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SWISSQUOTE LTD - 07710095

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their directors’ report and financial statements for the ycar ended 31 December 2018.

Principal activities

Swissquote Ltd (the "Company”) is authorised and regulated by the Financial Conduct Authority as a matched principal broker
and provides online trading in foreign exchange, contracts for difference, and precious metals, to private and corporate clients.
The Company's target market is primarily the European Union.

The Company trades with its clients as principal, with all trades being matched with offsetting trades with the parent,
Swissquote Bank Ltd, hence the Company takes no market trading risk.

The Company's revenue is generated primarily from mark-ups and commissions applied to market spreads less prime broker
fees charged by Swissquote Bank Ltd.

The Company was incorporated on 19 July 2011, is based in London, and has been authorised and regulated by the Financial
Conduct Authority ("FCA"} since 1 April 2013. Prior to then, the Company was regulated by the FCA's predecessor, the
Financial Services Authority, which granted the Company its authorisation on 2 May 2012 as a matched principal broker able to
hold client money.

Review of the Business

2018 has been the sixth full year of trading for the Company and the third profitable year. Hovewer, the number of new clients
and trade volumes have dropped sharply which resulted in 39% less revenwe in 2018. The revenue for the year of £3,613,423
compares to £5,935,394 in 2017. Operating expenses increased, and represent 96% of turnover compared to a proportion of 52%
in the previous year. The profit for the year of £175,225 compares to £2,868,480 in 2017.

At year end, the statement of financial position showed that the total net assets balance was £5,945,123. The total assets less
current liabilities balance was £5,945,123.
The Company's turnover for the year ended 31 December 2018 are shown in Note 4.

Future developments of the Company

The Board of Directors intends to expand the activitics of the Company to include additional asset classes and services to bring
it in line with the product offering of the parent, Swissquote Bank Ltd. This will further diversify the income strcam of the
Company and provide resilience against any changes in the regulatory environment. The Board has also considered the impact
of Brexit, and will continue to evaluate the likely impact of this on the firm's operating model.

Principal risks and uncertainties

The Company is exposed to a number of financial, operational, business, market, credit, liquidity and regulatory risks. Each
principal risk and how it is assessed and managed is outlined in Note 3 of the financial statements. Financial risk management
and disclosures are also disclosed in Note 3 of the financial statements.

ESMA

In August 2018 the European Securitics Markets Authority (ESMA) proposed new regulatory measures commenced for the
CFD industry, using its new product intervention powers under Article 40 MiFIR. These measures were confirmed from
August 2018 and included the following:

« Leverage restrictions based on the underlying instrument

* Negative balance protection on a per-account basis

* Restrictions on incentivisation of trading such as bonus payments

¢ Standardised risk warnings

« Prohibition on the marketing, distribution or sale of binary options

The implemented changes had an impact on trading volume which has fallen sharply since August 2018. The number of new
clients and amount of trading volumes has decreased which also had negative impact on the companys over all revenue in
2018.

BREXIT

As a result of BREXIT vote in June 2016, the UK contunuied with exit talks with European Union (EU). The terms on which the
United Kingdom may withdraw from the European Union are not currently clear, and it is difficult to evaluate all of the
potential implications. The firm has been assesing these possible implication during the year. Among those changes is the
possibility that financial services firms authorised in the UK may lose their “Passporting” rights to provide services in other EU
jurisdictions. The FCA have confirmed that these rights will now remain in place until 31 December 2020 subject to deal being
approved by the Parliament. The Board of Directors have considered the impact of the Company losing these rights after that
date and will continue to monitor the situation.
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DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Results and dividends
The Company's turnover for the year ended 31 December 2018 are shown in Note 4.
No dividends were paid or proposed during the year (2017: nil).

Directors
The directors in office during the year and at the date of signing this report were as follows:

Marc Birki
Gilles Chantrier
Jude Bahnan
Federico Cirulli

Employees
The average number of employees during the year of 2018 was 27 (2017: 24).

Political and charitable contributions
The company made no political or charitable donations or incurred any political expenditure during the year of 2018(2017: nil).

Coing Concern

The Company has not change its opinion since last financial year in regards to anticipated risks. The Company’s business
activities, together with the factors likely to affect its future development and position, are set out in the Business Review and
the Principal risks and uncertainties sections of the Directors’ Report on pages 1 to 3. As the Company is not separately rated, it
at times relies on funding lines made available from the parent. The directors have satisfied themselves that there is no reason
to believe that a material uncertainty exists that may cast significant doubt about the ability or willingness of the parent to
_continue with the current financing arrangements. Having satisfied themselves on the financial sccurity of the Company, the
directors have a reasonable expectation that the Company will be able to continue in operational existence for the foreseeable
future. Thus they continue to adopt the going concern basis of accounting in preparing the annual financial statements.

Statement of directors’ responsibilities in respect of the financial statements
The directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable law
and regulation.
Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law). Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the
state of affairs of the company and of the profit or loss of the company for that period. In preparing the financial statements, the
directors are required to:
a sclect suitable accounting policies and then apply them consistently;

state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been followed, subject to any
®  material departures disclosed and explained in the financial statements;

s make judgements and accounting estimates that are reasonable and prudent; and

m  prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company will
continue in business.

The directors are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the

prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adequaté accounting records that are sufficient to show and explain the company's

transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure

that the financial statements comply with the Companies Act 2006.

Directors’ confirmations

In the case of each director in office at the date the Directors’ Report is approved:

* 5o far as the director is aware, there is no relevant audit information of which the company’s auditors are unaware; and,

* they have taken all the steps that they ought to have taken as a director in order to make themselves aware of any relevant
audit information and to establish that the company’s auditors are aware of that information.
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DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Independent auditors

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and therefore

PricewaterhouseCoopers LLP will continue in office.

Approvegibyjthe board of directors and signed on behalf of the board by:

_~Federico Cirulli
Director
08/04/2019

Boston House

63-64- New Broad Street
London

EC2M 1))




Independent auditors’ report to the members of Swissquote Ltd

Report on the audit of the financial statements

Opinion

In our opinion, Swissquote Ltd's financial statements:
« give a true and fair view of the state of the compdny’s affairs as at 31 Dceember 2018 and of its profit for the year then ended;
» have been properly preparcd in accordance with United Kingdom Generally Accepted A ing Practice

(United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework®, and applicable law); and
« have been prepared in accordance with the réquirements of the Companies Act 2006.

We have audited the fi ial st ts, included within the Annual Report, avhich comprise: the statement of financial position as at 31

December 2018; the statement of comprehensive income and the statement of changes in cquity for the year then ended; and the notes to
the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with Intcrnational Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our
responsibilities under [SAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements seetion of
our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other cthical responsibilities in accordance with
these requircments. .

