is cc.cod .lsriolatily by en eric otvisonnf 1tII

egenrs Reiltt are passrci trot Chef slc 011CC

SIn rOots tria SkS tO tYi dOuf 0515X Group turn to or
bisk Comrrotrte the Group Eutc.ov Board Oi man
egment refInes are suhect to aiscuseron and decsur at

Goup Esectittvt t3ctara level in emaroencrs 01 crists

000raru.fls 310 SEOUl ad ny Oil OWn bustnesc COnOnitity

iriarlagillrneilt orga.nu-aro whtci S000rOiirCtCC cloeIv

vviih Dusiress conunmoty OiCflflIflO thrr

50010 as whoifa

Project risks

are 10110100 cCntruousfv h5 projoct t.rtregs

mCi organisarron Proust rt5k ihi srtt fame ml

CrO5sOivtttniiif Or 1i31ivnl to rio Groups stratecy rurt

rnonrtoret diYCtiy by Ttie Gau Esecr.ttve itoard

Risks attached to financial reporting

fc1IiOvvic their merger to form 13iXtrts- SWX Group
55 Group and li51fkur5 Group rejirrti1 lina-icosi StSiO

mares accordire ti the 5015 tOCCjJflifl lrnaad hAG

StGCI or the flirt lime this/r.n Fir11cir1eportir rsc
and the correspor tdtng cL nugaroon ar000ri warn dic

CuSfICd CI he Bcard 1etor Hrk Committee 0cc.

iflS in May arid Novembr

Finmirici market risks

Gnanrel rrtt ket sks exst for SX 0roiwtlr rogard to

hquialh counts perttes end trier Let prices SIX Group

does rot 3tv5lv take riteesi seirsinvuy and curarnoc r5k
Ste_h rsks err nonetneie GitcCiLflierE1a or modest scat

ri the COtS 53 of bslrtess and are maneqeo ionserveiveiy



rep rrscwreu irirreirit Srznenmns fLirt

he SIX Grouc ocr ahoy model neceestates the holding

Or ntrh level 01 quory LIquidity risks ore sysienisu

aIiy recoded by tie active management of Squro funds

for war 0-coos imig cc Iveritrier It policy daily rrionitorrng of

fl131cCiS and cusionems as wet as clearly delinco mills

and strcr riernal monitor rag rrrocedures

Site curt mrtnaues ccrunteroarty nsks wIth clear invest

net qu2httrr i$ ic PItS ac rd drvarsi caPon in the clearing

cc sl clrrnam It business inembars acre par ticipants are

selected accordion to strict quality criteria Goumerparty

eredmuworchiness arso subject to ongoing reiews

MeanwhIle SIX Group supervises troduig c3ctlvitct.rOrrc

Od-JIOG basis

Ittarket onCe uses ranng to clearing acmmdes are man
treed by isle bitseti mar in models Chase models are

von icc Cr. rtinuaily try means of beck testing and era crisrI

chec.kea mr equlsi stress casts

Reputational risks

As iiie Cottpanyr gooo repuiauon vital potential dam

age to it or counter cci oy the entire SIX Group crganisation

by raasures to ensure
pr

ofessonalmsni integrity orrd reli

abtiity as scoff as compliance in all business actcvities

management of repucauonai risks includes ati coecabonal

and strategic ii strumnerors all levels of management

SEt GOulJ whit particular focus on irriencial ieportrng

arm the uronmroriuct Oc fey perlorrnance indicators

Arthouph eputational risks are not measured quantrta

ccclv the comrnunroationa department closely rronitors

coverage of SIX Group in the press end media

Accounting policies and valuation principles

General policy

Ihe correolideted fInancial statermenur of SiX Group are

epa ad in accordance witn 1.1 ci directives of the Swrss

Firtcruora Market Super visory Authority FINMA until

st Gecernhor 2008 Swiss Federal Banking Commission

CBS OCr ncuiar the Provisrons Gorerrrcng f.inanc.el

Statement Fteooruro tar Swiss Sense titoci LTcrimnuett

end oite.r Frrr.encier irrsrr muons Vent Aeccunnnct lumOi

lines SAG-SlOtS cud Ore Swcss raw rr

Irraucral scrrtcrnenttr pioseut atrurt ano Tail cries tO the

nuancat
ptrrrmur.rrr one errults 0t 5IX Group

ide consolidarro vtiue br ide previorcrr year treve inert

rest toed cracorornuc to tire BAG-SF BC 0sec Or tilt raiwc

of tue consolidated SIX Swrss acchangtr AG torinor SW
Sir 003 which have bean rcrotrereo accorcrrrig to cdt inter

