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Report of the

Shareholders
Ladies and Gentlemen

In the last annual report, we talked of a bleak
year, characterized by turbulence on the financial
markets and chronically bearish stock exchanges.
Worse was to come. In 2002, geopolitical tensions
mounted with the threat of war in Iraq, zero growth
is dogging the global and Swiss economies, lea-
ding companies across all sectors have seen their
stock prices plummet, the SMI has lost 28% and
a directionless uncertainty is crippling both corpo-

rate and private initiative.

This negative climate puts the results achieved
by the swissfirst Group, which are well above the
sector average, firmly in context. With around 100
employees, swissfirst succeeded in generating
net profits of CHF 52.1 m, which is only marginally
lower than the impressive prior-year result of CHF
53.4 m. Despite the fall in market valuations, client
assets under management actually increased by
4%, to CHF 4.08 bn.

What can this remarkable performance be ascri-
bed to? There are many factors at play, but two
are without doubt crucial. The first of these is the
instrumental role of swissfirst’s strategic orienta-
tion to high-potential client segments — primarily
major private and institutional clients. In this
market, we can offer specialized financial services
that are tailored to clients’ specific needs — such
as individual asset management, special invest-

ment-oriented derivative and alternative products,
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Directors

brokerage of large equity positions and so on. The
second crucial factor is our excellent network of
contacts, which provides us with a foundation for
sustained, stable growth.

Against this backdrop, income from commissions
and services, at CHF 84.0 m, is only negligibly lo-
wer than the previous year’s figure (CHF 87.2 m).
Net interest income (CHF 10.2 m) and trading
income (CHF 8.5 m) together totalled CHF 18.7 m,
contributing substantially more to profits than in
2001 (CHF 15.3 m).

As for costs, we managed again this year to keep
the rise in operating expenses (CHF 35.4 m) within
manageable limits. Although personnel capacities
and infrastructure were further expanded, the
large-scale expansion of preceding years gave
way to a phase of consolidation, reflecting market
and business developments. By the end of the
year, the Group’s total headcount had risen to
98.6 (previous year 89.7), adjusted for part-time
working. We thus held to a very low cost-income

ratio of 33.7%, which is unusual in the sector.

At 20.9%, the return on average equity remained
pleasingly high in the current environment (25.3%
in the prior year).

Between end-2001 and end-2002, the price of
the swissfirst share fell from 163.0 to 137.5 Swiss
francs. In the same period, the SMI lost 28% and
the banking sector subindex of the SPI lost 21%.



Report of the

At the time of the IPO back in 1999, it was ex-
plained that swissfirst would not pay a dividend
for the time being, even if its earnings performance
was very good, as the swissfirst share was inten-
ded to be a growth stock rather than an income
stock. Market developments have induced us to
review this policy. In view of the fall in the price of
the swissfirst share, which cannot be put down to
either the company’s asset base or its earning po-
wer, but rather is a reflection of the general stock
market trend, swissfirst would like its shareholders
to benefit from the earnings by paying them a
dividend. Furthermore, on 3 January 2003, swiss-
first switched from the SWX New Market to the
main board of the SWX Swiss Exchange, where
the share will be listed as a stock which pays a
dividend. The Board of Directors thus intends to
propose to the forthcoming Annual Shareholders’
Meeting on 10 May 2003 that a first-time dividend
be paid for 2002. At this same meeting, it will
recommend a reduction in the share capital from
CHF 5.1 m to CHF 5.0 m.

This report must not be concluded without warmly
thanking our shareholders for their loyalty, our
clients for the volume of business they have
placed with us, all our employees for their excep-
tional commitment, and - in particular — the group
management for its dynamic yet diligent approach
to managing the company. swissfirst owes its out-

standing result to your hard work.
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In the current climate, it would be inappropriate
to hazard a guess at the course of events during
the rest of the year. But this much is certain:
the solid asset base of the swissfirst Group, its
undiminished earning power and, above all, its
specialized financial services targeted at high-
potential client segments provide an excellent
foundation for success in a turbulent environment.
We are further aided by our manageable size,
which guarantees short decision-making channels
and great flexibility, enabling us to adapt quickly to
the changing market conditions. Considering all of

these factors, we are confident about the future.

Dr Roland Oswald
Chairman of the Board of Directors



At a glance

2002 Change 2001 Change 2000

CHF in % CHF in % CHF

Gross operating profit 69.627 m -1 12 62.543 m

Net earnings (excl. minorities) 52.063 m -2 17 45.551 m

Commission income 84.044 m -4 4 83.537 m

Net interest income 10.154 m 8 54 6.125 m

Net trading income 8.537 m 46 -27 7.875m

Operating expenses 35.415m 8 -9 36.056 m

Shareholders’ equity 252.442 m 3 40 175.631m

Number of employees (full-time equivalent) 98.6 10 34 67.0

Earnings per share (fully diluted) 10.208 -2 17 8.931
Income for 2002 Summary of results 1996 —2002
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Net earnings in CHF m, from 1998 in accordance with IFRS
(formerly IAS).

Cost/income ratio
2000: 36.6%
2001: 31.8%
2002: 33.7%
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Performance 2002 SWF vs. SNMI/SPI (adjusted)

120
110
100
90 SWF
80
SPI (adjusted)
70
60
50 SNMI
40
= > = — > [<}) > - — | — _
s S = 2 8 © o @
=2 a ° 3 3
D = (=]
The SWF share
Listing on SWX New Market 10.11.1999
Issue price CHF 66.50
Price at end 2001 CHF 163.00
2002 high (on 29 April 2002) CHF 180.00
2002 low (on 10 October 2002) CHF 127.75
Price at end 2002 CHF 137.50

Since 3.1.2003 the swissfirst share has been quoted on the main board of the SWX.

Equity ratios for swissfirst Group

31.12.2002 31.12.2001 31.12.2000
BIS core capital (tier 1) in CHF m 246.5

BIS risk-weighted assets in CHF m 581.0 m

BIS core capital ratio (tier 1) in % 42,4 57,8
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Consolidated financial

Balance sheet

Assets

Cash and other liquid assets

Due from banks

Due from customers

Securities and precious metals trading portfolios
Derivative financial instruments
Financial investments

Participations

Fixed assets

Goodwill

Prepaid expenses and accrued income
Other assets

Total assets

Liabilities and shareholders’ equity

Due to banks

Due to customers

Derivative financial instruments

Deferred income

Other liabilities

Valuation adjustments and provisions
Minority interests

Share capital

— Nominal share capital

— Own shares

Share capital for consolidated financial statements
Retained earnings

Total liabilities and shareholders’ equity

The notes are an integral part of the consolidated financial statements.

statements 200 2

Note 31.12.2002 31.12.2001
CHF 1,000  CHF 1,000

11,442
599,447
233,421
17,336
46,382
56,105
217
28,345
8,461
2,403

7 1,229

1,114,938 1,004,788

D 1AW =N

288,285
345,990
11 56,733
25,465
8 21,660
10 5,686
14,732

12
5,100
-50
5,050
241,187

1,114,938 1,004,788



Consolidated

Profit and loss account

Net interest income

Interest and discount income

Dividend income

Interest expenses

Subtotal: Net interest income

Net commission and service fee income
Commission income from lending activities

financial

Commission from securities and investment business

Commission from other services
Commission expenses

Subtotal: Net commission and service fee income

Net trading income

Securities trading

Foreign exchange and banknote trading
Subtotal: Net trading income

Other ordinary income

Real estate income

Income from associated companies
Income from sales of financial investments
Sundry ordinary expenses

Sundry ordinary income

Subtotal: Other ordinary income

Net operating income

Operating expenses

Personnel expenses

Other operating expenses

Subtotal: Operating expenses

Gross operating profit

Depreciation and write-offs on fixed assets
Valuation adjustments, provisions and losses
Taxes

Profit for the year excl. minority interests
Minority interests

Group profit

Earnings per share

Earnings per share (diluted)

Nominal earnings per share (fully diluted)

The notes are an integral part of the consolidated financial statements.
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Note 2002 2001
12 months 12 months
CHF 1,000  CHF 1,000

13,994
222
-4,787
9,429

130

13 92,660
291

-5,920

87,161

1,968
3,895
5,863

51

4 2,250
-2,985

-644

1,921

593
105,043 103,046

14 -21,125
16 -11,627
-32,752

17 -5,450
-2,382

18 -8,821

52,789 53,641
237
19 52,063 53,404

19 11.02
19 10.98
10.47
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Cash flow statement
Note 2002 2001
12 months 12 months
CHF 1,000  CHF 1,000
Cash flow from operating activities

Interest income 13,936
Dividend income 222
Interest expenses -4,708
Commission income 82,408
Cash inflow from trading income 6,260
Net payments to suppliers and employees -29,911
Settlement losses -58
Net income from real estate, investments, extraordinary expenses 1,112
Tax paid -5,191

Cash flow from operating activities before movements 61,484 64,070
in working capital:

Movements in working capital

Increase / decrease in amounts due from customers -81,822
Increase / decrease in amounts due to banks 244,901
Increase / decrease in amounts due to customers -39,327
Other 14,821

Net cash flow from operating activities 85,980 202,643

Cash flow from investing activities

Balance arising of acquisitions 26 -12,894
Purchase / sale of investments (balance) -5,643
Acquisition of participations -24
Purchase of furniture, fixtures and fittings -7,605

Net cash flow from investing activities -81,746 -26,166

Cash flow from financing activities

Increase in share capital 12,012
Gains on own shares 2,740
Net cash flow from financing activities
Increase in cash and cash equivalents -8,391 191,229
Cash and cash equivalents at 31.12.2001 / 31.12.2000 20 238,743
Increase in cash and cash equivalents from first-time consolidation 198,253
Cash and cash equivalents at 31.12.2002 / 31.12.2001 20 628,225

The notes are an integral part of the consolidated financial statements.
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Consolidated financial

Analysis of shareholders’ equity

As at 31.12.1999

Adjustment for IAS 37 *

Change to own shares

Other changes

Profit for the year 2000

As at 31.12.2000

Adjustment to opening balance sheet due to IAS 39
Change to own shares

Other changes

Net change in reserves

for financial investments available for sale
Difference on currency translation

Profit for the year 2001

As at 31.12.2001

Change to own shares

Other changes

Net change in reserves

for financial investments available for sale
Profit for the year 2002

As at 31.12.2002

* Reclassification of provisions no longer admissible under IAS 37 and transfer into shareholders’ equity

The notes are an integral part of the consolidated financial statements.