Conclusions relating to going concern
[SAs (UK) require us to report to you when:

» the divectors’ usc of the going concern basis of accounting in the preparation of the financial statements is not appropriate; or

» the directors have not disclosed in the financial statements any identified material uncertainties that may cast significant doubt about the
company’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue. ’

We have nothing to report in respeet of the above matters.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the company’'s ability to
continue as a going concern. For example, the terms on which the United Kingdom may withdraw from the European Union are not
currently clear, and it is difficult to evaluate all of the potential implications on the company’s trade, customers, supplicrs and the wider
economy

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’ report
thereon. The directors are responsible for the other information. Our opinion on the financial statements does not cover the other
information and, uccordingly, we do not express un audit opinion or, exeept to the extent otherwise explicitly stated in this report, any form
of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to rcad the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. If we identify an apparent material inconsistency or materidl misstatement, we are required to perform
procedures to conclude whether there is a material misstatement of the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. .

We have nothing to report based on these responsibilities.
With respect ta the Directors’ Report, we a]so considered whether the disclosures required by the UK Companies Act 2006 have been

included.
Based on the responsibilities described above and our work undertaken in the course of the audlt. ISAs (UK) require us also to report

certain opinions and matters as described below.

Directors’.Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Dircetors’ Report for the year ended
31 December 2018 is istent with the fi ial and has been prepared in acéordance with applicable legal requirements.
Inlight of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did not identify any
material misstatements in the Directors’ Report.




Independent auditors’ report to the members of Swlssquote Ltd
(continued)

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statemerits

As explained more fully in the Statement of Dircctors’ Responsibilities, the directors are responsible for the preparation of the financial
statements in accordance with the applicable framework and for being satisfied that they give a true and fair view. The directors are also
responsible for such internal control as they determine is necessary to enable the preparation of financial statements that are free from
materinl misstatement, whether due to friud or ervor.

In preparing the financial stmcment;, the dircctors are responsible for ing the pany’s ability to continue as a going concern,
disclosing as applicable, matters related to going concern and using the going concern basis of accounting unléss the directors either intend
to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the ﬁnanc_ia_l statements.

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issuc an auditors’ report that includes our opinion. Reasonable assurance is a high level of ussurance,
but is not a guarantee that an audit conducted in accordance with 1SAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expeeted to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRCs website at:
wwiw.fre.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’ ’s members as a body in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 und for no other purpose We do not, in giving these opinions, accept or assume responsibility for any
other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by our
prior consent in writing..

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

« we have not received all the information and explanations we require for our audit; or

» adequate accounting records have not been kept by the company, or retums adequate for our audit have not been reecived from branches
not visited by us; or

» certain disclosures of directors’ remuneration specified by law are not made; or

+ the fi ial are not in agr t with the ing records and returns.

We have no'exceptions to report arising from this responsibility.

Entitlement to exemptions

Under the Companies Act 2006 we are required to report to you if, in our opinion, the directors were not entitled to take advantage of the
small companies exemptian from preparing a strategic report. We have no exeeptions to report arising from this responsibility.

Qe Linnag o
Steven Linnegar (Senior Statutory Auditor)
PricewaterhouseCoopers LLP

London
o8th April 2019
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Year Year
~ to to
Note 31 Dec18 31 Dec17

£ £
Turnover 4 3,613,423 5,955,394
Operating expenses 5 (3,433,294) (3,088,814)
Operating profit 160,129 2,866,580
Interest receivable and similar income 15,096 1,900
Profit before taxation 175,225 2,868,480

Tax on profit 14 - -

175,225 2,868,480

Profit for the financial year

All the results shown in the above statement of comprehensive income are from continuing operations.

The Company has no recognised gains and losses other than the profit/(loss) above and theréfore no separate statement of
total recognised gains and losses has been presented.

The notes on pages 9 to 22 form part of the financial statements.
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STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

As As
at at
Note 31 Dec18 31 Dec17
ASSETS L £
Fixed assets
Tangible assets 5,027 59,007
‘5,027 39,007

Current assets
Trade and other receivables 10 716,171 812,494
Cash and cash equivalents 12 7,986,926 19,255,189

' 8,703,097 20,067,683
Total assets 8,708,124 20,126,690
CAPITAL RESERVES AND LIABILITIES
Capital and reserves
Called up share capital ‘ 15 4,260,100 4,260,100
Other reserves 2,000,000 2,000,000
Profit and loss account (314,978) (480,203)
Total shareholders' funds 5,945,122 5,779,897
Current liabilities o
Trade and other payables 13 2,763,002 14,346,793
Total liabilities 2,763,002 14,346,793
Total liabilities and shareholders' funds 8,708,124 20,126,690

The financial statements on pages 6 to 22 were approved by the board of directors on and authorised for issue
on 08/04/2079 and were signed on its behalf by:

~ Federico Cirulli
Director
08/04/2019

The notes on'pages 9 to 22 form part of the financial statements.
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Total
Called up Other Profitand Loss  Shareholders
share capital reserves account funds
£ £ £ £
Balance at 1 January 2017 3,760,100 2,000,000 (3,348,683) 2,411,417
Transaction with owners
Capital Contribution received from parent company 500,000 - 500,000
Comprehensive income
Profit and total comprchensive income for the year - - 2,868,480 2,868,480
Balance at 31 December 2017 4,260,100 2,000,000 (480,203) 5.779.897
Initial application of IFRS 9 - - (10,000) (10,000)
Restated balance as at 1 January 2018 4,260,100 2,000,000 (490,203) 5,769,897
Comprehensive income
Profit and total comprehensive income for the year - - 175,225 175,225
Balance at 31 December 2018 4,260,100 2,000,000 (314,978) 5,945,122

There are no financial assets that are past duc but not impaired.

The notes on pages 9 to 22 form part of the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1.

21

22

23

General information
Swissquote Ltd (the "Company"} is incorporated and domiciled in the UK as a private company with limited liability under the
UK Company Law. lts registered office is at Boston House, 63-64 New Broad Street, London EC2M 1], UK.

The Company is authorised and regulated by the Financial Conduct Authority (FCA Register number 562170) as a matched
principal broker and provides online trading in foreign exchange, contracts for difference, and precious metals, to private and
corporate clients. The Company’s target market is primarily the European Union.

The Company trades with its clients as principal, with all trades being matched with offsetting trades with parent, Swissquote
Bank Ltd, hence the Company takes no market trading risk. The Company's revenue is generated primarily from mark-ups and
commiissions applied to market spreads less prime broker fees charged by Swissquote Bank Ltd.

Summary of significant accounting policies

Basis of preparation

These financial statements were prepared in accordance with Financial Reporting Standard. 101 Reduced Disclosure
Framework. They were also prepared in accordance with the Companies Act 2006 and under the historical cost convention, as
has been modified by the revaluation of derivative financial instruments at fair value.

Under FRS 101 the Company is exempt from the following requirements on the grounds that it otherwise applies EU-adopted
IFRS but makes amendments requirements where necessary in order to comply with the Act and the Regulations, and (3) the
financial statements summarise (in narrative form) the exemptions applied and identify the consolidated financial statements in
which the entity is consolidated.