national Frnanc Reportrio Standards Iitrsf here eve

been no tqnrfrcrtrt valouhon dii tsr ences Inco cre restate

oem from 1585 cc BACSFBG

As cI suharroun hr 0Ocrrrr1s Grout T5 t5K Secontrr

Group fo men 55 Grove represents ate near pat tin

bankIng and oalance sheet business of Sari Group the

maturity ttrurbume Or CUL eric assets and mIre_ne

tree the analysis of oomestrc duo torsion tisets and

irabcmtrtrs lbs analyscs tnt assets by rourrtry or groups cit

courm 05 and tle analysis nm rralerrct vocal by currency

rrro eased on thr rtonsrilidstcrcf firrrrncrei strrtmrterltr of Slit

Strccntres Grous t/rlrsrr attr Oiircrr trt tif nrc r.eorrrpe

ar000 rtirrg pcrlctnes Lii id yrrIuaror Oman DIes the corn

paces of sr Scot arc rru rnclucad mr cr-re rnentronen

tables riots 12

Scope and principles of consoiidrcnien

The cortsolidateu imnarrcrar cIrcler nsrrotr induce at corripe

rcmes mat are drrectiy or indirectly by SIX Group

AG generally more their fQ% of vonno interest or where

rhe Group has lie power to govern if cc tmrranciaf oncr opec

atrng policies of err entity re a5 to obtain benefits tram

tnerr rrotiyitiertf

All assets and trabCtres as well as rrrcornc tic
cr1 cepcnt-es

of- the directly or rndirecttj cc oiled cunruartirso err lulls

consclrdatecc The arrrai clcrsrno outrr LII the rndrvco.rar

trnanoat staterstencsrs5l 5rrcrvittrcrr rtrsrrnrrrnrrrrv

ncomne ano exper ices nttuclirfo onraaltscttf Profits ft-or-n

internal transactions arid rrnsrcrorirsany receivables and

cayables are elrmrnated



rwp Ccraan.id mnzrisI SIrri .iltitIis L01i8

itl.isnttMs ctrmb anon rn transtscuons vvt81t5 Sf/ Group

tAO nit E5 crnttro ci arcr.f 01 10131 cciisofrcatticl uanc

flt C1cv UhcrsL liethud Of OCC0n liii Thu bJciness cci

Unutron of Icrirner SfS r3rouo aid telekurs Group has

herr eccointed IQ based On ha muii teed uoor values

ront icr nler nnanciaf starernanrs

or
ifl8 OEM acquired oi rtn-rposrrd of during the year 118

icr jrrrt rn ii is corrscfdattid Ii rianciaf staterrnrrits from

thrEe of acquisition ci until the dare of chsposaL Any

rrinouty rnterestn equty or proof is ceperated withn the

ttoflrrcrrj5Old rarica Sister Iii

uvettfr1 El is to asscc Xi npanies go iarely irivetit

ners ri oonrpanirrs in which SfXGroup AG hofos

hehveen 20% and 50% of volinc shares or over which

OirOrr verse hus 51901110801 nlfuencef and joint vtnwies are

norr-consohdated pertcipations ano accounted for using

the euuiv nrttiiYJ

AG siorircarit 08 trcaat.on interests and the cnancec dun-

ii the 890 ting perica ci It frsteci fl note ci the con
rrofceteo lrnlIrcili stateniers

Recognition and measurement

Assets and fabilitres 810 generally recognised and nieas

ured unoei the historcaf cost convention except for

ilSSrrts and abilnies for which other accounting polices

iii Li tspOCri ad Ii accordai ice with BAGSFEth

itansactons which are already committed but will be

canted or uuiie date at -apecfed price are ecopniseci

as en cent fiaolity on the commitment caut using

settreusni cate a000unenq

Forn currency conversion

transactons in forego currencies are converted at the

excnange rate at tne irme ct the transaction Forergri cur

ericy pusitiui is are cc vented at the daffy I-c lange rate

or the uaianoc sheet date

Balance sheets ci foreign companies are converted ar-ha

excht.nge are 01 the Ua nlnorr sheet nate rrtccmne rate

nienlir Or 10189 corrtoanres Sr the aria rrviorcr

0.01 tinge ate Fur ery esof Liner I.fl or

SiC uentrmafy rno4rrco in crdinr.roorrrc 0090
exchange tie elation dif el-eiccs toni the acacirtin Ci

evafurr4rcris of in-fltstlnern rrr tiSOcleus btned on the

equity rnernnd are reccgr need dr ecrrv ii equhv

cr the aurpose 01 nonsofrdcinon tic hndncra rrtrrrelierrri

of unts coercing ne forefon Currency are tranniatert

using rre arior trng oats nrtthoo

Th nan axchsrye ares uirng he osfarice Ineut cnfe

Cllb arc as roliows

Cwivvty 3i.i2rrrr .i.trrittr

tiCs

GOP

list

SHI f1.thO

roan avvr age annuar er-change roLes ii Cr1 cu

rof lcws

iantro 25 itt

Luif iff5fit

OR 23213

11Sf iii

SIt 7i26

Specific accounting poficres end valuation

All at urts fatinties err t1lhaierre sheet trasacitont

are valued indiviovaily individual valuates ii rf the value

ci asset en uifharance ef List tic itrantici is iyti.rriinc

it will be valutid on an indivdnef basis end toe rnparrmrnt

will ee covemeri by an individual valuatron edustrnant
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Liquid muds due from banl.s and liabilities