Note

12

19

12

19

12

statements

Share
capital
CHF 1,000
5,100

5,100

5,100

5,100

Own
shares
CHF 1,000
-302

12

-290

240

-123

200 2

Retained Total share-

earnings holders’ equity

CHF 1,000
125,492
1,000
-1,199
-3
45,551
170,841
3,629
18,812
-770
-4,733

4
53,404
241,187
-20,730
59
-25,114

52,063
247,465

CHF 1,000

252,442



Notes to the 2002

1. General information

Business activities

swissfirst AG, Zug, is the listed umbrella company of swiss-
first Group, a financial services corporation. The Group’s
principal business activities are trading and brokerage of
securities (traditional investment products as well as over-
the-counter derivatives), investment consulting and asset
management for private and institutional investors, and
investment banking.

Accounting and valuation policies

General accounting principles

The consolidated financial statements of swissfirst AG, Zug
(Switzerland) have been prepared and presented in accor-
dance with the International Financial Reporting Standards
(IFRS; formerly 1AS) using the historical cost convention. The
exceptions are trading portfolios, derivative financial instru-
ments and disposable financial assets, which are shown at
market value.

The same valuation policies have been applied as for the
consolidated financial statements at 31 December 2001.

In preparing the accounts, the management is required to
make estimates and assumptions that influence the stated
figures for assets and liabilities or contingent liabilities and
claims at the balance sheet date, as well as for expenditure
and income in the reporting period. The actual results may
differ from these estimates.

Principal accounting policies

a) Consolidation method

The consolidated financial statements comprise the finan-
cial statements of the holding company and the financial
statements of the Group subsidiaries, so that the Group is
seen as a single economic entity. The consolidated financial

consolidated
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statements are prepared using accounting policies consis-
tent throughout the Group. All the Group companies close
their accounts on 31 December. When the consolidated fi-
nancial statements are prepared, intercompany transactions
are eliminated. A list of Group companies with changes to the
scope of consolidation is given in Note 25.

Shareholdings in associated companies are included in the
consolidated financial statements under the equity method.
A list of associated companies is included in Note 4.

b) Offsetting

Assets and liabilities are disclosed separately. Amounts are
only offset if there is an enforceable claim vis-a-vis the
counterparty and if the transactions are performed either
on a net basis or on the basis of simultaneous payment and
delivery.

¢) Recording business transactions

All completed business is recorded in the financial state-
ments as at the transaction date (closing date principle).
The service fee income is recorded on the date or over the
period the service is being provided, i.e. when the transac-
tion is performed or over the course of the contract term.

d) Foreign currency translation

Transactions in foreign currency are recorded at the rate
ruling on the date of the transaction. On the balance sheet
date, financial assets and financial liabilities in foreign cur-
rency are translated at the closing rates of the relevant cur-
rencies. Foreign exchange differences arising between the
conclusion of a transaction and its settlement and unrealized
foreign exchange gains on assets and liabilities in foreign
currency are taken to the profit and loss account.

All Group companies report their annual accounts in Swiss
francs (CHF).



Notes to the 2002

e) Cash and cash equivalents

Cash equivalents stated in the cash flow statement comprise
amounts due from banks and trading portfolios of securities
and precious metals which fall due or can be realized within
90 days.

f) Trading portfolio

Securities and precious metals which are held for trading
purposes are shown at market value. Realized and unrea-
lized profits and losses are disclosed in the profit and loss
account under “Net trading income”.

g) Financial investments

Financial investments are either held until their maturity
date, or are available to be sold or used in the context of
the Group’s ordinary business activities but not specifically
available for trading purposes.

Fixed-interest securities which are intended to be held until
maturity are valued by the accrual method.

Financial investments “available for sale” are valued at
market prices. Unrealized profits and losses are taken to
shareholders’ equity. They are transferred into the profit and
loss account if the investments are sold or in jeopardy.
Interest and dividend income from investments is included in
the profit and loss account under the heading “Net interest
income”. Profits and losses from the sale of investments are
shown under “Income from sales of financial investments”.

h) Own shares

The Group holds a position in its own shares in order to
meet its obligations under share participation schemes for
related persons and employees and to meet its strategic
targets. These shares are not treated as issued share capital
and are deducted in arriving at the figure for shareholders’
equity. Profits and losses arising from the sale of own shares
in shareholders’ equity are credited or debited to retained
earnings; dividends, however, are not credited.

consolidated
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i) Fixed assets

Tangible fixed assets comprise property, furniture, fixtures
and fittings, IT and telecommunications equipment as well
as intangible items. The intangible items comprise computer
software and software licences purchased. They are shown
at acquisition cost less accumulated depreciation. Tangible
fixed assets are depreciated on a straight-line basis over
their estimated useful life as follows:

Property (value of buildings): 20 years
Furnishings and fittings: 5 years
IT (hardware and software),

telecom equipment: 3 years

J) Goodwill

Goodwill is the amount paid by the Group in excess of fair
value for the share it acquires in the net assets of a subsi-
diary or associate company. Goodwill is depreciated on a
straight-line basis over five years.

k) Value adjustments and provisions
Valuation adjustments and provisions are made on the basis
of consistent accounting policies.

I) Derivative financial instruments

Derivative financial instruments, including forex products,
interest rate futures, forward rate agreements, forex and
interest rate swaps, currency and interest rate options (both
short and long) are initially stated at acquisition cost and
subsequently at market value. The market value is calculated
on the basis of stock exchange prices, discounted cash flow
and option valuation models. Where the value is positive, the
derivatives are carried under assets and where it is negative
they are carried under liabilities.

With derivatives, the Group establishes on the transaction
date whether either (1) a fair value hedge or (2) a cash flow
hedge exists. Derivatives classified in this way which meet



Notes to the 2002

the criteria specified in IAS 39 are treated as hedging instru-
ments in the financial statements.

Changes in the market value of derivatives classified as fair
value hedges are stated in the profit and loss account under
the same heading as the corresponding change in market
value for the risk-hedged balance sheet item. If the hedge
instrument no longer meets these criteria, the book value of
an interest-bearing item is adjusted through the profit and
loss account on a straight-line basis over its remaining term.
Adjustments for equity instruments are reflected in retained
earnings until the item is sold.

Changes in market value for derivatives classified as cash
flow hedges are stated in shareholders’ equity. If a future
financial transaction or commitment gives rise to a balance
sheet item, the profits and losses previously stated under
shareholders’ equity are booked out again and offset against
the item’s acquisition cost.

If the hedged cash flow or the commitment is reported
directly in the profit and loss account, the profits and losses
on the hedge instrument accrued to shareholders’ equity in
prior periods are carried in the profit and loss account in the
same period as the transaction hedged.

Both in the year under review and in the previous year, the
Group did not perform any hedge transactions subject to
IAS 39.

m) Pension institutions

Contributions to pension institutions are charged to the profit
and loss account in the appropriate accounting period.

The Group insures its staff with collective foundations and
insurance companies which provide benefits on retire-
ment or in the event of death, disability or termination of
employment. The level of contributions to be paid by the
employees and the relevant Group company is determined
by the employee’s anticipated retirement date. The pension
benefits are based on the contributions paid by the insured
persons and the Group (defined contribution plan). The assets

consolidated
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are independently managed by the collective foundations or
insurance companies.

The Group has not assumed any obligations to make additio-
nal funds available in the event of the collective foundations
or insurance companies being unable to guarantee the
specified range of benefits.

n) Net commission and service fee income
Net commission and service fee income is apportioned to the
relevant accounting period.

0) Taxes and deferred taxes

Taxes on earnings are based on the tax legislation of each
sovereign authority vested with tax-raising powers and
are charged to the profit and loss account in the period in
which the corresponding earnings arise. Timing differences
between the amounts shown as assets and liabilities in the
consolidated balance sheet and the value of the assets
and liabilities for tax purposes are shown as a deferred tax
liability, calculated at the tax rates expected to apply in the
accounting period in which the asset is realised or the liabi-
lity is settled. Changes to the deferred tax liability are shown
as tax expenditure in the profit and loss account.

Approval by the Board of Directors

The Board of Directors of swissfirst AG approved the present
consolidated financial statements on 8 March 2003.
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2. Securities and precious metals trading portfolios

Debt securities

of which listed

of which unlisted

Equities

Total securities and precious metals trading portfolios

31.12.2002  31.12.2001
CHF 1,000  CHF 1,000

0
0
17,336

93,501 17,336

of which securities eligible as collateral for central bank borrowings 0

The Group trades principally in Swiss equities. The trading activities are conducted to meet the customers' requirements, though

income is also earned from own-account trading. Further details on derivatives are given in Note 11.

3. Financial investments

Financial investments - available for sale
Equities — at market value

— listed

— unlisted

Debt Securities — at market value

Total financial investments — available for sale

Financial investments — hold until maturity

Debt securities — accrual method

Total financial investments — hold until maturity

Total financial investments

of which eligible as collateral for central bank borrowings

16

31.12.2002 31.12.2001
Book value Market value Book value Market value
CHF 1,000 CHF 1,000 CHF 1,000 CHF 1,000

17,940 17,940
25,671 25,671
0 0

" wom| mom e | daon |

12,494 12,358

I B T

6,589 6,581
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4. Associated companies
31.12.2002 31.12.2001
CHF 1,000  CHF 1,000
Companies valued under the equity method

Balance sheet value as at 31.12.2001 / 31.12.2000 5,193
Share of profit to 30.6.2001 2,250
—removed owing to increase in equity holding to over 50% -7,226
Balance sheet value as at 31.12.2002 / 31.12.2001 217 217

With effect from 1 July 2001, the shareholding in swissfirst Bank (Liechtenstein) AG, Vaduz — formerly Bank Wegelin (Liechten-
stein) AG, Vaduz — was increased from 25% to 52.5%. This holding is now fully consolidated.