The following exemptions from the requirements of IFRS as adopted by the EU have been applied in the preparation of these
financial statements, in accordance with FRS 101:

« paragraph 73(e) of [AS 16 Property, Plant and Equipment

* the requirements of 1AS 7 Statement of Cash Flows

« the requirements of paragraphs 30 and 31 of [AS 8 Accounting Policies, Changes in Accounting Estimates and Errors

* the requirements of paragraph 17 of 1AS 24 Related Party Disclosures

* the requirements in I1AS 24 Related Party Disclosures to disclose related party transactions entered into between two or more
members of a group

* the requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118, 119(a) to (c), 120 to 127 and
129 of IFRS 15 Revenue from Contracts with Customers.

The Company is a wholly owned subsidiary of Swissquote Bank Ltd, which heads the smallest group for which consolidated
financial statements are produced. The ultimate parent and controlling party is Swissquote Group Holding Ltd, and which
heads the largest group for which consolidated financial statements are produced. Those consolidated financial statements can
be obtained from Swissquote's website: http://www.swissquote.ch/sqw-group/ investor/ reporting.jsp

As per paragraphs 2 and 8 of the Application Guidance to FRS 100, it was considered that the consolidaled financial statements
of the ultimate parent (Swissquote Group Holding Ltd) presented in accordance with IFRS provide disclosures that mect the
basic disclosure requirements of the relevant standard. The accounting policies described above have been applied consistently.

Critical accounting estimates and judgments

The preparation of financial statements in conformity with generally accepted accounting principles requires the use of certain
critical accounting estimates and assumptions. [t also requires management to exercise its judgement in the process of applying
the Company's accounting policies. Although these estimates are based on management’s best knowledge of current events and
actions, actual results mav ultimately differ from those estimates. '

As at 31 December 2018 there have been no accounting estimates that have significantly impacted the financial statements.

Adoption of new and revised IFRSs

The following standards, amendments and interpretations are effective on or after 1 January 2018 and the Company applied
them for the first time. The nature and effect of the change arising from the adoption of these new accounting standards are
described below.

icable for fi ial
Standards / Interpretation Content Applicable for financial years

beginning on/ after
IFRS 15 Revenue from contracts with customers 1 January 2018
IFRS 9 Financial instruments 1 January 2018

IFRS 15 "Revenue from contracts with Customers”

The Company has adopted [FRS 15 that establishes a comprehensive framework for determining whether, how much and when
revenue is recognised. It replaces existing revenue guidance, including 1AS 18 "Revenue". IFRS 15 contains new guidelines on
whether revenue should be recognised at a certain point of time or over time. For cases involving variable consideration, a new
recognition threshold was introduced. Under this reporting standard, variable amounts are only included in revenue if it is
highly probable that a significant revenue reversal will not.occur in the future as a result of re-estimation. IFRS 15 also
introduces new guidance on the recognition of the costs of fulfilling and obtaining a contract and includes significantly
increased requirements for the disclosure of revenue in the annual financial statements. The Company applied the exemptions
set out under FRS 101 (art. 8, eA). The impact of the adoption of IFRS 15 was not significant. ’
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

23

Adoption of new and revised IFRSs {continued)

IFRS 9 “Financial instruments”

The Company has adopted IFRS 9 with a date of transition of 1 January 2018, which resulted in changes in: (1) the accounting
policies for recognition, classification and measurement of financial assets and liabilities, (2} the impairment of financial assets
and (3} in certain other standards dealing with financial instruments such as IFRS 7 “Financial instruments: disclosures”.

As permitted by the transitional provisions of IFRS 9, the Company elected not to restate comparative figures and the impact of
the first time adoption was recognised in the opening retained earnings of the balance sheet as of 1 January 2018. The adoption
of IFRS 9 did not lead to any changes in the classification and measurement of financial assets and liabilities, except for the
application of expected credit loss model. ‘

Details of- the specific IFRS 9 accounting policies applied in the current period are described below. The previous 1AS 39
accounting policies applied in the comparative period are detailed in Notes 2.7 and 2.8 (where new IFRS 9 accounting policies
are not repeated).

Financial assets classification

Since the adoption of [FRS 9, the classification and measurement of debt instruments depend on (1} the business models of the
entity for managing the assets and (2) the cash flow characteristics of the asset. Based on these factors, the company classifies its
debt instruments into one of the following three measurement categories: '

- Amortised cost;

- Fair value through other comprehensive income (FVOCI);

- Fair value through profit or loss (FVTPL).

Impairment
IFRS 9 vutlines a 3-stage model for impairment based on changes in credit quality since initial recognition.

Stage1 All financial instruments at initial recognition (except if already credit-impaired at acquisition).

A financial instrument is moved to stage 2 if there is a significant increase in credit risk since initial

2
Stage 2 recognition.

Stage 3 Any financial instrument that is credit-impaired.

Financial instruments in stage 1 have their Expected Credit Loss (ECL) measured at an amount equal to the portion of lifetime
expected credit losses that result from default events possible within the next 12 months. Instruments in stage 2 or 3 have their
ECL measured based on expected credit losses on a lifetime basis.

The following standards, amendments-and interpretations have been issued but have not impacted the Company

Applicable for financial years

Standards / Interpretation Content beginning on/ after

IAS 40 (amended) Transfer of Investment Property 1 January 2018
IFRS 2 (amended) Classification and Measurement of Share-based Payment 1 January 2018
[FRS 4 (amended) Insurance Contracts 1 January 2018
1AS 28 (amended) Investments in Associates and Joint Ventures 1 January 2018
IFRS 1 (amended) First-time Adoption of IFRS 1 January 2018

The following standards and interpretations have been issued, are mandatory for the accounting periods beginning on/after 1
Jartary 2019 and aré expected to be relevant to the Company:

. Applicable for financial years
Standards / Interpretation Content. beginning on  after

IFRS 16 Leases 1 Januarv 2019

IFRS 16, “Leases”

The standard sets out the principles for the recognition, measurement, presentation and disclosures of leases for both parties to
a contract. IFRS 16 will replace the previous standard IAS 17 and related interpretations. Exemptions apply in the case of short
term leases and low value lease assets. The Company is assessing the potential impact on its financial statements resulting from
the application of IFRS 16. The Company's undiscounted minimum lease payments for operating leases are disclosed in Note
3.2
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

24

25

26

27

28

Turnover

Turmover consists of commission and mark-up eamed from trading foreign exchange, precious metals, and contracts for
differences, net of rebates paid to introducing brokers and net of prime broker fees paid to Swissquote Bank Ltd.

Foreign currency translation

(i) Functional and presentation currency

Items included in the Company's financial statements are measured using the currency of the primary economic environment in
which the entity operates (“functional currency”). The financial statements are presented in Sterling Pound (£ or GBP), which is
the Company’s functional and presentation currency.