unds noun due torn Drinem and abs tICS cie

ntasrec itch nurrtnai vulue Soecrir previsions fist

ior4.Itinecf ndvduaf reed risks are orosentec in value

aulusrncnts and provsiore

Securities aria precious nisials trading portfolio

Sccu items aid i.e ucuue metals ri it trudnq par ifoho are

rneattued cli air valut The rat value is ustiaify based on

We Proc fe the asset on vii aIvaant arid linuid rriarket

en evaluation mortei he profit et 055 from the

itruLijitSil Cii tue lit drec prrtfu in is ecognised in cedtnp

icuice

Financial investrnrints

1-tneiicial invesirnents are cci ned at the lower of cost or

Viii vaiu lie
pi

aPi 01 ce rcrri the valuation of the trod

rig par tCP is ctticogiiieecl ii other ordinary incointi oi

cthei ordtnui expenses

Advances and repurchase agreements with securities

Advances end eptu chase 09i eerrents web securtaa ai

Orltv ante ad into on tne cvrri account of SIX Ci oup cnn
cipixi 11 is eacurtles welch have been traritrlerreo are iiot

acoqnisso on or derecognised from the oalance sheet

.iness the sks ceo rewards of ownership are also trans

errad

Secu Oes bo c1wirg and ending Ii ansactions rue treated

lube Ouuiijhaso rind ioveuse iepurcliase transact1ons it

they ore covered with case collateial and doiiyrnauun

sari ernent Securities borrowing and ending trarisacuons

whch are not cons ad nt ib cash collateral are riot accig

ilseo in II is balance sheet but disclooed as offbalance

sneisi tanrsacticris Cash collaisial recejveij is rerroenised

with corresponding obiigacion to return it and cash cal

lateral aelnisred dereccioniseci wth correspondnc

receIvtlIie Secui mae Eir.eivitia in lending or bcriowmnq

reneac or ti disclosed as off haIriers al ierrl Is ansac

noes if SX Group has the rignt to resell oi raulecfge tnern

Stculiiies mecognisea on the balance sheet cia measured

at tar value in the ceding portfolio

Secuncee purchased under arirriernanis mc avail irt1Vs5

eou chose a9i etimenls anti 55001 was sriid tier
cijrrie.

isrint 10 irptirtl ace lrupurc lass apretirninief arc riner

ally trsiri red as colIc it-ti alised onencing trarisar-tinns Irt

eviuse rencichase sq eanisnis the casii drliuerad is

deecognised and ccrresponainq receivable is rir.cirlrrd

st lee oalance sleet In ieriuicna.e Oi eernner me rrtsh

ticCi .iiO iii recngruc.ec On We ut-lance ah-trt wi neon
resnonunq ulrligauon vu nrttrn It revm-nucs aceivtd ri

rrsveisc irrouciiasct cement cli omsclosec as çrti-rr

once slteat uminsariorti SIX Crone has the riper its reset

at nuprndoe thrust

Cii rnissut Ito advurccts arud emli l.nasa rorerVrrryis

vsiiI securities srr ectunrusac ri fete arid commIssion

income

Non-consolidated partiopationo

lvestnrrts in assocu cci entrees lqenemullv invest

ilianis Iii tOilrual1es ii tnc tX 3OLIO Alt njs
be.ween PUS-f earl bOsh ci vanro shrres or ours -mcn

othe wise has arqnifcarit snlntncee ann rare vent Limes rile

accounted for using see
Sif city rrielncd ne prcn 01 10111

rent
LI is valuation of ml ni sesociated co npanier is rico-i

nirsed in noulne Ii rim on rroiscltrfa tad partit-inau ions

Other nori-consolicatec permicluamions ate valued at

cost

lithe value cuT nonconucilldattd per uicioettou

rnpatreo will be valued or an individual basis trW the

uropainrienm will be iec.ogniseu es deurecisoren

All
slfjriifioanl participation interests aria 1iie cinrriger cur-

lip the rapoi tinp periaci are litrir.io ri nicytcr of inc con

sclidaiad inancier statersuants
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Other assets and liabilities

Oilier assets and riabdares rnekudrs 005 SOt and wnotruo

eplacornont urttics of derivenr rrrstrirnents nyc. cry

other 10503 rat eivr.rhles and rusotlitres

lornhue and nttçjiv ranlacc net volu1-s c4 dci 1OtV
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usuev ba ad on ci CC foci 1ha toe or or .ccr

aid Lquic rOC \tti ti ii rrruSd0 modal Is

01 115 iiOfl1 this vh 03 UPOtS is
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eioIoyee naretit biigtioi to the frnancial statements