5. Fixed assets

Reporting year Prior year
Furniture IT and Real estate Intangible Total Total
F&F telecom. fixed assets  tangible assets  tangible assets

CHF 1,000 CHF1,000 CHF1,000 CHF1,000 CHF1,000 CHF 1,000
As at 1.1.2002 / 1.1.2001

Cost 9,232 25,355 0 20,099
Accumulated depreciation -5,802 -1,680 0 -4,822
Net book value at 3,430 23,675 0 15,277

1.1.2002 / 1.1.2001
Financial year 2002 / 2001

Net book value at 3,430 23,675 0 15,277
1.1.2002 / 1.1.2001

Addition for net book value / 0 0 0 9,142
first-time consolidation

Additions (net) 278 2,015 663 7,281
Depreciation (see Note 17) -3,233 -953 -79 -3,355
Net book value at 475 24,737 584 28,345
31.12.2002 / 31.12.2001

As at

31.12.2002 / 31.12.2001

Cost 9,510 27,370 1,708 36,522
Accumulated depreciation -9,035 -2,633 -1,124 -8,177
Balance sheet value as at 918 475 24,737 584 26,714 28,345

31.12.2002 / 31.12.2001

The fire insurance value of the buildings and the tangible fixed assets is CHF 40,220,000 (prior year: CHF 40,169,000).
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6. Goodwill
Note 31.12.2002 31.12.2001
CHF 1,000  CHF 1,000
Position at beginning of year 6,406
Increase stake in swissfirst Bank (Lichtenstein) AG 26 4,150
Amortization 17 -2,095
Total goodwill

7. Other assets
Note 31.12.2002 31.12.2001

CHF 1,000  CHF 1,000
Withholding tax credit balances 635
Sundry assets 594

Total other assets

The large difference is due primarily to withholding tax reclaims from share buyback programmes.

8. Other liabilities
Note 31.12.2002 31.12.2001

CHF 1,000  CHF 1,000
Tax liability: current income tax 16,635
Tax liability: deferred taxation 9 2,869
VAT 0
Sundry liabilities 2,156

Total other liabilities

59,847 21,660

The large difference is due primarily to withholding tax payments from share buyback programmes.

9. Tax liability: deferred taxation This relates to the following items (cf. Note 18):

Temporary timing differences on:

Valuation adjustments provisions

Due to deferred taxation

Note 31.12.2002 31.12.2001

CHF 1,000  CHF 1,000

2,869

8 2,898 2,869

The deferred taxes arise from temporary discrepancies due to valuation differences between IFRS (formerly IAS) accounting and

statutory accounting standards.
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Notes to the 2002 consolidated financial statements

10. Valuation adjustments and provisions

Totalat  Specific usage  New allocations Total at
31.12.2001 charged to 31.12.2002
P&L account
CHF 1,000 CHF 1,000 CHF 1,000  CHF 1,000
Valuation adjustments and provisions for credit risks 3,328 -1,027 500
Other provisions 2,358 -1,089 1,202
Total valuation adjustments and provisions 5,686 -2,116 1,702 5,272

The valuation adjustments and provisions for credit risks mainly originate from the acquisition of the former Bank August Roth
AG and serve to cover the claims of former clients that have not yet been satisfied.
Other provisions are set aside for specific business risks.

11. Derivative financial instruments

Contract Positive Negative
volume replacement replacement
values values

CHF 1,000 CHF 1,000 CHF 1,000
Foreign exchange:

— forward foreign exchange transactions 279,837 1,300
— foreign exchange options 1,841,781 3,472
Total foreign exchange as at 31.12.2002 2,121,618 4,772
Total foreign exchange as at 31.12.2001 959,413 1,677
Equities:

— equity options (exchange traded) 135,494 2,809
— equity options (OTC) 414,196 56,485
Total equity options as at 31.12.2002 549,690 59,294
Total equity options as at 31.12.2001 946,408 55,056
Total 31.12.2002 2,671,308 22,112 64,066
Total 31.12.2001 1,905,821 46,382 56,733

The contract volumes and replacement values in the reporting year relate mainly to end-to-end customer transactions. Equity
certificates issued by swissfirst Bank AG are shown under negative replacement values.
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Notes to the 2002 consolidated financial statements

12. Share capital The bearer shares have a nominal value of CHF 1.00 each
Shares Share capital Own shares
Number  CHF 1,000  CHF 1,000

Shares issued at 31.12.2001 5,100,000

Own shares at 31.12.2000 28,950 17,040
corresponding to 5.68%

Outstanding shares at 31.12.2000 481,050

10 for 1 equity split of 11 May 2001 4,329,450

Sale through exercise of call options -239,500 -12,012

Change in value of own shares -123

Own shares at 31.12.2001 50,000 4,905
corresponding to 0.98%

Outstanding shares at 31.12.2001 5,050,000

Sale through exercise of call options -27,500 -1,238

Purchase of own shares 100,000 14,000

Change in value of own shares -823

Own shares at 31.12.2002 122,500 16,844
corresponding to 2.40%

Outstanding shares at 31.12.2002 4,977,500 4,977

All transactions in own shares were at market prices. The average strike price/sale price to staff exercising their options was
CHF 50.00 per share.
The market value of the own shares at 31.12.2002 was CHF 137.50 per share (31.12.2001: CHF 163).

The following share options were outstanding:

Option expiry date Exercise price No. of out- No. of out-
standing options standing options
at31.12.2002  at 31.12.2001

CHF Number Number

09.2002 50.00 2,750
09.2003 170.00 250
06.2004 182.50 2,000

2,250 5,000

Owing to the 10 for 1 equity split on 11 May 2001, the strike price had to be adjusted. The subscription ratio was raised from
1:1 to 1:10 in order to prevent dilution.

The Group does not book either the market value or the intrinsic value of these options in its consolidated financial statements.
2,750 share options were exercised in the year under review (cf. above).
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13. Commission income from securities and investment business

Commission income from brokerage services

Performance fees from asset management

Management fees from asset management

Miscellaneous commission income

Total commission income from securities and investment business

14. Personnel expenses

Salary and bonus payments
Contributions to pension institutions
Other social security contributions
Other personnel expenses

Total personnel expenses

financial statements

2002 2001

CHF 1,000  CHF 1,000
77,145

1,763

12,154

1,598

92,412 92,660

2002 2001

CHF 1,000  CHF 1,000
18,697

941

1,059

428

At 31 December 2002 the Group had 98.6 employees on a full-time-equivalent basis (prior year: 89.7).

15. Pension institutions

At 31 December 2002 outstanding liabilities to pension institutions amounted to CHF 7,588 (prior year: CHF 32,832).
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16. Operating expenses

Note 2002 2001

CHF 1,000  CHF 1,000

Premises 28 854
Telecommunications and IT 3,786
General administrative and business expenses 6,987

Total operating expenses 12,371 11,627

17. Depreciation

Note 2002 2001

CHF 1,000  CHF 1,000

Depreciation of fixed assets 5 3,355
Amortization of goodwill 6 2,095

Total depreciation 6,783 5,450

18. Taxes
2002 2001
CHF 1,000  CHF 1,000
Current taxes 8,821
Deferred taxes 0
Total taxes
Tax rate on pretax group profit 20.00%
Difference in tax rates arising from differences within Switzerland -5.82%

Total taxes (effective tax rate) 14.17% 14.18%
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19. Earnings per share

2002 2001
Group profit for the year (in CHF 1,000) 53,404
Weighted average number of outstanding shares 4,846,075

Earnings per share (in CHF) 1030 11.02]

*The earnings per share figure is calculated by dividing the earnings of the Group by the weighted average number of outstanding shares during the year.

To arrive at the diluted earnings per share, the average number of outstanding shares is adjusted for all potential diluting effects.

2002 2001
Group profit for the year (in CHF 1,000) 53,404
Weighted average number of outstanding shares 4,846,075
+ Adjustment for outstanding share options 19,064
Adjusted weighted average number of outstanding shares 4,865,139

Fully diluted earnings per share (in CHF) 10.30 10.98

20. Cash equivalents *

31.12.2002  31.12.2001
CHF 1,000  CHF 1,000

Liquid assets 11,442
Due from banks 599,447
Securities and precious metals trading portfolios 17,336

Total cash equivalents 619,834 628,225

* Cash equivalents disclosed in the cash flow statement include that are items due within 90 days or are easily realizable.
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21. Business segments

1.1.-31.12.2002 Private Asset Investment Corporate Total
Banking Management Banking Items

CHF 1,000 CHF1,000 CHF1,000 CHF 1,000 CHF 1,000

Net operating income 23,732 6,238 73,619 1,454

Operating expenses -17,208 -3,934 -13,351 -923

Gross operating profit 6,524 2,304 60,268 531 69,627
Depreciation, valuation adjustments, -3,432 -319 -4,134 -358

provisions and losses

Taxes -501 -370 -7,677 -46

Minority interests -618 -109 0 0

Profit after taxes 1,973 1,506 48,457 127 52,063
Total assets 494,805 34,981 582,369 2,783

Total liabilities 483,426 45,193 332,350 1,527

Assets under management 1,290 m 1,281 m 1,481 m 29m

1.1.-31.12.2001
CHF 1,000 CHF 1,000 CHF1,000 CHF 1,000 CHF 1,000

Net operating income 16,417 8,698 76,062 263

Profit from associated companies 0 0 0 2,250

Operating expenses -15,864 -4,004 -12,208 -1,320

Gross operating pro
Depreciation, valuation adjustments, -1,936 -168 -5,688 -40

provisions and losses

Taxes -52 -1,015 -8,704 950

Minority interests -263 26 0 0

Profit after taxes -1,698 3,537 49,462 2,103 53,404
Total assets 674,456 16,637 312,883 812

Total liabilities 598,396 18,338 138,342 3,475

Assets under management 1,554 m 1,257 m 1,129 m

The Group operates primarily in Switzerland and Liechtenstein. Since the geographic region in which assets are booked is
relatively unimportant to the assessment of risks or profit opportunities, the business areas are not broken down by region.
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22. Risk and risk management

General

Risk management is based on the risk policy established
by swissfirst Bank AG, Zurich and swissfirst Bank (Liechten-
stein) AG, Vaduz, which is reviewed by the banks’ manage-
ment once a year.

The risk management and risk monitoring departments of
the respective banks are responsible for monitoring risk.
The Executive Board is informed regularly about the net as-
sets, financial position, liquidity and earnings of the Group,
and about any associated risks, by means of financial and
risk reporting systems appropriate to each level of manage-
ment. This also covers the non-banking companies. Risk
reports are prepared for the individual companies as well
as at Group level.

Credit risk

Credit risk management applies to any undertakings in
which there is a risk of loss if the counterparty is unable to
meet its obligations.

The majority of credit risks in respect of customers entered
into by the swissfirst Group are secured, in almost all cases
by collateral. As financial assets the Group holds equities and
debt securities of first-class issuers on a medium- to long-
term basis. Money-market investments are only held at first-
class banks. The limits in interbank business are authorized
by the responsible members of the Board of Directors.