(ii} Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions or valuation where items are remeasured. Foreign exchange gains and losses resulting from the scttlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statement.

Foreign currency 2018 2017
translation Closing rates  Closing rates
EUR 0.8984 0.8888
usD 0.7841 0.7406

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is reported in the statement of financial position when there is a
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis, or realise, the asset
and settle the liability simultaneously.

Financial assets

Financial year ended 31 December 2018

The Company applied the classification and measurement requirements for financial assets under IFRS 9 for the year ended 31
December 2018. The 2017 comparative period was not restated, and the requirements under 1AS 39 were applied. Reference is
made to Note 2.3 for description of key changes in accounting policies because of IFRS 9 as they will not be repeated here.

Financial year ended 31 December 2017

The Company classifies its financial assels in the following categories: financial assets at fair value through profit or loss and
loans and advances. Management determines the classification of its investments at initial recognition.

(i) Financial assets at fair value through profit or loss

This category includes financial assets that are acquired principally for the purpose of selling them in the near future or holding
them as part of a portfolio that is managed together for short-term profits or position taking. Derivative financial instruments
arc also categorised as financial assets at fair value through profit or loss (unless designated as hedge accounting).

(ii) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. They arise when the Company provides money, goods or services directly to a debtor with no intention of trading the
receivable. They are included in current assets, except for maturities greater than twelve months after the reporting date. These
are classified as non-current assets.

The Company's loans and receivables comprise “trade and other receivables” and "cash and cash equivalents” in the balance
sheet.

Impairment of financial assets carried at amortised cost

Financial year ended 31 Decentber 2018

The Company applied the impairment requirements for financial assets under IFRS 9 for the vear ended 31 December 2018. The
2017 comparative period was not restated, and the requirements under [AS 39 were applied. Reference is made to Note 2.3 for
description of key changes in accounting policies because of IFRS 9 as they will not be repeated here,

Financial year ended 31 December 2017

The Company assesses at each balance sheet date whether there is objective evidence that a financial asset or group of financial
assets is impaired. A financial asset ora group of financial assets is impaired and impairment losses are incurred if, and only if,
there is objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset
(a 'loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated.
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Impairment of financial assets carried at amortised cost (continued)

The Group first assesses whether objective evidence of impairment exists.

If there is objective evidence that an impairment loss on loans and receivables has been incurred, the amount of the loss is
measured as the difference between the assel's carrving amount and the present value of estimated future cash flows (excluding’
future credit losses that have not been incurred) discounted at the financial asset’s original effective interest rate. The carrying
amount of the asset is reduced through the use of an allowance account and the amount of the loss is recognised in the income
statement. If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective
interest rate determined under the contract. As a practical expedient, the Company may measure impairment on the basis of an
instrument’s fair value using an observable market price.

When a loan is non-collectable, it is written off against the related provision for loan impairment. Such loans are written off
after sufficient objective evidences have been identified, such as:

* Significant financial difficulty of the issuer;

* A breach of contract, such as a default or delinquency in interest or principal payments;

¢ The lender, for economic or legal reasons relating to the borrower’s financial difficulty, granting to the borrower a
concession that the lender would not otherwise consider;

* The probability that the borrower will enter bankruptcy or other financial reorganizatiory

* The disappearance of an active market for that financial asset because of financial difficulties;

* Observable data indicating that there is a measurable decrease in the estimated future cash flows from a group of
financial assets.

Subsequent recoveries of amounts previously written off decrease the amount of the provision for loan impairment in the
income statement.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised (such as an improvement in the debtor’s credit rating), the previously
recognised impairment loss is reversed by adjusting the allowance account. The amount of the reversal is recognised in the
income statement.

Derivative financial instruments

Derivative financial instruments include contracts for difference on foreign currency pairs, gold, indices and commodities, that
are initially recognised in the statement of financial position at fair value on the date a derivative contract is entered into and
that are subsequently remeasured at their fair value. Fair values are determined by the prices quoted by the Company, which
are derived from directly observable exchange rates and quoted prices obtained from stock exchanges. Derivative financial
instruments are recognised on the statement of financial position as current assets when fair value is positive and as current
liabilities when fair value is negative. Derivative financial instrumenis form part of the Company's operating activities.

Tangible assets

Tangible assets are stated at historical cost less depreciation. Historical cost includes expenses that are directly attributable to
the acquisition of the items. Depreciation is provided at rales calculated to write off the cost less estimated residual value of
each asset over its expected useful life, as follows:

Leaschold improvements/ fixtures & fittings Over the period of the lease
Furniture and equipment Over 3 years at 33% per annum on a straight line basis
Computer hardware Over 3 years at 33% per annum on a straight line basis

Subsequent costs are included in the asset’s carrving amount or are recognised as scparate assets, as appropriate, ondy when it
is probable that the future economic benefits associated with the item will flow to the Company and the cost of the item can be
measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and maintenance are charged to
the income statement during the financial period in which they are incurred.

The cost of acquisition and accumulated depreciation of an item is derecognised when no future economic benefits are expected
from its use or disposal.

The assets’ residual values and useful lives are reviewed, and adjusted as appropriate, at each balance sheet date. An asset's
carrying amount is written down immediately to its recoverable amount if the asset's carrving amount is greater than its
estimated recoverable amount. Gains and losses on disposals are determined by comparing the proceeds with the carrying
amount and are recognised in the income statement.

Impairment of tangible assets

Assets that have an indefinite useful life - for example, goodwill - are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s
carrving amount exceeds its recoverable amount. The recoverable amount is the highest of an asset’s fair value less costs to sell
and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). Non-financial assets other than goodwill that suffered an impairment
are reviewed for possible reversal of the impairment at each reporting date.

12
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Current and deferred tax

The charge for taxation is based on the profit or loss for the vear and takes into account taxation deferred because of timing
differences between the treatment of certain items for taxation and accounting purposes.

Deferred income taxes are provided, using the liability method, for all temporary differences arising between the lax bases of
assets and liabilities and their carrying values for financial reporting purposes. Deferred income tax is determined using tax rate
(and laws) that have been enacted or substantively enacted by the balance sheet date and arc expected to apply when the
related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that the Company has sufficient taxable temporary differences or
there is convincing other evidence that sufficient taxable profit will be available against which the unused tax losses or unused
tax credits can be utilised by the Company..

Post-retirement benefits

The Company operates a defined contribution pension scheme. The assets of the scheme are held separately from those of the
Company in an independently administered fund. The amount charged to the profit and loss account represents the
contributions payable to the scheme in respect of the accounting period.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of past events, if il is
probable that the Company will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at
balance sheet date. Where a provision is measured using cash flow estimates to settle the present obligation, its carrying
amount is the present value of those cash flows.

When some or all of the economic benefit required to settle a provision are expected to be recovered from a third party, the
receivable is recognised as an asset if it is virtually certain that the reimbursement will be received and the amount of the
receivable can be measured reliably.