has been dcide rn ac ordanccr with par 29j8 of the

3AG-tfFBC

he rettrismers beneft plans intud both defined benefIt

aria craineo Chit bUti0fl plans Contrroutions to dafirrsd

dv tet oltris SI apo ted vhen reploveec have

vi fder ad so vices it echaiye for suan con rrhutiorrs

ansi ally ii to year of co itnbuttort Toe Group uses the

pfojacoe ur credit actuarial method to determine the

present value of as defines IenefI plans and the telated

se \O35OS and whoa dfullcable pool 501Vi60 cost The

pi incipa actuvi al assuruptiors used by the actuary arra

in noVa th fire GioLfp tiCO roses our bun of its

ctoiris and osaca as income or etpensa if tIte flt3t

c.uinuratve unrecconsec eCRaa1 çaiits 3115 losses ci is

end of ff1 orevo.s r0.ts .19 p.e Si cvtdo the so

ulot det tea as do gr ester or

iC% of IrIs piesart valut Of Ire dVn bunafit ebtipto

tar at that aste brofot drA co1f1 oai eassast ctilO

Osfi of the far value of soy pian assets uS WitS

Ins ore ecoborsed aetna of cane ard oases exceaoirrs

110 f.I seer of these two values roar onstud mui

COilC sateirent ovC the eaeotad CvCra9a retenite

wOili ig hvs U36 employees .aitlcifettinQ the sour

art enceas 01 the fui value i.e asso t5 OV1 If

press vs cc the dchted benuft orln.i1jcr cell Of 00

ecoviaod fully thrOuçf erunda EeCiuCtiOrtt IF

to gait asognrsad SO1eiv 55 reauh sf

deferral of err actutiriSi loss Or 051 serece Cost II fbI

currant period an no ass reao.yiztrd solely as ret fr

of Geferraf of actuarial cat fl the Cu1ieflf saroa

Value adjustroepta nd iOViSionS

If inaviduof cied rsc ure 000t1ecf cr1 fey 00
rrceate irl the 155013 LI mOcii 05 rtcCinRO

value aOiuStrrtflr .1 SfG5ili eto 15 fly till

ban fl roeinsbli sajoiuarei when

nrdcaton of
Iruptiirrriatt CX1SIS boa ir rerIi

mparCd .hn triO dObior unhieby to fuiftI hrtc obioa

tics is Off raluco Shatet traIaactrcns included to this

ev.rluotron Ties value adjustment is irisorsurrtd based an

tire iii ffererrne btwatn Via lOCOffi ISa rfomiai 51100

of tha Oar ar receIvable turd tue rocoverebbe amount COt

rdering arty
cnticrul agreed coliateel at the Ipunia

lJOfl vOlt ut1 arty O0050Ill1eS yr hrr debtot Ia Pa 101

rapayinetit Of ftii car 01 recevaae Recoveres

S5\.ibltS WrILttO oh it pIOvtOUtr 011 loSs 015Y 00 COO
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O0iQi tOO flegef 01 00fl13ucuvel St reSult 01 it casi

tveni 113 oeerlie thctt en outflow of economtc oaneiits

be requiracf to set te me obttpat IOfl dill1 reliable este

maid Can be made of the amount of the obliqatiect

iC5i try shat es

Ences cu Si Grouo toS held by the iSroup tile classified

In eqStc as nastiry shares and act nuntnrf for at cost

Ecestics rorrl If it sale uc tieasurv shares or dividend pay

mens are recognised in the oapital reserves

Equity

brn Os vstrvc5 nciude at pea mum on shares sum
Reanctu eai mm riolude the accurnutated net trim
anc forcon exchange translation d3fferences from revau

cuons cf nVes trIlenil in assoc

Taxes

incxnc tax paysbfe on profits recogntsed as car expense

hssr on toe acpncaiKe tax laws in each
jur

isthcuan in

leaps too iriich orurits 01 130

Defe red mx liabifittos are recognised for temporary dif

ems between fits Caiti ylug amounts of asse arid

icioif tao in the baf once sheet and their amounts as neas

urea 5cr tax purposes whtch will result in taxable fliThiLiflts

in luture oereos Deferred tax assets are eccignised mc

teinnoisry drffeiences that wiif result fl deductibie

arnourns ri future periods but only to the extent it

probabie that 5utfcient taxable profits it he evarlabe

against wftcr these cfiffmences cart be utifised The tax

elfscns cl noonte tax tosses available for carry forrd

recognised as deferred tax asset ii it is probable that

frrtliro axe rite
pi

ofu will car avalabfa against which those

losses can be utIrsed

iieferrao tax assets arid liabilities are rneasiii ad at the tac

rest II tat are ecosctoo ft apply fl the pet od in wi tich the

53501 veti be realised or the tahilhy will be settleu based

on anauted rates

foucrary transacuons

Cm unqent liabiiiies rote tcofe acilitres qranted anc

fiduciary trarisaunons are measured ac teen tOlitliti

value Speeffr rrocsrone icr idenetsd individual credit

rishe en piesented in value adli.isrrnenis and provisions
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Derlvetive fiiteriuiai instiurrienis arcr prirnanly traded tIn

the ltCOtrnl ot trre eusrorners SPI crocrr ref atrrc 10 its

oant iig businetls Del menus finarcial fl5tir 55r5 on ItO

00/fl lic000iin Of sx Li OiJp era used Oily fri rhe lrerrtun

cli fcreiqn currency sb

In the ft rarrciai statements all derivath.e ens noeS instru

ments en reai.eu as tredng Insaumenit nofudtng me
dervative firancial ins umerits uSet br ci ienadgtg 01