At both banks, the credit risks are contained by authorization
procedures and an appropriate definition of powers, by the
customary lending limits and by regular reassessment of

consolidated
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longer-term lendings. The risk management and risk moni-
toring departments receive exception reports to assist them
with the supervision of compliance with limits and lending
margins. The development of the credit risks is discussed by
credit committees that meet regularly. The credit commit-
tees have the power to institute measures to limit or reduce
credit risks.

The Risk Management department of swissfirst Bank AG is
responsible for ensuring compliance with the aggregate risk
regulations at Group level.

Other risks involving counterparties

Depository banks and counterparties involved in the settle-
ment of securities and foreign exchange transactions may
be a source of further risk exposure. Counterparties involved
in securities and foreign currency trading are vetted and ap-
proved by the Executive Board. Securities held at depository
banks are subject to restrictions on risk exposure and the
amount held.
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Market risk
Market risks arise from ongoing changes in share prices,
interest and foreign exchange rates.

Market risk in the trading book

The market risks in the Group’s trading book are low. Securi-
ties trading for own account is conducted on a modest scale
and is limited mainly to equities and the related derivatives.
Foreign exchange trading is mainly connected with client
business. Only the two banking institutions take up foreign
exchange positions. Foreign-currency loans are generally
refinanced on the money market with matching maturities.
The Group does not enter into commodity trading.
Securities and foreign exchange holdings are valued on a
daily basis and their market risks are limited in terms of
absolute amounts. Compliance with the limits is monitored
by independent risk management and monitoring depart-
ments.

Market risks in the bank book

The market risks in the bank book may also be rated as low.
swissfirst Group does not engage in traditional loans and
deposits business. Long-term loans at fixed rates are gran-
ted only in exceptional cases. The investment of the Group’s
own assets in debt or equity securities may give rise to the
corresponding interest rate and price risks. The interest rate
risks are assessed and monitored by means of modified
duration figures and interest rate tables.

Market risks in the bank book are restricted by limits. Com-
pliance is monitored by independent bodies.
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Liquidity risk

Liquidity risk is the danger of swissfirst Group or its
corporate units having insufficient liquidity to meet their
commitments.

Daily liquidity levels are monitored by the relevant treasury
units of all Group companies. The risk management and risk
monitoring departments ensure compliance with the liquidity
requirements of banking law. The Group companies endea-
vour to ensure that the liquidity available is significantly
higher than the minimum level required at all times.
Management of liquidity at Group level, with due account
being taken of the other Group companies, is performed by
swissfirst Bank AG in Zurich.

Operational risks

Operational risks may arise, for example, from the unsuitabi-
lity or failure of internal procedures and systems, inadequate
management or external influences.

Business risk is limited by internal regulations and direc-
tives pertaining to organization and control. The internal
procedures and systems are continually being analysed and
improved. The IT systems of the two banks are subject to a
process of ongoing modernisation.
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Legal risks and compliance

The terms «legal risks» and «compliance» relate to risks
arising from the legal and regulatory environment surroun-
ding the business, in particular liability and default risks plus
regulatory risks.

Transaction-related risks are minimized by way of standar-
dized contracts and individual confirmations. The monitoring
of risk connected with the receipt of client assets, as well
as due diligence obligations, are entrusted to compliance
bodies and specially qualified staff members at the two
banks. The head of Legal & Compliance at swissfirst Bank
AG, Zurich, supervises legal risks and compliance aspects at
the Group level. To limit legal risks, external lawyers may be
consulted on a case-by-case basis.
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Notes to the 2002 consolidated financial statements

Liquidity risk
1.1.-31.12.2002 On sight Callable Due
within
3 months
CHF 1,000 CHF 1,000  CHF 1,000
Assets
Cash and other liquid assets 182,923 0 0
Due from banks 225,224 48,072 68,228
Due from customers 71,133 4,427 29,491
Securities and precious metals trading portfolios 93,501 0 0
Derivative financial instruments 0 0 22,112
Financial investments 79,174 0 0
Participating interests 0 0 0
Fixed assets 0 0 0
Goodwill 0 0 627
Prepaid expenses and accrued income 0 0 1,941
Other assets 0 0 23,218
Total assets 651,955 52,499 145,617
Liabilities and shareholders’ equity
Due to banks 193,335 3,026 18,261
Due to customers 163,868 123,095 111,100
Derivative financial instruments 0 0 64,066
Deferred income 34,512 0 0
Other liabilities 0 0 36,719
Valuation adjustments and provisions 0 0 0
Total liabilities and shareholders’ equity 391,715 126,121 230,146
Net position at 31.12.2002 260,240 -73,622 -84,529
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Notes to the 2002 consolidated financial statements

Liquidity risk
1.1.-31.12.2001 On sight Callable Due
within
3 months
CHF 1,000 CHF 1,000  CHF 1,000
Assets
Cash and other liquid assets 11,442 0 0
Due from banks 287,803 142,063 169,581
Due from customers 106,908 9,404 64,753
Securities and precious metals trading portfolios 17,336 0 0
Derivative financial instruments 0 0 46,382
Financial investments 43,610 0 0
Participating interests 0 0 0
Fixed assets 0 0 0
Goodwill 0 0 0
Prepaid expenses and accrued income 0 0 2,403
Other assets 516 0 713
Total assets 467,615 151,467 283,832
Liabilities and shareholders’ equity
Due to banks 246,435 0 27,187
Due to customers 180,088 97,779 67,923
Derivative financial instruments 0 0 56,733
Deferred income 25,465 0 0
Other liabilities 1,001 0 494
Valuation adjustments and provisions 0 0 0
Total liabilities and shareholders’ equity 452,989 97,779 152,337
Net position at 31.12.2001 14,626 53,688 131,495
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Notes to the 2002 consolidated financial statements

23. Fair value of financial instruments *
31.12.2002 31.12.2001
Book value Market value Book value Market value
CHF 1,000 CHF 1,000 CHF 1,000 CHF 1,000
Financial assets

Cash and other liquid assets 11,442 11,442
Due from banks 599,447 599,447
Due from customers 233,421 233,421
Securities and precious metals trading portfolios 17,336 17,336
Derivative financial instruments 46,382 46,382
Financial investments 56,105 55,969
Other assets 1,229 1,229

1,081,391 | 1,081,180 965362 | 965,226 |

Financial liabilities

Due to banks 288,285 288,285
Due to customers 345,990 345,990
Derivative financial instruments 56,733 56,733
Other liabilities 21,660 21,660

807,176 807,176 712,668 712,668

* The table shows the fair value of items included in the balance sheet and off balance sheet, as not all financial instruments are stated at fair value in the
consolidated financial statements.

24. Pledged assets The following assets were pledged to secure the Group’s own liabilities:

31.12.2002 31.12.2001
Amount/book 0f which Amount/book 0f which
value of claim used value of claim used

CHF 1,000 CHF 1,000 CHF 1,000 CHF 1,000
Pledged assets

Due from banks 27,635 603
Securities — trading portfolios 0 0
Securities — financial assets 8,642 0
Tangible fixed assets (real estate) 9,000 5,250

Total pledged assets | 01611 | 28,699 45277 5853

Furthermore, own shares held are subject to the call options sold to employees (see Note 12).
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25. Consolidated group companies
Company

Notes
swissfirst Bank AG
swissfirst Bank (Liechtenstein) AG
swissfirst (Lie) Anlagegesellschaft AG
swissfirst (Lie) Opportunities AG
swissfirst Derivatives AG
swissfirst Asset Management AG (formerly swissfirst Trust AG) 30
swissfirst Consulting AG 30
swisstrader AG
swissfirst Financial Services Ltd.
Bracher AG

26. Acquisitions

Share capital

Reserves

Retained earnings brought forward

Result for the accounting period

Value of holding

Asset value of the assets and liabilities acquired
Goodwill

Purchase price

27. Related parties

Registered Share Participation
office capital direct indirect
CHF 1,000 in % in %
100% 0%
52.5% 0%
0% 52.5%
0% 52.5%
100% 0%
100% 0%
0% 100%
100% 0%
100% 0%
100% 0%
2002 2001
Notes CHF 1,000  CHF 1,000

0
0
0
0
0
0

8,744

6 0

0 12,894

Persons and companies are deemed to be related parties if they are able to exercise control over the Group or have a

significant influence over the financial and operating decisions of the Group. Transactions with related parties occur in the normal
course of business and at arm’s length. At 31.12.2002, the Group had the following claims and liabilities with regard to related

parties:
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27. Related parties (continued from page 33)
31.12.2002 31.12.2001
CHF 1,000  CHF 1,000

Claims from related parties 10,721

Total claims
Liabilities to related parties 17

Total liabilities 17 247

The claims are secured by customary forms of collateral.

The following parties had shareholdings of over 5% in the issued share capital of swissfirst AG, Zug:
31.12.2002 31.12.2001

% of capital % of capital

and votes and votes

Matter Thomas, Herrliberg 22.2%
Hranov-Biihler Rumen, Zollikon 10.0%

28. Irrevocable commitments and contingent liabilities
31.12.2002 31.12.2001
CHF 1,000  CHF 1,000

Irrevocable commitments ~ — Rental and leasing commitments 211
Contingent liabilities — Credit guarantees 15,717

— Performance guarantee 428
Fiduciary investments 1,021,814

The Group rents premises and equipment at terms that are fixed in rental contracts, some of which are irrevocable. As a rule, the
Group has an option to extend the contracts. Rental contract expenses totalled KCHF 135 in 2002 and KCHF 198 in 2001.

29. Staff participation

Since financial year 2002 swissfirst Bank AG has offered to staff of swissfirst Group a choice of drawing their bonus in the form of
cash, shares or warrants. The entire bonus expense is charged to the profit and loss account irrespective of the type of bonus chosen.
Any shares drawn are purchased on the market and any warrants drawn are taken into account in the trading position of swissfirst
Bank AG and stated at market prices. These are European warrants with a term of three years. The shares may only be sold after
three years. The warrants are not eligible for sale. In financial year 2002 a total of 7,859 shares priced at CHF 163 each were drawn
and 26,770 warrants priced at CHF 31.10 were drawn. The warrants expire on 25.2.2005 and the strike price is CHF 163.