Share capital

Ordinary shares are classified as equity. Share premium includes any premium received on the issuing of new shares.
Incremental costs directly attributable to the issue of new shares or options or to the acquisition of a business are shown in
equity as a deduction, net of tax, from the proceeds.

Leases

The leases entered into by the Company are operating leases. The total payments made under operating leases are charged to
the income statement on a straight-line basis over the period of the lease.

When an operating lease is terminated befor¢ the lease period has expired, any pa\ ‘ment required to be made to the lessor by
way of penalty is recognised as an expense in the period in which termination takes place.

Fiduciary activity

The Company holds money on behalf of clients in a fiduciary capacity and in accordance with the Client Money Rules of the
Financial Conduct Authority. Such monies and the corresponding amounts due to clients are excluded from these financial
statemnents as the Company is not beneficiallv entitled thereto. As at 31 December 2018 the Company held £14,417,778 in
segregated client money accounts (£18,801,994 as at 31 December 2017).

Cash and cash equivalents
Cash and cash equivalents include cash in hand, cash at bank and deposits held at call with banks.

13
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Financial risk management

The Company is exposed to a number of financial risks including business risk, market risk, credit risk, operational risk,
liquidity risk, and regulatory risk. The board of directors has direct responsibility for the Company’s risk management and
control framework, which includes the preparation of a quarterly risk report presented to the Company's board of directors
and also to the parent company's risk management function. The Company also reviews at least annually its Internal Capital
Adequacy Assessment Process ("ICAAP"), which includes an assessment and quantification of the risks that the Company is
exposed to.

Credit risk
Credit risk is defined as the possibility of a loss being incurred as the result of a counterparty failing to meet its financial
obligations.

Credit risk arises from derivative financial instruments and deposits with banks and financial institutions, as well as from credit
exposure to customers, including outstanding receivables. Customer cash is managed in accordance with the FCA's Client
Moneyv rules, and is held in bank accounts with authorised institutions. Under these rules and to safeguard its security,
customer cash is segregated from the Company’s cash. All financial institutions used for investment of both customer and
corporate cash are evaluated for credit worthiness.

The credit risk in respect of customers arises from a customer's trading position going into deficit through incurring a loss in
excess of the required margin deposit, The trading platform provided to customers compares in real time client margin deposits
with potential losses, and where margin deposits are insufficient, will close out immediately all open positions to avoid a
debtor position occurring (in normal market conditions). Given the liquidity in the markets in which the Company operates, the
likelihood of this resulting in a loss to the Company is low. Given that the client's positions are all covered by margin held at
the vear end date, the credit risk exposure is nil. In exceptional situations where the market prices move very rapidly the
closing of positions might result in a loss.

(i) Maximum exposure to credit risk

31 Dec 2018 31 Dec 2017
Credit risk exposure relating to on bidance sheet assets are as follows: £ £
Derivative financial instruments - with customers - -
Cash at bank (excluding cash in hand) 7,996,925 19,255,189
Trade debtors 95,836 77,603
Other receivables 529,789 660,607
Total credit exposure on financial assets (gross amount) 8,622,551 19,993,399
Less: ECL allowance on cash and equivalent (10,000) -
Total credit exposure on financial assets (net amount) 8,612,551 19,993,399

(ii) Credit quality of financial assets
The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to extermal credit
ratings (if available) or using the Credit Quality Step of the central government in which the institution is incorporated.

Cash at bank (excluding cash in hand)

31 Dec 2018 31 Dec 2017
£ £
AAAto AA- 2,046,640 14,771,362
A+ to A- _ 2,801,932 2,809,854
BBB+ to BBB- 3,138,334 1,673,973
7,986,926 19,255,189

Trade debtors and Other receivables
Unrated 625,625 738210
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31 Credit risk (Continued)
{iii) Offsetting

Offsetting and related rights to sct-off are risk management tools that the Group uses among others to reduce counterparty

credit risk.

The following table presents the recognised financial instruments that are subject to enforceable matter netting arrangements or

other similar agreements.

Amounts owed to/ from Group
Advances of net unrealised rev:

Balance at 31 December 2018

Amounts owed to/ from Group
Advances of net unrealised rewv

Balance at 31 December 2017

Owed from Owedto Open Margin Received Net amount

Group - Gross Group - Gross derivatives " from client after offsetting

amounts of amounts of with clients in the balance

Financial Financial ‘sheet
Liabilities Assets

£ £ £ £ £

43,137,468 42,413,974 - - 723,494

- - (2.927,266) 2,927,266 -

43,137,468 42,413,974 {2.927,266) 2,927,266 723,494

Owed from Owed to Open Margin Received Net amount

Group - Gross Group - Gross derivatives from client after offsetting

amounts of amounts of with clients in the balance

Financial Financial sheet
Liabilities Assets

£ £ £ £ [

(18,571,167) 17,568,744 - - {1,002.423)

- - (12,458,590) 12,438,590 -

(18.571,167) 17,568,744 {12,458,590) 12,458,590 (13,461,013)

The Company has a contractual agreement with Swissquote Bank Ltd to enter into a back to back trade in respect of derivative
positions with clients. Net trading gains and losses between the Company and Swissquote Bank Ltd are settled daily.
Therefore, there are no open derivatives positions with Swissquote bank as at 31 Dec 2018.

The Company sets-off unrealised losses incurred in respect of an open position against any of the client money that is held by

the Company.

This arrangement meets the criteria for offsetting and therefore no derivatives are presented on the balance sheet.
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3.2 Liquidity Risk

This risk arises primarily from funding client open positions. All trades are on a matched-principal basis with parent company,
Swissquote Bank Ltd, which provides funding for the Company. Liquidity risk also arises from the risk of not being able to
liquidate investments in a timely manner. To mitigate this risk, the Company maintains sufficient liquid cash resources.

The table below presents the balances payable by the Company under non-derivative financial liabilities by remaining
contractual maturities at the balance sheet date. Derivative financial liabilities are included in the analysis if their contractual
maturities are essential for an understanding of the timing of the cash flows. The amounts disclosed in the table are the
contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of discounting
is not significant.

Less than 1 Between 2and 5 Total
year years
31 December 2018 £ £ £
Trade and other payables 2,763,002 - 2,763,002
31 December 2017
Trade and other payables 14,346,793 - 14,346,793

Financial commitments
At the year end, the Company was conunitted to make the following payments in respect of lease with expiry date on 29th

March 2023
Less than 1 Between 2and 5 Total
year years
31 December 2018 £ £ £
Land and buildings 213,219 710,729 923,948
31 December 2017
Land and buildings 55,147 - 53,147

“The lease term expires on 29 April 2023. The above figure does not include the return of the rent deposit of £139,260.

Contingent liabilities
The Company has no contingent liabilities at the year end.