foreign currency risl

The positrve taco nfjarive repLscccneiii values Ott tradrriçf

instruments ae.rneacturecf at far value ne tiir value

usually oated on he price rot be asset on eli eltrarert

and lxuic rnareet ort an evalutttiort 110001 rb pic13t

or losr fi Oil thif veluatiot of ircrcrrig iibsttci nisrtts et rec

ugnised rb treeing income

Derivaive Inancal instruments tor wfich hedge cocorrnc

rig is applied me maesunrd erfuaf IC n5 heucied lilb800irl

nsrrumert na prof cut roes itom the vafuatrort Of cltrlv

ativu nanora rniuirumsnts ni whrcn flt5dq actronri trnp

applied is ecognised in the income Slaternt.bnt equol to

the piolii cccl Inst nonb the rsvalueton of the hedged

financial irsttument

Changes in accounting policies
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estated according to the i3AGSll3C based 01 consoli

datid values or the S3XSviss Exchange AC Iformer SWI

Groupi nI nob have beei epeec arrtolorip to lne rnter

rratio nil Hnai woe Repo cup Starttfards If loft horn rave

been rio signrftcarit vauston dl mrenuos csumng from

the estaiemen1 lion I-ltd to l31G SrI-IC
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Events subsequent to the balance sheet date

..irt.rv 200f SIX Gre ip made art acquisition 01 20%

in CETFEt. SA. i.tixerflbouro

nrc has bean no mate ci event subsequent to the l.ml

ance erect date which would require an adjustment to

.flO CQrettaiEn.i fntnctji Stetaifit900

Information on the group balance sheet

quk rid end due from banks

iqi sd funds

Cit
Cs
.1 .Itit ri S-sr rin.i aces Is

itt Oi .iat ii

cosant 09 CC irirr- r.c ...au

lot- 101

Dua lit ii haiti

CM .00 7C.1

ca sot up tji itO days 356.33

Ore ros tonIc ave 94 days

lSb .2 34

ret Lawn it- sourities and precious metals

tiling pot folio financial investments and non
cm -isoild fled patticipations

Hrancial ii twOS tnicnts

4CM t.000 icO t.J iti

tqJ

inert ut rirolihem

psrtrr4v

kit-

Not-consoirdatt ci parucipunu 15

h-Cit .000 tM

eCtS
-.1

tatad noise

-itti.t atcjtotuu 3.02

Tot
113

tnlormetion about rdgniirtant participatiens

buOy ccnsohdated pOrttC.ipet.rons

Sl.h Cr oup .t forneo Cr rhe heqi nine Di 2008 rnough

the meter of It-a fount Group StS Crnitcvr..r

sierurs Ct coo ha ntarciar state tents oi DuO nrtudnn

only me paructçauons or bVv/ Grouc

h1 iuiiy consolidated par tic patron have been ovidec

below inc participations that were part ol the scant of

the ccrrsolcdatton before the merncr former nrrjx Gioupi

par ncpattorrs whtch era added wtthn the merpe

fiat mom SIB Group utd ulecu Grouo rer1tctctt

whch adder dot Ho 20013 to par tvireuons which

wet Ott puserr CI or mtrtud h.rr np 2.008 2crttt Ii It /30

share ate only meninned surxiietorv they tire different

othemv-ise share stenus for both etlutv cr6 nvri19 5rrime

lbs following italy O0tcoltJettitd ç3rtiuioatior.t tOt 3190

part of the scope of the consolidation berore the merger

ffommner SWX Group
Six Group AG ffijnncr Swtss l-inanciai Marhet tnrvrcec

AG former SWX Group7 Linch homing Conloitny

snort4 capital CItE 100 mitlior share 100% Ore vout

year 00%

Securities and precious metals trading portfolio

bout

ut 111 2itO

Oat Osituhe.iu5

qurly ate

249

169 /51

45.463
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SVi LxC 1iDi ormii S\Nc Swc Exchice

Lrich cck ExCA crce auu ioc ex itc ie

.cs ia 0.0 mhc8 ti
JuV yeFr i0Ai

SVJ urorj Jics L1i ioirner \1tX I.I1 LondoP

dirici corcany shere ccit3 GB 2.t rliori hrc
i0% trcious yai 00

\NX ELli forn ir vi Eci anje lid _oi dori

fhaflE3 st.E cr.ta Gb 100 hsu 100%

.i cviou yesr 00%

AG fi.i incr Fxfeiu AG Zuch
naici iYiDfl Sii Li

00 Or VOU 00

IC uw IC I1ih CrIQ JciC pil CiiU1IS vei 30C51J

tne SCOI3EI thE cciioiidsuoi upon thE mere Tormer

55 Grovc nd 5LiJ Gouo on run 2008

SiX Maraomenn AG former SFMS Menaoemen AG
Zu .h nan 1penei eervce ehare capital CHF