30. Events after the balance sheet date

A merger of swissfirst Asset Management AG, Zug and swissfirst Consulting AG, Kreuzlingen is planned with retroactive effect
t0 1.1.2003.
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swissfirst Bank AG
Zurich
100%

swissfirst Derivatives AG
Zug
100%

swissfirst AG
Zug

swissfirst Asset
Management AG**, Zug
100%

.12.200 2

Executive Board

swissfirst Consulting AG**
Kreuzlingen
100%

* New company name since
28.1.2003: swissfirst
Structured Bonds AG

** The merger of these companies
is planned

swisstrader AG*
Zug
100%

swissfirst Financial
Services Ltd., Tortola
100%

Bracher AG
Olten
100%

swissfirst (Lie)
Opportunities AG, Vaduz
100%

swissfirst Bank
(Liechtenstein) AG, Vaduz
52,5%

swissfirst (Lie) Anlage-
gesellschaft AG, Vaduz
100%

2trade Group
Zug
20%
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Group auditors’ report

PRICEAATERHOUSE(QOPERS

PricewaterhouseCoopers Ltd
Stampfenbachstrasse 73
Postfach 634

8035 Zorich
Telephone 01 630 11 11
Fax 01 63011 15

Report of the group auditors
to the general meeting of
swissfirst Ltd

Zug

As auditors of the group, we have audited the consolidated financial statements (balance
sheet, income statement, statement of cash flows, statement of changes in equity and notes)
of swissfirst Ltd for the year ended 31 December 2002.

These consolidated financial statements are the responsibility of the board of directors. Our
responsibility is to express an opinion on these consolidated financial statements based on
our audit. We confirm that we meet the legal requirements concerning professional
qualification and independence.

Our audit was conducted in accordance with auditing standards promulgated by the Swiss
profession and with the International Standards on Auditing, which require that an audit be
planned and performed to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement. We have examined on a test basis
evidence supporting the amounts and disclosures in the consolidated financial statements.
We have also assessed the accounting principles used, significant estimates made and the
overall consolidated financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the
financial position, the results of operations and the cash flows in accordance with the

International Financial Reporting Standards (IFRS) and comply with Swiss law.

We recommend that the consolidated financial statements submitted to you be approved.

PricewaterhouseCoopers Ltd

)
/ V4 % /M\
Pascal Portmann Thomas Brunschwiler

Ziirich, 28 March 2003
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Information on Corporate Governance

1. Group structure

The Group structure is set out on page 35 of the Annual
Report. The shares of swissfirst AG, Zug (Swiss security no.
337 681, ISIN: CH0003376818) were listed on the Swiss
New Market up to and including 30 December 2002; since
3 January 2003 they have been listed in the main segment
of SWX Swiss Exchange. Stock market capitalization as at
30 December 2002 comes to CHF 701.25 m (31 December
2001: CHF 831.3 m). The other Group companies are not
listed. The swissfirst Group does not have any holdings of
more than 5% in other listed companies, nor are there any
cross-shareholdings. The main shareholders of swissfirst AG
are listed in Note 27 (page 34) of the consolidated financial
statements.

swissfirst AG is not party to, nor has any knowledge of, any
significant shareholder pooling agreements.

The swissfirst Group has not transferred any major manage-
ment tasks to third parties.

2. Equity structure

The share capital of swissfirst AG consists of 5,100,000
bearer shares with a nominal value of CHF 1 each plus
conditional capital of CHF 0.25 m corresponding to 250,000
bearer shares. There are no time restrictions on the provi-
sional capital, which is earmarked for distribution to the
employees.

There are no privileged share categories and no regulations
limiting share ownership or transfer. Nor are there any re-
strictions on voting rights.

Governance
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The General Meeting of Shareholders is entitled at any time
to convert bearer shares into registered shares or vice versa
by an amendment to the articles of association.

The company’s holdings of its own shares are listed in Note 4
(page 47) of the statutory holding company statements.

There were no changes to the share capital during the
last three reporting years. However, the Board of Directors
is proposing to the next Annual General Meeting that the
share capital be reduced by CHF 100,000. The statement of
changes in shareholders’ equity is shown on page 12 of the
Annual Report.

Information on the options issued by swissfirst AG can be
found in Note 12 (page 20) of the consolidated financial
statements. The options are backed by the company’s own
holdings.

No convertible bonds are outstanding.

3. Board of Directors
As at 31 December 2002 the Board of Directors was made
up as follows:
Dr Roland Oswald, Chairman (director since 1999)
— business studies at the Universities of St. Gallen
and Neuchétel
— Member of the Executive Board of Zuger Kantonalbank
until 1999
Hans E. Buck, Vice Chairman (director since 1999)
— business studies at the University of Zurich (lic. oec.)
— Member of the Executive Board of ABN AMRO Bank
(Schweiz) until 2001
Hans Kaufmann, Member of the National Council (director
since 1999)
— business studies at the University of Zurich (lic. oec.)
— Chief Economist at Julius Baer & Co. Ltd until 1999,
now an independent entrepreneur
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Rolf P, Erb (director since 1999)
— commercial school and studies in the UK, France, Italy
and the USA
— Chairman and CEO of the entire Erb Group since 1996
Hans-Ulrich Singer (director since 1997)
— commercial training
— chief executive of a pension fund and trustee at
various pension foundations as well as in a 2nd Pillar
(occupational insurance) pension foundation

Heinz Walti relinquished his directorship as of the date of the
AGM (30 April 2002).

Except where indicated, the directors do not serve as direc-
tors of other listed companies. None of the directors perform
any other significant duties, nor do they have any major
business commitments.

All members of the Board of Directors are Swiss citizens;
they are impartial and act on behalf of swissfirst in a non-
executive capacity. None of the directors has ever been an
executive manager of swissfirst AG or of any of the group
companies. None of the directors have any significant busi-
ness interests.

Only shareholders of the company are eligible to stand for
election as directors. Directors are appointed for a term of
one year and may be reelected for a further term. There is
no age limit.

If the Board of Directors consists of more than one director,
it constitutes itself and elects a Chairman, a Vice Chairman
and a Secretary. The Secretary need not be a member of the
Board of Directors.
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The Board of Directors meets at the invitation of the Chair-
man or when requested by one of its members. It shall meet
at least twice a year. In 2002, four meetings of the Board of
Directors were held.

Resolutions are passed by a majority of votes cast. In the
event of a tie, the chair has the casting vote. No quorum is
specified. Resolutions may be passed by circular, unless a
member of the Board of Directors requests verbal delibe-
ration.

Any business that is not reserved by law or by the articles of

association to another statutory body is the responsibility of

the Board of Directors. In particular, the Board of Directors
is responsible for:

— overall supervision of the company, issuing the necessary
regulations and directives and defining the organization;

— structuring the accounting system, financial controlling
and financial planning to the extent required for managing
the company;

— appointing and dismissing persons entrusted with
management and representational tasks;

— overall supervision of the persons entrusted with the
management of the company, especially in respect of
compliance with the law, the articles of association, regu-
lations and directives;

— drafting the annual report, preparing the General Meeting
of Shareholders and implementing its decisions;

— notifying the courts in the event of excessive indebted-
ness;

— passing resolutions regarding subsequent payments for
shares that are not fully paid up;

— ratifying capital increases and any ensuing amendments
to the articles of association;

— appointing the persons authorized to represent the com-

pany.
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The Board of Directors is informed regularly about the state
of the business. In particular, it shall have the following at
its disposal:
— quarterly figures
— budget comparisons
— key figures on risk
(credit risks, market risks, liquidity risks)
— reports on aggregate risk

Three of the five members of the swissfirst AG Board of
Directors are also directors of swissfirst Bank AG, to which
the internal auditors report directly. KPMG act as internal
auditors to swissfirst Bank AG.

Dr. Roland Oswald and Hans Buck constitute the Committee
of the Board of Directors. This Committee is appointed by the
Board in its entirety. The Committee of the Board of Directors
does not constitute an additional tier of authority between
the Executive Board and the Board of Directors. It acts as
a consultative body to the Executive Board in all strategic
and operational matters of special importance prior to their
submission to the Board of Directors. In urgent cases, the
Committee of the Board of Directors may take decisions
normally reserved to the Board of Directors, provided it can
reasonably assume that the Board would be in agreement.

4. Executive Board
As at 31 December 2002 the Executive Board was made up
as follows:
Thomas Matter, CEO (appointed on founding in 1994)
— high school in Switzerland (Wirtschaftsgymnasium)
and in Middleburg, Florida
— bank-focused commercial training at UBS Basel,
equity and derivatives trader at UBS
— until 1993: various sales and dealing posts at
Merrill Lynch
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Dr Werner Erismann, General Counsel (since joining in
1999)
— legal studies at University of Zurich (Dr. iur.)
— attorney at law
— General Counsel at ABN AMRO Bank (Schweiz)
until 1999
Daniel Hefti, CFO (since joining in 2000)
— business studies at the University of St. Gallen
(lic. oec. HSG)
— Swiss Certified Accountant
— at PricewaterhouseCoopers until 2000

With effect from 1 January 2003, Mirko Sangiorgio was
appointed as a Member of the Executive Board.

None of the Executive Board members perform any other
significant duties in management or governing bodies, nor
do they have any major commitments.

All members of the Board are Swiss citizens.

5. Remuneration, share ownership and loans

The Board of Directors decides — in response to proposals
from the Executive Board — on the remuneration of, share
ownership by and the granting of loans to directors and
Executive Board members.

swissfirst Bank AG is authorized within the scope of its nor-
mal business activities to grant loans to corporate bodies.
Loans to directors, unsecured personal loans of CHF 100,000
and above and collateralized loans in excess of CHF 10 m
must be authorized by the Board of Directors. Within these
limits, the bank’s Executive Board may provide the necessa-
ry loan authorization. Loans to corporate bodies are granted
at standard market terms. The terms of the loans must not
exceed one year, although the loan-granting authority may
allow for this period to be extended. As a rule, interest is
based on the 3-month Libor plus a risk-related margin.
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The loans granted by swissfirst Bank AG to corpoate bodies
are listed in Note 3.13 (page 66) of the Bank’s annual finan-
cial statements.

As at 31 December 2002 the members of the Board of Di-
rectors together held 61,483 shares of swissfirst AG and the
members of the Executive Board held 1,048,545 shares.

The members of the Board of Directors and of the Executive
Board do not have any options on swissfirst shares that
could dilute earnings or adversely affect the financial results
in any way.