33 Market risk
(i) Price risk
The Company trades on a matched-principal basis with its parent company and takes no proprietary positions, and hence is not
exposed to direct market risk.
(ii) Foreign exchange risk
The functional currency is Sterling Pound, but the Company operates on a cross-border basis, hence has assets and liabililies

denominated in other currencies, and is exposed to movements in foreign exchange rates. The company seeks to mitigate this
exposure by minimising the exposure in foreign currencies.

The foreign exchange risk arises primarily with respect to the Euro and US dollar.

At 31 December 2018, if the Sterling Pound (£) had weakened/strengthened by 10% against the Euro with all other variables
held constant the pre-tax loss for the vear would have been £211,131 (2017: £582,172) lower/higher (2017: lower/higher), mainly
as a result of foreign exchange losses/gains on the translation of Euro denominated balances.

At 31 December 2018, if the Sterling Pound (£) had weakened/strengthened by 10% against the US dollar with all other
variables held constant the pre-tax loss for the year would have been £52,648 (2017: £57,695) lower/higher (2017: lower/higher),
mainly as a result of foreign exchange losses/gains on the translation of US dollar denominated balances.

(iii) Market liquidity risk

Market liquidity risk represents the risk that the level of expected market activity changes dramatically and, in certain cases,
may even cease to exist. This situation resulting in the inability for a market participant to liquidate a position in a timely
manner at a reasonable price. The effects of market liquidity risk can result into a price impact of trading activity and/or a
postponed trading execution. This exposes the Company to the risk that it will not be able to transact business and execute
trades in an orderly manner which may impact the results and/or client account balances.

(iv) Interest rate risk

Cash flow interest rate risk is the risk that the future cash flow of a financial instrument will fluctuate because of changes in
market interest rates. Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate because of
changes in market interest rates.

As the Company does not hold any material assets/liabilities subject to interest rates, this risk is considered insignificant.

No sensitivity analysis is presented for interest rate risk as the impact of reasonably possible market movements on the
Company's pre-tax profit are not significant to the Company’s financial performance and position.

16




SWISSQUOTE LTD - 07710095

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

34

3.6

37

38

Operational Risk: is defined as the risk of direct or indirect losses resulting from an inadequacy or failure attributable to
procedures resulting from human, systems, or external factors. This risk is mitigated by the Company’s systems of intermal
controls, policies and procedures:

Business Risk: the principal business risk for the Company in the initial period following authorisation is to acquire sufficient
customers and generate revenue that cover the fixed overheads of the business. Thereafter, the Company will have a
dependency upon the trading volumes of its customer base, which are to a significant extent driven by volatility in the market.
The impact of reduced volatility can be mitigated by reducing the level of marketing spend.

Regulatory Risk: is the risk of non-compliance with, and future changes to, regulatory rules potentially impacting our business
in the markets in which we operate. The Company's products make them higher risk when compared to traditional forms of
trading. They are leveraged, derivative products, not listed on an exchange. Consequently, the Company's regulatory licenses,
especially those which enable trading with retail clients, are subject to a large number of rules, The Company mitigates the risk
of non<ompliance by ensuring it has adequate and experienced compliance professionals and associated policies and
procedures.

Capital Management: the Company manages its capital resources on the basis of regulatory capital requirements and through
its own assessment of capital required to cover all material tinancial risks. The Company manages its regulatory capital through
an Intermal Capital Adequacy Assessment Process (known as the ICAAP) in accordance with guidelines and rules implemented
by the FCA. The Company’s capital is equal to Total Shareholders Funds. The Company has complied with all externally
imposed capital requirements to which it is subject.

Financial assets and liabilities categorisation
IFRS 7 requires presenting all the financial assets and liabilities of the Company by category and by class of instruments.

31 December 2018
Loansand  Fair value through

Classes of financial assets . ) Total
receivables profit or loss

£ £ £

Trade and other receivables 716171 - 716171

Cash and cash equivalents 7,986,926 - 7,986,926

Total financial assets 8,703,097 - 8,703,097

Classes of financial liabilities _ Other  Fairvalue through Total
liabilities profit or loss

£ £ £

Trade and other payables 2,763,002 - 2,763,002

Total financial liabilities 2,763,002 - 2,763,002

31 December 2017

Classes of financial assets Loa.ns and - Fair value.through Total
receivables profit or loss

£ £ £

Trade and other receivables 812,494 - 812,494

Cash and cash equivalents 19,255,189 - 19,255,189

Total financial assets 20,067,683 - 20,067,683

Classes of financial liabilities . Other Fair valuehthrougl"l Total
liabilities profit or loss

£ £ £

Trade and other payables 14,346,793 - 14,346,793

Total financial liabilities 14,346,793 - 14,346,793
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W

Fair value of financial assets and liabilities

The table below analyses financial instruments carried at fair value by major product category and fair value hierarchy. The
different levels have been defined as follows:

* Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities. This level of the fair value hierarchy
provides the most reliable evidence of fair value and is used to measure fair value whenever available..

* Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from prices).

* Level 3 - Inputs for the assets or liabilities that are not based on observable market data (unobservable inputs).

The following table presents the Company’s financial assets and liabilities that are measured at fair value:

31 December 2018 Level 1 Level 2 Level 3 Total
£ £ £ £

Financial assets

Derivative financial instruments (Note 3.1 (iii}} - 2,927,266 - 2,927,266

Total financial assets - 2,927,266 - 2,927,266

Financial liabilities .

Derivative financial instruments (Note 3.1 (iii)) - (2,927,266) - (2,927,266)

Total financial liabilities - (2,927,266) - (2,927,266)

31 December 2017 Level 1 Level 2 Level 3 Total
£ £ £ £

Financial assets

Derivative financial instruments (Note 3.1 (iii)) - 12,438,590 - 12,458,590

Total financial assets - 12,458,590 - 12,458,590

Financial liabilities

Derivative financial instruments (Note 3.1 (jii)) - (12,438,590) - - 12,458,590

Total financial liabilities - (12,458,590 - (12,458,590)

The fair value of financial instruments that are not traded in an active market (i.e. over-the-counter derivatives) is determined
by using valuation techniques. These valuation techniques maximise the use of observable market data where it is available and
rely as little as possible on entity specific. estimates. The Company uses a variety of methods and makes assumptions that are
based on market conditions existing at each balance sheet date. The Company uses mainly estimated discounted cash' flow
models to determine the fair value for the financial instruments which are not traded in an active market. If all significant
inputs required to fair value of an instrument are observable, the instrument are included in level 2.

The carrying value less ipairment provision of trade receivables and pavables is assumed to approximate their fair value.