lErn

ik.Hoding AG Lurch hEvciing eorrpeivy share

CHI rnfflnn i2re 00
elItes tou AG Ici mor 515 Swas Flncu

IVICEIS GoiAh LAS oklrg CCy share

zipts Ci rIRIn taa 100
SX AG ormer SIS Se ner5ttIe AG Oiten sortie

Orit end custoay share cpit1 CHE 215 million share

SIX SLS NomInee LLI\ AG former SIS Nnreu U.\

AG Oiter nommree share cr Is CHE

shir 100%

AG ciorrrer 5V ear AG Zurich CIeSriniel

shaic CapiTal 01 30 rflilItOI hlile 100%

SIX ISAG AG ifommet SAG 55 AkUenrugislel AG Often

Trars roclister share cspiai CHI inluOn share

100%

SIX Systcs AG ike Ira 55 Systems AG Qtn servjce

rovidei sher capital CIII rr1lon shac 100%

SI ier.ksu IsiS fo en Teieirirs narjnformoiionon

AG .urnr tn3flCiaI iriforrntion SerVices share api

CfiF rnijion share 100%

ITOICLEIC AG tIe nievemnmeni EJn ruCile 5nn

ii bution ci sn5wa shn reia c.1 0.2 iliOC

3X leleLurs LIOL COO _1 IIEcUYSraid GrSii mankiurt an IXCI iarced

iforrnauon SC ICEii snare ..nsie ELS O.L1

dare .00%

SiX lelesurs Lixemboura ion ICY leekurs ILuE

erlihouffli s/s. Luentouc irarca iriorIaiu

VCAIS sore cop WH 0.05 iniiiOr shore lOs%

iVYç irlaTce SAS is Snancisi irmatlol
ss vces share EiiS sX muon nun 120%

Uld fl .5 EdiE
knO 5\/ .ry1E hi don fiLl CA Cr rYrilice 5fr\iC5

iSC ceORTS Esi 0.20 nUn 811CC iOOA

SIX 51einui5 ISIS 5.1 fOrmal iekuga Lass si

1v Inc fflItrll cl rnQrTiuUOfl SEViCO3 Snare 055 tEl

EU m%lrl dare 005

SIXiek4nus JF 110 110 ncr eours U.Ki tic ion

doi arced aso servicss shorn car GGP

0.0 nilkon 100%

SiX do urs ..15p IS io sen lelOinIrs IlfiA

SIalfol 0ancc ito rnwon se vices ens

2.14 liOn 31

SIX eklvrn Jarssn 10 mU IISSK35 lisonni ITO

Tohyci inanco AOl Talon ServCS InCre CapIta .JPY

100 milton shr itO%

SIX Tkil us SngupCre Fici Lic dormer Iciexun

SlrIoapu Ic L.nd 5InJ3pure finaiclI nITrnatn

cc vices share camnillol SGD 1025 AHiOfi snare 100%

Six lelekurs France tSP ionmer Iflfifo SA Pri$ fInS

cat riloi melon ervice ShCi5 SalIntEil LUll 3.552 III

lion shore 100%

Lumper ha monce Nate is C.ednn CiS 00 anion

50 VICCU 511.30 5033111 EJR ii 10A ihlrV

.i5flk

sX ekurs Espada SA tormo Firirfo EspaæaSA
Madrid fInS cci fl rOrlrc UOfl SE VICOS 511 cao Is

E.U1i 0.421 muon Sh31E 11%
info Li nted London Ianclel iforrrertIon services

share capita GL 0.03 nilUon share 00%
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Monaco SAM ronaco 1rnrrrrel lfrJrrnanon