In 2002, the directors of swissfirst AG and of swissfirst Bank
AG received the following remuneration:

Dr Roland Oswald CHF 24,500
Heinz Wélti (up to 30.4.02) CHF 2,100
Hans E. Buck CHF 23,900
Hans Kaufmann CHF 16,500
Rolf P. Erb CHF 12,400
Hans-Ulrich Singer CHF 12,400
Total CHF 91,800

The directors of the other fully consolidated swissfirst
companies received remuneration totalling CHF 91,500. The
highest remuneration paid to a director of swissfirst AG was
CHF 24,500.

The directors did not receive any additional remuneration.
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The members of the Executive Board received the following
remuneration for financial year 2002 (salaries plus bonu-
ses, prior to deduction of social security contributions and
taxes):

Thomas Matter CHF 250,000

plus 1,818 swissfirst AG shares
Dr Werner Erismann CHF 450,000
Daniel Hefti CHF 250,000

plus 3,182 swissfirst AG shares

No contractually agreed severance packages have been pro-
mised to any swissfirst Group employees. The remuneration
of the management and directors is approved by the Board
of Directors.

6. Participatory rights of the shareholders

The participatory rights of the shareholders comply with
the provisions of the Swiss Code of Obligations. Entitiement
to vote at a General Meeting is based on proof of share
ownership. A shareholder may choose one other shareholder
to represent him or her as proxy. According to the articles
of association, the General Meeting conducts elections and
passes resolutions by an absolute majority of votes cast by
shareholders present or represented by proxy, unless the law
or the articles of association stipulate a qualified majority. At
present, the articles of association do not stipulate a quali-
fied majority in any instances other than those prescribed by
law. A General Meeting must be convened by the Board of
Directors or by the bodies or persons designated by the law
at least twenty days prior to the date on which the Meeting is
to be held. Invitations are published in the Swiss Commercial
Gazette (Schweizerisches Handelsamtsblatt). The items on
the agenda comply with the provisions of the law.
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7. Dividend policy

In the proposals to the General Meeting regarding the appro-
priation of profit for 2002, the payment of a dividend is being
proposed for the first time. swissfirst AG intends to continue
distributing profits on a continuous basis (as dividends or
other similar payments) in future too.

8. Change of ownership / deterrent measures

Parties purchasing or taking over shares of swissfirst AG
are not obligated to submit a public purchase offer in ac-
cordance with Arts. 32 and 52 of the Federal Act on Stock
Exchanges and Securities Trading (“opting out” as per Art.
22 para. 2 SESTA).

In accordance with the provisions of Art. 29 SESTA, the Board
of Directors shall draw attention to any public purchase offer.
In accordance with the law, no significant business trans-
actions will be performed once a public purchase offer has
been submitted.

The employment contracts of Messrs Matter and Erismann
may not be terminated prior to 31 December 2004. Subse-
quently they are subject to a period of notice of six months
to the end of any month. The employment contracts of the
other staff do not stipulate a period of notice exceeding six
months.

9. Auditors

The auditors of swissfirst Group are appointed for a term
of one year. With the exception of swissfirst Bank (Liech-
tenstein) AG (“SFL”), all Group companies are audited by
PricewaterhouseCoopers (“PwC”). PwC have acted as
Group auditors since 1999; they previously held the auditing
mandate of the former ZFP Financial Products AG since its
founding in 1994. SFL has been audited by Deloitte & Touche

Experta AG (“DT”) since it was founded in 1998.
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The lead auditor for swissfirst AG, Pascal Portmann, has held
this post since the 1999 financial year. Pascal Portmann has
been lead auditor for swissfirst Bank AG since financial year
1997.

Total audit fees of CHF 225,000 were paid to PwC for the
2002 financial year. PwC invoiced a further CHF 60,471 for
other services.

DT’s audit fees totalled CHF 57,566 in 2002. It invoiced a
further CHF 4,196 for other services.

Each year, a detailed report is issued in accordance with
banking law both for swissfirst Bank AG, Zurich, and for
swissfirst Bank (Liechtenstein) AG, Vaduz. These are sent to
the responsible supervisory authorities in Switzerland and
Liechtenstein. The Board of Directors is legally obliged to
examine these reports at its meetings.

10. Information policy

Four times a year, swissfirst AG publishes quarterly figu-
res in compliance with the IFRS (formely IAS) accounting
standards. These are made available on the website
www.swissfirst.ch.

The annual and semi-annual reports are also available in
printed form.

swissfirst Group has adopted the ad-hoc publicity rules of
SWX.
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swissfirst AG

Board of Directors Dr Roland Oswald, Baar Chairman
Hans E. Buck, Stetten Vice Chairman
Hans Kaufmann, Wettswil Member
Rolf P. Erb, Salenstein Member

Hans-Ulrich Singer,
Camboinhas-Niterdi, Brazil Member

Executive Board Thomas Matter, CEO

Daniel Hefti, CFO
Dr Werner Erismann
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Balance sheet

Assets

Current assets

Due from banks

Securities

Loans

Prepaid expenses and accrued income
Other assets

Fixed assets
Participating interests

Total assets
Due from group companies

Liabilities and shareholders’ equity
Current liabilities

Due to banks

Accounts payable

Deferred income

Other liabilities

Valuation adjustments and provisions

Total liabilities

Shareholders’ equity

Share capital

Legal reserves

— General reserve

— Reserve for own shares
Unappropriated profit

— Retained earnings brought forward
— Profit for the year

Total liabilities and shareholders’ equity

Due to group companies

financial
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holding

company

31.12.2002 31.12.2001
CHF CHF

35,710,233
sEAEANE 46,587,501

500,000 500,000
46,807 430,754
503,687 401,352

109,903,195 83,629,840

Aieergcid 49,808,039
Apkrsere 49,808,039
157,201,022 133,437,879

36,057,903
L
I
L |
| 12525481 0
0
697,195
I
190,000
887,195
L

13,192,037 887,195

Sl 5,100,000

38,626,933
17,575,000

38,626,933
4,745,000

abeiniens 68,106,759
Pkl 15,971,992
el 132,550,684
157,201,022 133,437,879
0
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Profit and loss account for the year ending 31 December (in Swiss francs)

Net interest income
Interest income
Interest expenses

Net income from commissions business
Commissions income
Commissions expenses

Net income from securities business
Income from securities

Other operating income
Net income from sale of financial investements
Income from participating interests

Operating expenses
Personnel expenses
Other operating expenses

Gross operating profit
Depreciation
Extraordinary income

Taxes
Profit for the year
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company

2002 2001
CHF CHF

922,791
(29,159)
893,632

36,359
0
36,359

(6,639,030)

0
24,000,000
24,000,000

(60,000)
(197,909)
(257,909)

18,033,052

(2,095,232)
45,965
(11,793)

11,458,301 15,971,992



Notes to the 2002 financial statements: holding company

Information required by Article 663b/c of the Swiss Code of Obligations
31.12.2002 31.12.2001

CHF CHF
1. Assets pledged to meet own obligations
Securities (own shares)
Call-options to September 2002 1,237,500
Call-options to September 2003 407,500
Call-options to June 2004 3,100,000

The shares are held as security to cover options

31.12.2002 31.12.2001

CHF CHF
2. Significant participating interests: percentage of nominal value (NV) held
Company
100% of NV (CHF 21,600,000) of swissfirst Bank AG, Zurich 21,600,000
100% of NV (CHF 250,000) of swissfirst Asset Management AG, Zug (formerly swissfirst Trust AG) 250,000
100% of NV (CHF 250,000) of swissfirst Derivatives AG, Zug 250,000
52.5% of NV (CHF 20,000,000) of swissfirst Bank (Liechtenstein) AG, Vaduz 10,500,000
20% of NV (CHF 250,000) of 2trade Group Ltd., Zug 50,000
100% of NV (CHF 100,000) of Bracher AG, Olten 100,000
100% of NV (CHF 500,000) of swisstrader AG, Zurich 1
100% of NV (USD 10,000) of swissfirst Financial Services Ltd. BVI 16,300

31.12.2002 31.12.2001
CHF CHF

3. Insurance values
Fire insurance value 30,000
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Notes to the 2002 financial statements: holding company

31.12.2002 31.12.2001

CHF CHF
4. Own shares
Position: 28,950 shares (5.68% of total) at CHF 582.12 each 16,852,500
10 for 1 split on 11.5.2001; new position: 289,500 shares
Sale of 35,950 shares at CHF 50.00 each (call) (1,797,500)
Sale of 10,000 shares at CHF 160.00 each (1,600,000)
Sale of 193,550 shares at CHF 50.00 each (call) (9,677,500)
Gain realized on own shares 847,500
Adjustment of book value 120,000

Position: 50,000 shares (0.98% of total) at CHF 94.90 each 4,745,000 4,745,000
Sale of 27,500 shares at CHF 50.00 each (call)

Gain realized on own shares
Purchase of 100,000 shares at CHF 140.00 each
Adjustment of book value

Position: 122,500 shares (2.40% of total) at CHF 137.50 each 16,843,750

22,500 shares in the company are held as security to cover options.

5. Information on capital increases

The General Meeting of 9 August 1999 authorized the Board of Directors to increase the share capital by a maximum of
CHF 250,000 through the issue of 250,000 fully paid-up bearer shares with a nominal value of CHF 1.00 each (conditional
capital). The existing shareholders voted unanimously to waive their subscription rights. The shares are earmarked for distribution
to the staff. The option of a conditional capital increase has not yet been used.
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Notes to the 2002 financial statements:

6. Major shareholders

At 31.12.2002, the following major shareholders were known to swissfirst AG:
Thomas Matter, Herrliberg

Rumen Hranov-Biihler, Zollikon

No further information in accordance with Art. 663 b/c is required.

Allocation of retained earnings

Allocation of retained earnings proposed by the Board of Directors
Retained earnings brought forward

Increase in reserve for own shares due to increased holdings

Profit for the year 2002

Amount available for allocation

Proposed allocation of retained earnings
Dividend on eligible capital

Allocation to free reserves
Earnings to be carried forward
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Participating interest in %

20
10

No. shares

CHF



Auditors’ report

PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers AG
Stampfenbachstrassse 109
Postfach

8035 Zurich

Telefon 01 630 11 11

Fax 01 63021 15

Report of the statutory auditors
to the general meeting of
swissfirst AG

Zug

As statutory auditors, we have audited the accounting records and the financial statements
(balance sheet, income statement and notes to the financial statements) of swissfirst AG for
the year ended December 31, 2002.