Year to Year to
Turnover 31 Dec 18 31 Dec17
£ £
Commission and mark-up earned on foreign exchange and CFDs 4,923,852 7.331,998
Rebates payable to introducing brokers (1,310,429) {1,376,604)
3,613,423 5,955,394
Operating expenses Year to Year to
31 Dec 18 31 Dec17
£ £
Staff costs (shown in note 6) 1,710,180 1,578,258
Depreciation’ 53,979 7,793
Auditors' remuneration;

Auditors’ - audit of these financial statements 28,405 21,630
Auditors’ - other assurance services required by law or regulation 15,500 16,480
Auditors’ - other services relating to taxation - -
Other service fees - accounting and tax 2,059 10,540
Other expenses (shown in note 7) 1,643,171 1454,113
3,453,293 3,088,814

' Due to an error identified during the period, depreciation cost has increased. As 2017 figures are not material, the
comperative figures have not been restated and the entire adjustment has been included in 2018,
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6. Staff costs
Wages and salaries

Other pension costs
Social securitv costs'

The average monthly number of employees during the vear was 27 (2017: 24).

7. Other expenses

Bank fees

Staff related expenses
Marketing

Lease expense
Occupancy
Commwunication & I.T
Legal

Insurance
Consuitancy/ Other Professional
Travel & Entertaining
Office General

VAT

8. Remuneration of directors

Directors’ emoluments
Amounts receivable under long term incentive schemes
Company contributions to money purchase pension schemes

Amounts paid to third parties in respect of directors’ services

Year to Year to
31 Dec18 31 Dec17
£ £
1,442,388 1,363,309
84,270 54,418
1,710,180 1,578,258
Year to Year to
31 Dec18 31 Dec1?
£ £
83,368 36,201
115,345 174,327
749,125 537,519
172,161 164,493
25,177 21,279
78,116 70,313
46,445 19,59
1,268 2,935
201,630 258,104
33,111 74,919
6,154 8,511
111,251 85,918
1,643,171 1,454,113
Year to Year to
31 Dec18 31 Dec17
£ £
501,111 303,776
27,446 20,897
528,557 324,673

The aggregate of emoluments and company pension contributions to a money purchase scheme of the highest paid director

during 2018 is £360,153and 2017 was £355,909 and £282,673 respectively:

The amount of £360,155 is included in the staff costs stated in Note 6.

9. Pension costs

The Company operates a defined contribution pension scheme. The pension cost charge for the vear represents contributions

payable by the Company to the scheme and amounts to £84,270 (2017: £54,418).

There were no outstanding or prepaid contributions at either the beginning or end of the financial year.
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10.

11.

Trade and other receivables As at . As at
31 Dec 18 31 Dec17
£ £
Amounts due from customers 1,828,501 1,810,268
Prepayments 90,546 74,284
Rent deposit 139,260 139,260
Other receivables 390,529 521,347
Total - gross 2,448,836 2,545,159
Provision for bad debt (1.732,665) (1,732,663)
716,171 812,494

At 31 Decéinber 2018, the balance of amounts due from customers of GBP 1.8 million (2017: 1.8 million) includes a provision of
GBP 1.7 illion related to the removal of the 1.20 floor on EUR/CHF by Swiss National Bank in 2015.

The carrying amounts of the Company’s trade and other receivables are denominated in the following currencies:

As at As at

31Dec18 31 Dec17

£ £
Pound sterling 620,335 774,261
Other currencies 95,836 38,233
716,171 812,494

Derivative firancial instruments

Derivative financial instruments are primarily open positions on contracts for difference (CFDs) in which the Company acts as
the counterparty to positions held by the Company's customers at the vear end. These instruments become favourable (assets)
or unfavourable (liabilities) as a result of fluctuations in foreign exchange rates and in fluctuations of the quoted prices of the
underlving indices, commoditics and precious metals. The aggregate contractual or notional amount of these financial
instruments on hand, the extent to which instruments are favourable or unfavourable, and thus the aggregate fair values of
derivative financial assets and liabilities, can fluctuate from time to time. The fair value measurement of these derivative
financial instruments is based on the prices quoted by the Company, which are derived from directly observable exchange rates
and quoted prices obtained from stock exchanges.

The Company has a service level agreement with Swissquote Bank Ltd according to which all trades between the Company and
its clients are hedged by entering into off-set trades between the Company and Swissquote Bank Ltd and are settled on a daily
basis. Therefore, there are no open derivatives positions with Swissquote bank as at 31 Dec 2018.

31 December 2018 Fair value Notional amount
Assets Liabilities
£ [3 £
Currency forwards 2,436,917 - 635,573,166
Precious metals forwards 409 - 447,708
Derivative Financial Instruments 469,940 - 67,387,501
Total derivatives 2,927,266 - 703,408,375
31 December 2017 Fair value. Notional amount
Assets Liabilities
£ £ E
Currency forwards 12,197,720 - 1,692,191,429
Precious metals forwards 7.687 - 669,302
Derivative Financial Instruments 253,183 - 24,826,771
Total derivatives 12,438,590 - 1,717,687,502

The Company has a contractual agreement with Swissquote Bank Lid to enter into a back to back irade in respect of derivative positions with
clients. Net trading gains and losses between the Company and Swissquote Bank Ltd are settled daily, due to this agreement no derivatives
are presented on the balance sheet.
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12. Cash and cash equivalents As at As at
31 Dec 18 31 Dec17
[ £
Corporate bank accounts 7,996,926 19,255,189

Initial application of IFRS 9 (10,000)
7,986,926 19,255,189

As explained in Note 2.17, the Company excludes from the face of its balance sheet cash held in segregated client money bank
accounts on behalf of clients; as at 31 December 2018 this amounted to £14,417,778 (2017: £18,801,995).

The cash and cash equivalents are analysed in the following currencies:

: As at As at

31 Dec 18 31 Dec17
£ £

Pound sterling 713,951 9,687,926
Euro 2,461,892 6,812,523
US dollar 999,551 1,502,380
3,811,533 1,252,360

Other currencies

13. Trade and other payables As at As at
31 Dec 18 31 Dec17

£ £

Accrued operating expenses 274,731 459,677

Trade creditors 284,500 426,102
Amounts owed to group undertaking 2,203,772 13,461,013
2,763,002 14,346,792

The fair values of trade and other pavables as of 31 December 2017 and 31 December 2016 approximate their carrying amount.

The carrying amounts of the Company's trade and other pavables are denominated in the following currencies:

As at As at

31 Dec18 31 Dec17

£ £

Pound sterling (1,993,614) (899,381)
Euro 3,184,072 12,381,707
US dollar 497,989 2,100,360
Other currencies 1,074,355 764,106
2,763,002 14,346,792
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14. Tax on profit As at As at
Analysis of charge in vear 31 Dec18 31 Dec1?
£ £

UK corporation tax:

Total current tax

Adjustments in respect of prior periods
Total deferred tax

Tax on profit on ordinary activities

Factors affecting the tax charge for the current year
The average rate of current tax for year, based on the UK standard rate of corporation tax, is 19% (2017: 19.25%). The current tax

charge for the year and the previous year differs from the standard rate for the reasons set out in the following reconciliation:

Asat As at
31 Dec 18 31 Dec17
£ £
Profit activities before taxation 175,225 2,868,480
(33,293) (522,182)

Tax on profit activities at average rate

Short term timing differences

Group relief paid for as prior year adjustment
Total actual amount of current tax

Factors that may affect future current and total tax charges:

As at 31 December 2018 there are £181,529 (2016: £214,822) potential tax credits available to the company to set off against
future profits of the same trade. These have not been recognised as a deferred tax asset due to the uncertainty of the timing of

the future profit stream of the company.
The UK Government announced that the main rate of corporation tax for the year beginning 1 April 2014 will reduce from 23%

to 17% (2020) to be followed by a further 1% reduction for the vear beginning 1 April 2013. The effective rate for the vear ended
31 December 2018 is 19%.