srr vicr5 1015 cipitar 51.111 15 million snare 99.93%

rr.rv

rhae vacte MAt 8.545 mflicn share o4 96%

Caraccess CasaSlanca ilnancrel inlormaton SeFoirms

share crorta triAl rnniron share 54 96%

L.a Ucte Beua Par is frnancrel information as vmces

tho crur cat EU Q354 million snare 100%

Ecovislu Er rrunor malvsPB Stocvriolni financial rntor

nianon servcrs snow capital SEC 0.9/b rnrdrcn share

55 Molar Oy rAl liar mer Ecovrson Finlanro Oy AS
rlalarn1s

lv iincncai inlumation services snore capt

Ia EL/P 0.003 rrlrn slrarcm 00%

LCO V50 wrr cOts All Seckhuhn Ui rancrnl irriurncr

101 551 VC5.S share carsta SI/K 0.233 rn/hoc share

100%

55 Scope AlE oiocanolnr nnancslintonmrron ssrvr.es

5316 capitol 58K 0.1 million snore 100%

SIX ransinlormalro AS Stoctrholm rrancai rOar

rorrcr services share capital SE.l rrrI1on share

SmX large AS Oslo hnanrcal rrformrnion servces

51 rare capitol NO 0.5 rilliun shoe 100%

5X rjiansrnfcrrrrtatiorr A/S Copenhagen tnrrncrat uror

matron Services snare capital DKI mifiror share

005s

ode Sense it5 StocKhorm financial rotor matron

ser vrces star capi ml 58K Cr million share 119%

CvcnL norscnrruorrnairon AS Stockholm frnaeial

inTorrnaucrl services share capital SEl mllron

share 100%

SrX Holon AS Stockrrolrn holding company snort

001131 SkI 0.5 million share 100%

51t43 puhll Stockholm tinroncral rrrformna/on services

share capital 55k 0.914 million share 100%

.1

MuFopay AG former lOlekirms Multipay AG Lurch

merchant ccqurnrg ser vices share capitol CEIF mu
lion shari 100%

5rX Mt Solutions AC former Felekurs Multi Solutorrs

AOl 01l1 oAr vrucher eric payment services share

capital ClIF million share 100%

SIt mr0 0oh1nn AG harriet alecurs Cart Srciuonr

t.14 cir imanroreci Pr.IVrii ri saInt orts slier Orr0i

ii 0th 01 millon short 100%

51X Peyrso lforrrrer lelekurs l.rI.lqr AGi horror

abilling savrcer share rapital ClEF 1.0 million she or

flQ

PayNet rite natrorral AG Lunch earle ssrvlcee slrere

caprtrl ONE CO mrllion share 100%

Six Card Solurrorrs hodI vinier Isktkrirs Carr Sclu

Iorrs Clirulil 1lanher iirtrqreeO uoyrnrrmt solutions

snare 000tel siR 025 million snare 00%
Six Car.i Solulons Luserriouno 311 ilomm 2C Crest

nriunicakr rs Inernutronal SAl Lurenm mhuurc 1151 autO

paynuni soiutons there capital FUR 0.25 million

share 100%

SIX Car Sounors Sweden All Irornrer 30 Comrnuirca

tons All Johtr nneshov in Lear sec peynren solr.rlLrs

snort csYr.al Slr .5 milliOn shrrrc 00%
SIX Group Srrr vices AG for mar crmslurs Services .4Cm

tu000 sm vcrm.s share capital o2.o nlic hare

10011t

SiX Iriterban Cleong trC Ifor oar Irrieroank

Clear ncr 1101 Zurich nteiocrmk
pr.viYleirt r.ervcer srare

c5rprtal ONE 1.0 million share 75%

SIX ielrIurs i3elguni 511 ttorrnsr Nexthuio Srulsrlmr

rnaiicial llOrfliatnori sarrcss share capital t.Uil bOLt

million onevious year iS_Ill 192 ntrllronr share l00s

The foluwmng Uih/ c0nSolitlaed porlicinal cr5 ware ror/rrcl

lu/Is scope of trre corsiUarron r.iurnp 2008

lelekurs Sweden Art Srocvroln r.c.rrcrril licrlIrltOn

seivces consoiidalecl since cXl September 2008 share

caprtsl SI 0.1 rnrllron aner 100%

SIX SWISS lnnastrucsurs Er Eschanpe AG Sup hcriclrnç

crrnpsny consolrcasd 50cc darts 2008 share capi

rerl ONE 0.1 rrrillrcrn share 100%

SIX Pay tEA L.useeriihourç1 rirercltait acrmtrinci Services

consolidated Si rce 24 Decemosr 2003 share capital

LUll 0.2 millromn share 100%
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a.ruct fltsnsil Ii ifoi it aiicn le/hnoictgy Sc twetr GmbH
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titerS AG as at 28 Jly 2008
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to co usclitieted per rtcipel ions are divoen below

ito ca ictpattun v-ilttcn wet ri the scope of hit VOfl
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t.uret Zurich AG Liinch sctc t.ohatiqe share utJftal

Ut 10.0 mtflton equity shaie 15% previous yeer

b.0%L Vc.ttng 1t tale sO% ot rtvous yeot tIO%

ST DXX AG Lut oh disof jude frtrniht-te snare

cpiti CHE million share 33.3% Iprevous year

i2otsn-- rOot motions AG Uosei factittation of itniancill

iO- terut ittV shore capital C1Ii 0.15 ntlttot sharE 33.3%

r.uevioiio year 0o0
Scoaco Holding SA t...Lxembourg stock eue1ange end
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n-target iorntte
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tOatu cleat sq nostt cher CO TtJ A20 lOItO-ti
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Report of the statutory auditor

with fnandaI statements as of 31 December 2008 of

SIX Swiss Exchange Ltd Zurich

ERNST YOUNG
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To the General Meeting of

SIX Swiss Exchange Ltd Zurich

Zurich 24 March 2009

Report of the statutory auditor on the financial statements

As statutory auditor we have audited the accompanying financial statements of SIX Swiss
Exchange Ltd Zurich which comprise the balance sheet income statement and notes for
the year ended 31 December 2008 The audit work was compteted on 13 February 2009

Board of Directors responsibility

The Board of Directors is responsible for the preparation of the financial statements in ac
cordance with the requirements of Swiss law and the companys articles of incorporation
This

responsibility includes designing implementing and maintaining an internal control sys
tem relevant to the preparation of financial statements that are free from material mis
statement whether due to fraud or error The Board of Directors is further responsible for

selecting and applying appropriate accounting policies and making accounting estimates that
are reasonable in the circumstances

Auditors responsibility

Our
responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with Swiss law and Swiss Auditing Standards Those
standards require that we plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements The procedures selected depend on the auditors
judgment including the assessment of the risks of material misstatement of the financial
statements whether due to fraud or error In making those risk assessments the auditor
considers the internal control system relevant to the entitys preparation of the financial
statements in order to design audit procedures that are appropriate in the circumstances
but not for the purpose of expressing an opinion on the effectiveness of the entitys internal
control system An audit also includes evaluating the appropriateness of the accounting poli
cies used and the reasonableness of accounting estimates made as well as evaluating the
overall presentation of the financial statements We believe that the audit evidence we have
obtained is sufficient and appropriate to provide basis for our audit opinion