These financial statements are the responsibility of the board of directors. Our
responsibility is to express an opinion on these financial statements based on our audit. We
confirm that we meet the legal requirements concerning professional qualification and
independence.

Our audit was conducted in accordance with auditing standards promulgated by the Swiss
profession, which require that an audit be planned and performed to obtain reasonable
assurance about whether the financial statements are free from material misstatement. We
have examined on a test basis evidence supporting the amounts and disclosures in the
financial statements. We have also assessed the accounting principles used, significant
estimates made and the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the accounting records and financial statements and the proposed
appropriation of available eamnings comply with Swiss law and the company's articles of
incorporation.

We recommend that the financial statements submitted to you be approved.

PricewaterhouseCoopers AG

,/"’_ﬁ .
,//
I T

\
Pascal Portmann Arthur Erni

Zurich, January 30, 2003
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swissfirst Bank AG
Board of Directors Hans E. Buck, Stetten

Executive Board

Dr. Roland Oswald, Baar
Hans Kaufmann, Wettswil

Thomas Matter, CEO
Daniel Hefti, CFO

Dr. Werner Erismann
Mirko Sangiorgio, CIO
Marco Massarotti
Andreas Klainguti
Giuseppe Manieri

Chairman
Vice Chairman
Member
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Balance sheet at 31.12.2002

Assets

Cash and other liquid assets

Due from banks

Due from customers

Mortgages

Securities and precious metals trading portfolios
Financial investments

Tangible fixed assets

Prepaid expenses and accrued income

Other assets

Total assets

Total subordinated debts

Total due from group companies and related parties

Liabilities and shareholders’ equity

Due to banks

Other amounts due to customers

Deferred income

Other liabilities

Valuation adjustments and provisions
Share capital

General legal reserve

Other reserves

Retained earnings brought forward

Profit for the year

Total liabilities and shareholders’ equity
Total subordinated liabilities

Total due to group companies and qualified participants

Off-balance-sheet business
Contingent liabilities

Derivative financial instruments
— contract volume

— positive replacement values
— negative replacement values
Fiduciary transactions

statements: b ank

Reporting year
CHF 1,000

Prior year
CHF 1,000

5,188
361,812
158,859

7,985

16,767
10,521
13,608

1,733

5,599
582,072

0
0

817,593

290,689
132,813
22,591
17,541
29,512
21,600
4,320
23,390
18,996
20,620
582,072
25,000
35,558

817,593

428

1,905,141
46,369
56,720

493,165

52

Difference
CHF 1,000

174,234

-156,828

98,025
-1,640
76,565
10,050
-2,851
-790
38,756
235,521
0
12,525

9,016
112,245
21,809
84,946
-10,932
0

0

0
20,620
-2,183
235,521
0
-10,321

-5

748,359
-24,437

7,174
-93,902
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Profit and loss account 1.1.2002-31.12.2002

a) Operating income and expenses from banking business
Net interest income

— Interest and discount income

— Interest and dividend income from trading portfolios

— Interest and dividend income from financial investments
— Interest expenses

Subtotal: Net interest income

Net commission and service fee income

— Commission income from lending business

— Commission income from securities and investment business
— Commission income from other services

— Commission expenses

Subtotal: Net commission and service fee income

Trading operations

Net trading income

Other ordinary income

— Income from the sale of financial investments

— Income from participating interests

— Income from property

— Sundry ordinary income

— Sundry ordinary expenses

Subtotal: Other ordinary income

Operating expenses

— Personnel expenses

— Other operating expenses

Subtotal: Operating expenses

Gross operating profit

53

Reporting year Prior year  Difference
CHF 1,000 CHF 1,000  CHF 1,000

8,889 -93
28 23

668 -96
-3,763 -643
5,822 -809

5 17
51,416 -4,870
50 317
-2,562 -209
48,909 -4,745
5,336 1,230
80 -80

0

66

23 129

0 0

109 115
-17,977 488
-9,513 642
-27,490 1,130
29,607 32,686 -3,079

[ continued on next page
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Profit and loss account 1.1.2002-31.12.2002 (continued from page 53)

b) Profit for the year
Gross operating profit

Depreciation and write-offs on fixed assets
Valuation adjustments, provisions and losses
Profit before extraordinary items and taxes

Extraordinary income
Extraordinary expenses
Taxes

Profit for the year

c) Allocation of retained earnings
Profit for the year

Retained earnings brought forward
Unappropriated profit

Allocation of retained earnings

— Allocation to the general legal reserve
— Allocation to other reserves

Retained earnings carried forward

54

Reporting year

CHF 1,000

18,437

58,053

58,053

b an k

Prior year
CHF 1,000

32,686

-3,350
-2,268

27,068

1,158
-281
-7,325
20,620

20,620
18,996
39,616

0
0
39,616

Difference
CHF 1,000

-3,079
90
876
-2,113
-943
278
595
-2,183

-2,183
20,620
18,437

0
0
18,437
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Cash flow statement

Profit for the year
Depreciation on fixed assets

Valuation adjustments and provisions |11 L0 b
Prepaid expenses and accrued income _—

Deferred income

—

Cash flow from transactions
in shareholders’ equity

Real estate

Other tangible fixed assets
Intangible fixed assets

Cash flow from fixed assets
Due to banks

over 90 days

Due from banks

over 90 days

Inter-bank transactions
Other amounts due to customers
Due from customers

Mortgage business
Transactions with customers
Securities and precious metals
trading portfolios

Financial investments

Capital market

Other assets

Other liabilities

Other balance sheet items

Cosh fow rom baning ransactons A2 NNEZ 30 I 20 M0 L M

Cash and other liquid assets
Due from banks

in less than 90 days

Due to banks

in less than 90 days

Cash and cash equivalents
Total sources of funds
Total applications of funds

financial statements: b an k

Reporting year Prior year
Source Application Balance Source Application Balance
of funds of funds of funds of funds
CHF 1,000 CHF1,000 CHF1,000 CHF1,000 CHF 1,000 CHF 1,000
D 3
7,535 2,340
34

1,372

BT 1

Ceas| [
aees | osos| o] 0| 17z | -z
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I T R T N

75,709
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47,915

207,328
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1. Business activities

1.1
swissfirst Bank AG is a bank located at Bellariastrasse 23/27

General

in Zurich, Switzerland, which operates mainly in the fields of
investment banking and private banking. The bank employ-
ed 65.9 staff (full-time equivalent) as at 31 December 2002
(previous year: 63.0). The principal activities can be divided
into the following segments:

1.2
In accordance with the objectives set by swissfirst Bank AG,

Loans and investments

loans are granted almost exclusively against collateral. Inclu-
ded in the financial investments of the bank are first-class,
fixed-interest medium- or long-term debt instruments. Mo-
ney-market investments are only held at first-class banks.

1.3
swissfirst Bank AG is a member of the Swiss Exchange, virt-x
and EUREX. All the usual bank processing and settlement

Trading

facilities are available to private clients. The bank is actively
involved in servicing institutional investors, particularly in
the field of Swiss equities and their derivatives. Trading for
the bank’s own account takes place on a limited basis.
Foreign currency trading is carried out primarily in the con-
text of customer transactions. The bank does not enter into
commodity trading.

1.4
The principal activities of the bank are securities brokerage,

Commission and service fee business

investment advice and asset management for private and
institutional clients as well as investment banking. Commis-
sion business is thus the bank’s main source of earnings.

1.5
Risk management is based on the risk policy, which is re-

Risk management

viewed by the bank’s management once a year.
The Risk Management department is responsible for moni-
toring credit and market risks. Non-quantifiable risks such

financial
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as legal risks or risks arising from customer deposits and
due diligence obligations are the responsibility of the corre-
sponding member of the Executive Board and the head of the
Legal & Compliance section.

The Executive Board is informed regularly about the net as-
sets, financial position, liquidity and earnings of the Group,
and about any associated risks, by means of financial and
risk reporting systems appropriate to each level of manage-
ment.

1.5.1 Credit risk

Credit risk management applies to any undertakings in which
there is a risk of loss if the counterparty is unable to meet its
obligations. The appropriate instruments and procedures are
used for monitoring credit risk:

Authorization procedure geared to specific management
levels: The loan authorization procedure is based on the seg-
regation of loan applications and approvals. Formal approval
of a loan application is granted by the credit committee,
which meets once a week and is made up of members of
the Executive Board and the Risk Management department.
As of a specified level, loan applications must be submitted
to the Board of Directors.

Lending margins and resubmissions: Loans are granted on
the basis of the customary bank lending margins. Long-term
loans must be periodically resubmitted to the authorized
body for assessment.

Monitoring by Risk Management and by the Credit Commit-
tee: The Risk Management and Risk Monitoring departments
receive exception reports to assist them with the supervision
of compliance with limits and lending margins. High-risk
commitments are subject to especially intensive monitoring.
The development of the credit risks is discussed by the
Credit Committee each week. The Credit Committee has the
power to limit and reduce credit risks.

Interbank and derivatives business: Limits in the interbank
business are authorized on a risk-weighted basis and are
subject to approval by the Board of Directors. Counterparty
risks in over-the-counter derivatives business are reduced
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by limiting these transactions to first-class Swiss or foreign
banks and by compliance with the agreed limits. Risk Ma-
nagement monitors compliance with these limits.
Monitoring of compliance with aggregate risk regulations
and drafting of the statutory reports is also performed by
Risk Management.

1.5.2 Other risks involving counterparties

Depository banks and counterparties involved in the
purchase and sale of securities may be a source of further
risk exposure. Counterparties involved in securities and fo-
reign currency trading are vetted and approved by the Exe-
cutive Board. Securities held at depository banks are subject
to restrictions on risk exposure and the amount held.

1.5.3 Market risk

Given the bank’s principal activities, market risks may be
regarded as low.

The securities trading book is managed by trading within
delta-weighted limits. In the year under review, average
holdings (12 end-month values) of equities after inclusion
of the corresponding derivatives at delta-weighted contract
volumes came to CHF 14.7 m (previous year: CHF 10.1 m).
The foreign currency position for the bank as a whole is ma-
naged by forex trading. In the year under review, the average
gross foreign currency position (12 end-month values) was
CHF 1.9 m (previous year: CHF 2.0 m).