15. Called up share capital Asat As at
31 Dec 18 31 Dec17
[ £

Allotted, called up and fully paid:
Brought forward 4,260,100 3,760,100
Ordinary shares of £1 each issued during the year - 500,000
As atend of year 4,260,100 4,260,100

16. Related party transactions and ultimate controlling party
The Company is a subsidiary of Swissquote Bank Ltd, a company incorporated in Switzerland, whose address is Chemin de la
Crétaux 33, 1196 Gland, Switzerland, and which is regulated by the Swiss Financial Market Supervisory Authority (FINMA),
and which heads the smallest group tor which consolidated financial statements are produced.

17. Subsequent events

Thiere were no post statement of financial position events that require adjustments or disclosure in these financial statements.
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INDEPENDENT AUDITOR'S REPORT TO THE DIRECTORS OF SWISSQUOTE LTD

Report on the audit of the country-by-country information
Opinion

In our opinion, Swissquote Limited’s country-by-country information for the year ended 3ist December 2018 has been properly prepared, in all
material respects, in accordance with the requirements of the Capital Requirements (Country-by-Country Reporting) Regulations 2013.

We have audited the country-by-country information for the year ended 31st December 2018 in the Country-by-Country Reporting.

Basis for opinion.

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)"), including ISA (UK) 800 and 1SA (UK) 80s, and
applicable law. Our responsibilities under 1SAs (UK) are further described in the Auditors’ responsibilities for the audit of the country-by-country

information section of our report. We believe that the audit evidence we liave obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We r ined ind dent of the pany in accordance with the ethical requi ts that are rel to our audit of the country-by-country
information in the UK, which includes the FRC'’s Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. .

Emphasis of matter - Basis of preparation

In forming our opinion on the country-by-country information, which is not modified, we draw attention to the additional disclosures on page 24 of
the financial statements, which describes the basis of preparation. The country-by-country information is prepared for the directors for the purpose of
complying with the requirements of the Capital Reqmrements (Country-by- -Oountry Reporting) Regulations 2013. The country-by-country information
has therefore been prepared in accordance with a special purpose fi k and, as a result, the country-by-country information may not be suitable
for another purpose.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report to you when:

+ the directors’ use of the going concern basis of accounting in the preparation of the country-by-country information is not appropriate; or

s the di s have not disclosed in the country-by-country information any identified material uncertainties that may cast significant doubt about
the company’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve months from the date when the country-
by-country information is authorised for issue.

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the company’s ability to continue as a
going concern. For example, the terms on which the United Kingdom may withdraw from the European Union are not currently clear, and it is difficult
to evaluate all of the potential implications on the company’s trade, customers, suppliers and the wider economy.

Responsibilities of the directors for the country-by-country information.

Directors are responsible for the preparation of the country-by-country information in accordance with the requirements of the Capital Requirements
(Country-by-Country Reporting) Regulations 2013 and for determining that the basis of preparation and accounting policies are acceptable in the
circumstances. The directors are also responsible for such internal control as they determine is necessary to enable the preparation of country-by-
country information that is free from material misstatement, whether due to fraud or error.

In preparing the country-by-country information, the directors are responsible for assessing the company’s ability to continue as a going concern,
disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless the directors either intend to
liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the country-by-country information

It is our responsibility to report on whether the country-by-country information has been properly prepared in accordance with the relevant
requirements of the Capital Requirentents (Country-by-Country Reporting) Regulations 2013.

Our objectives are to obtain reasonable assurance about whether the coumry—by-eountry information as a whole is free from material misstatement,
whether due to fraud or error, and to issue an auditors’ report that includes our . ble assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with 1SAs (UK) will always detect a matenal mlsstalemem when it exists. \hssta(ements can arise
from fraud or error and are considered material if, individually or in the aggregate, lhey could r iy be expected to infl the ecc
decisions of users taken on the basls of this country-by-country information. .

A further description of our responsibilities for the audit of the country-by-country information is located on the FRC's website at:
www.fre.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinion, has been prepared for and only for the company’s directors in accordance with the Capital Requirements (Country-
by-Country Reporting) Regulations 2013 and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any other
purpose or to any other person to whom this report is shown or into whose hands it may come, save where expressly agreed by our prior consent in
writing.

Storen Linasge”

Steven Linnagar (Senior Slatutory Auditor)
for and behall of PdcewaterhouseCopers LLP
Chartered Accountarts and Statutory Auditors
London

08/04/2019
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SWISSQUOTE LTD - 07710095

ADDITIONAL DISCLOSURES AS PER ARTICLE 89 OF THE DIRECTIVE 2013/36/EU

Swissquote Ltd - Country by Country reporting

Basis of preparation

The' Capital Requirements (Country By Country Reporting) (‘CBCR’) Regulations 2013 (the ‘Regulations’) came into
efféct on 1. January 2014 and have been transposed into UK law and impose certain reporting obligations o institutions
within the UK within the scope of Article 89 of the EU-Capital Requirements Directive IV. The Directors are responsible
for the preparation of CBCR in accordance with the Regulations.

Country by country reporting

Swissquote Ltd (the “"Company”) hereby sets out the required CBCR information for the Company for the vear ended
31 December 2018. The Company also confirms that the following information relates only to the United Kingdom, as
the Company operates solely within this jurisdiction.

a) name, nature of activities
and geographical location

b) tumover

¢) number of employees on a
full time equivalent basis

d) profit or loss before tax

€) tax on profit or loss

f} public subsidies received

Swissquote Ltd

The Company is authorised and regulated by the Financial Conduct Authority as
a matched principal broker and provides online trading in foreign exchange,
contracts for difference, and precious metals, to private and corporate clients

domiciled in EU and non-EU countries.

The Company is located in the United Kingdom,

Tumover for the year ended 31 December 2018 is £3,613,423 (2017: £5,955,394)

As at 31 December 2018, the number of emplovees on a full time equivalent basis
was 24 (31 December 2017: 23).

Profit before tax for the year ended 31 December 2018 is £175,225 (2017: profit of
£2,868,480)

The Company did not incur any tax for the year ended December 2018 (2017: nil)

The Company did not receive any public subsidies in the year ended 31
December 2018 (2017: nil)
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