Wernte nstitC of Le.iSfrncj Accuqto tIE-lb
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Opinion

In our opinion the financial statements for the year ended 31 December 2008 comply with

Swiss law and the companys articles of incorporation

Report on other legal requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Over
sight Act AOA and independence article 728 Code of Obligations CO and article 11
AOA and that there are no circumstances incompatible with our independence

In accordance with article 728a paragraph item CO and Swiss Auditing Standard 890 we
confirm that an internal control system exists which has been designed for the preparation
of financial statements according to the instructions of the Board of Directors

We further confirm that the proposed appropriation of available earnings complies with

Swiss law and the companys articles of incorporation We recommend that the financial

statements submitted to you be approved

Ernst Young Ltd

Thomas Schneider cbal Khan
ucersed audit expert Licensed audit expert
Auditor in charge

Enclosures

Financial statements balance sheet income statement and notes
Proposed appropriation of available earnings



Balance sheet of SIX Swiss Exchange Ltd Zurich

Balance sheet
31.12.2008 31.12.2007

CHF1000 CHFI000
Assets

çashand cavants i0302 309734
Marketable_securities

-________________
Trade accounts receivable

third parties 27383 22088
lated parties

-__________________ 23864 24201
Otherreceiyables

-_______________ 1S33 2771
Accruals 598 6979
Total current assets

218180 365829

Fixed assets
10475

Investments in subsidiaries 0501c 505954
Intangible assets 34C 29769
Total non current assets 551462 546198

Total Assets 769642 912027

LIabilities andequlty

Trade acco unspyae
_______________________

third parties
-________________________ 20821 17264

jeIatedpaies 13318 575
Other short-term liabilities

thirdparties 298 24669
219590 2i59O

Accrued expenses and deferred income 32017 35634
Total short-term liabilities 288730 497732

Provisions
58629 50772

Total long-term liabilities
56829 50772

Total liabilities 345559 548504

Share capital 003 10000
General legal reserve 108 469 108469
Net

profit

Retained earnings 145054 32428
Profit of the year 150560 212626

Total equity 424083 363523

Total liabilities and equity 769642 912027



Income statement of SIX Swiss Exchange Ltd Zurich

Income statement
2008 2007

CHF 1000 CH 1000

Commission revenje 66 497 209
Total revenue

492686 497209

Personnel
expenses -86744

Depreciation and arnorlisation of fixed and intangible assets 27i -24443
Other operating expenses -i559 -148202
Total expenses

-284083 -259389

Net financial income
-5461 27403

Profit before taxes
200142 265223

Taxes
29582 -57597

Profit of the year 160560 212826



Notes to the annual financial statements of SIX Swiss Exchange Ltd Zurich

Notes to the annual financial statements 31.12.2008 31.12.2007

___________ CHF1300 CHFI000

Fire insurance values

10 the IX fleet policy in the name of

SIX Group Services Ltd are assured

IT hardware

Other fixed assets

$Ur11S dguarantee obligations In favour of third parties _______
Joint and several liability for consolidated VAT filing

______

SIX Swiss Exchange Ltd has commitled itself in comfort letter to providing Eurex

Clearing Ltd Frankfurt with 15% of the financial resources needed to fulfil its
______

obligations as cleaj house

In compliance with regulatory requirements of the FSA SIX Swiss Exchange Ltd
______

has committed itself to providing SWX Europe Ltd with sufficient financial resources
______

at any time

Risk assessment_____________________

SIX Swiss Exchange Ltd is
fully integrated company of the SIX Group Risk

assessment was made within the framework of SIX Groups risk management

procedures It was decided therefore that specific risk assessment by the board of

directors of SIX Swiss Exchange Ltd was not to be effected

Investments in subsidiaries

SIX Group Ltd Zurich
__________

55

NewS ifex Swiss Options and Futures Exchange Ltd Zurich 100 100

Eurex Zurich Ltd Zurich
____________ 1715 19715

Eurex Frankfurt Ltd Frankfurt
________ 462Th9 462189

BOrse n-In formations Ltd Basel .-- _________ p.m ______ p.m
SXss ge UK Ltd London

__________ p.m
SIX Swiss Exchange

.____________
23703 23700

Swiss Fund Data Ut Zurich 253 250
Total Investments In subsidiaries oeoio 505954

Statement of changes in equity

Equity statement Share General legal Retained Total

capital reserve earnings equity

CHF 1000 CHF 1000 Cl-IF 1000 CHF 1000

2008 10OOO 108469 245054 363523

Allocation of retained earnings
....

Dividend payments -100000 -100000

Profit of the year 162941 162941

Equity as of 31 December 2008 10OOO 108469 307995 426464

92330 92000

/3CC 7300

p.m ______



Proposal of the Board of Directors concerning the appropriation of available earnings

Retained earnings 31.12.2008 31.12.2007

_______________ CHF 1000 CHF 1000

Retained earnings at the beginning of the year
__________

ca 32428
Profit of the year 553 212626
Total retained earnings 354 245054

Dividend
______________ _______ 5.COO 100OOO

To be carried forward
221614 145054

Total 305614 245054