Interest rate risks arising from on- and off-balance sheet
business are measured by the Risk Management depart-
ment on a monthly basis using Modified Duration figures
and changes in the market value of shareholders’ equity. In
2002, the sensitivity of shareholders’ equity at month-end
was consistently below 1.5%. This means that changes in
the cash value of shareholders’ equity with a parallel 1%
movement in the interest rate level remained below 1.5%.
The Risk Management department is responsible for inde-
pendent monitoring of all market risks.

financial
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1.5.4 Liquidity risk

The Treasury department performs daily liquidity manage-
ment tasks, which are monitored by the head of the Finance
& Controlling department. Risk Management monitors
compliance with the statutory regulations on liquidity and
submits the requisite liquidity reports to the Swiss National
Bank. swissfirst Bank AG endeavours to ensure that the
liquidity available is significantly higher than the minimum
level required at all times.

1.5.5 Business and legal risk

Business risk is limited by internal regulations and directives
pertaining to organization and control. The bank’s IT systems
are subject to a process of ongoing modernisation. External
lawyers are consulted on a case-by-case basis to reduce
and manage legal risk.

2. Accounting and valuation policies

2.1
The accounting and valuation policies are in accordance
with the Swiss Code of Obligations, Swiss banking law and

Basis

ordinances, statutory regulations and the Federal Banking
Commission guidelines dated 18 December 2002.

2.2  Recording transactions and preparing the financial
statements

All transactions are recorded in the bank’s ledgers on the
balance sheet date and the profit for the year is determined
at this point in time (closing date principle).
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2.3  Foreign currency translation

Foreign-currency claims and liabilities as well as notes and
coins are valued at the average exchange rates applicable on
the balance sheet date. Foreign-currency items in the profit
and loss account are translated at the exchange rates appli-
cable at the time of the transaction. The following conversion
rates were applied to the principal currencies:

e USD: 1.3903
e EUR: 1.4540
e GBP: 2.2359
e JPY: 11715
2.4 Individual items in the profit and loss account

Liquid assets and deposits
These are entered at face value.

Accounts receivable from banks and customers, mortgage
claims

These are entered at face value with the exception of re-
ceivables and liabilities from non-monetary items such as
precious metal accounts and securities lending & borrowing
transactions, which are entered at their market value.
Where it is unlikely that the debtor will be able to meet his
future obligations (“doubtful debts”), individual value ad-
justments are made. Value adjustments are made with due
consideration to any deterioration in the value of collateral.
Interest and commission income from clients and banks that
is overdue by more than 90 days are only included in the
profit and loss statement after payment has been made.

Securities trading portfolio

The securities in the trading portfolio are shown at market
value on the balance sheet date. Gains and losses on revalu-
ation are entered in the statement of profit and loss.

financial
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Financial investments

Where there is no intention to hold fixed-interest securities
such as convertible and warrant bonds until the maturity
date, they are valued at the lower of cost and market.

Debt instruments acquired with the intention of holding
them until their maturity date are valued on the basis of the
accrual method, i.e. a premium or discount is allocated over
the residual term of the instrument. Interest-related profits
or losses from premature sale or redemption are accrued/
deferred over the remaining term to maturity, i.e. until the
original maturity date.

Equity holdings are valued at the lower of cost or market.

Fixed assets

The tangible fixed assets comprise property, furniture, fixtu-
res and fittings, IT and telecommunications equipment. The
intangible items comprise computer software purchased.
Tangible fixed assets are depreciated on a straight-line basis
over their estimated useful life as follows:

e Property (value of buildings): 20 years
¢ Furnishings and fittings 5 years
e [T (hardware and software),

telecom equipment: 3 years

Minor purchases are debited directly to the profit and loss
account. Expenditure on maintenance and renovation is
generally charged to operating expenses.

Value adjustments and provisions

Value adjustments and provisions are applied to all risks
known on the balance sheet date in accordance with the
principle of prudence. More extensive provisions are pos-
sible.
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Derivative financial instruments

The replacement values and contract volumes for all deri-
vatives contracts concluded with the bank acting on its own
behalf or as an agent are stated as gross amounts.

With the exception of covered options, which are covered by
the writer’s payments as provided for in the contract throug-
hout their term and for which the cover is within the bank’s
custody, all contracts concluded with the bank acting on its
own behalf or as an agent are stated in the balance sheet.

Staff welfare

swissfirst Bank AG has transferred its staff welfare scheme
to a collective foundation, which operates on a defined
contribution basis. The employer’s contributions are charged
continuously to the profit and loss account.

As of 1 January 2003, Fundamenta Gemeinschaftsstiftung,
Olten was entrusted with the management and administrati-
on of swissfirst Group’s occupational pension scheme.

Taxes
Taxes are calculated and entered on the basis of the taxable
profit for the financial year. Capital taxes are also included.

Year-on-year changes

There were no changes to the accounting principles com-
pared with the previous year, with the exception of reporting
of taxes due, which are now stated under deferrals and
accruals (instead of valuation adjustments and provisions
as in 2001).
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sheet

3.1 Analysis of collateral of loans and off-balance-sheet business

Loans

Due from customers
Mortgage loans

— Residential property
Total loans

Prior year

Off-balance sheet
Contingent liabilities
Total off-balance sheet
Prior year

Doubtful debts
Reporting year

3.2 Securities and prec

Mortgage Other Without Total
collateral collateral collateral

CHF 1,000 CHF 1,000 CHF 1,000 CHF 1,000

29 252,239 4,616
6,345
6,374 252,239 4,616 263,229
8,014 155,925 2,905
423
0 423 0 423
0 428 0
Gross Estimated Net Individual
receivables realizable value receivables valuation
of security adjustments

CHF 1,000 CHF1,000 CHF 1,000 CHF 1,000

ious metals trading portfolios, financial investments and participating interests

3.2.1 Securities and precious metals trading portfolios

Debt instruments

— listed

—not listed

Equities

— of which own shares
Precious metals

Total securities and precious metals trading portfolios 93,332 16,767 76,565
0 0

Reporting year Prior year  Difference
CHF 1,000 CHF 1,000 CHF 1,000

6,687 0 6,687
0 6,687
0 0

86,645 16,767 69,878

0 0

— of which securities eligible as collateral for central bank borrowings
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3.2.1 Securities and precious metals trading portfolios (continued from page 60)
Significant claims and liabilities contained in other balance sheet items which are valued at market rates,
the result of which is stated under “net trading income”:
Reporting year Prior year  Difference
CHF 1,000 CHF 1,000 CHF 1,000
— Borrowed trading portfolios (due to banks) 0 0
— Liabilities from short sales (due to banks) 18,371 -17,467
3.2.2 Financial investments
Book value Market value
Reporting year Prior year  Reporting year Prior year
CHF 1,000 CHF 1,000 CHF 1,000 CHF 1,000
Debt instruments 10,521 10,590
—of which valued according to the accrual method 10,521 10,590
—of which valued at lower of cost or market 0
Equities 0
Precious metals 0

Property
Total financial investments

21,636

— of which securities eligible as collateral for central bank borrowings

3.2.3 Own shares held as financial assets
None of the company’s own shares were held as financial assets in the reporting year or the prior year.

3.3 Participating interests
There were no participating interests in the reporting year or the prior year.
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3.4 Fixed assets summary

Total participating interests

Property

— Bank premises

— Other property

Other tangible fixed assets

Intangible fixed assets

Total fixed assets

Fire insurance value of real estate

Fire insurance value of other tangible fixed assets
Future commitments under operating leases

3.5 Other assets and liabilities

Replacement value of derivative financial instruments
— Contracts with bank acting on own behalf
— Trading portfolios
— Balance-sheet structure management
— Contracts with bank acting as agent
Total derivative financial instruments
Indirect taxes
Sundry assets and liabilities
Total of other assets and liabilities

financial statements: banek
Cost Accumulated Net book
depreciation value at

b/f end of prior year

CHF 1,000 CHF 1,000  CHF 1,000

14,890 9,460
1,000 750
10,905 3,398
0 0
26,795 -13,187 13,608

Reporting year Prior year
Other Other Other Other
assets liabilities assets liabilities

CHF 1,000 CHF 1,000 CHF 1,000 CHF 1,000

2,060 12,411
0 0
3,468 3,468
| was|  sam| o]
68 1,247

3 415
I T = T
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Reporting year
Additions Disposals Depreciation Net book
value at end of
reporting year

CHF 1,000 CHF1,000 CHF1,000 CHF 1,000

-280 9,180

750

-2,945

409 -35 374
409 0 -3,260 10,757

3.6 Assets pledged or assigned and assets subject to ownership reservation

Reporting year Prior year
Claim amount of which Claim amount of which
book value used book value used

CHF 1,000 CHF 1,000 CHF 1,000 CHF 1,000

Pledged assets

Due from banks:

— time deposits 20,000 0
— margin accounts 67 67
Securities trading portfolios: 0 0
Financial assets:

— securities 6,935 0
Tangible fixed assets (real estate):

— Pledge of mortgage notes on own property 9,000 5,250

for refinancing limit
Total pledged assets

oo | 1es| oz ]

There were no loans or repo transactions with securities in the reporting year or the previous year.

3.7 Liabilities to own pension funds 3.8 Bonds and mortgages issued
There were no liabilities to own pension funds in the repor- None.
ting year or the prior year.
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3.9 Valuation adjustments and provisions / Reserves for general banking risks

Asat  Specific usage Change in Recoveries,
end of prior year definition of doubtful interest,
purpose exchange
(reclassification) differences
CHF 1,000 CHF 1,000 CHF 1,000  CHF 1,000
Provisions for taxes -2,125
Transferred to accruals and deferrals as per -9,959
FBC ordinance of 18.12.2002
Total provisions for taxes 12,084 -2,125 -9,959

Valuation adjustments and provisions

for default risk (credit risk) and other risks

Valuation adjustments and provisions -38
for default risk (credit risk)

Valuation adjustments and provisions for other business risks

Other provisions

Total valuation adjustments and provisions 17,428 -38

for default risk (credit risk) and other risks

Total valuation adjustments and provisions 29,512 -2,163 -9,959
less: valuation adjustments directly offset against assets

Valuation adjustments and provisions (balance sheet figure) 29,512 -2,163 -9,959

3.10 Share capital/shareholders holding more than 5% of total voting rights
3.10.1 Share capital

Reporting year Prior year
Total No. of Share capital Total No. of Share capital
nominal shares entitled nominal shares entitled
value to dividend value to dividend
CHF 1,000 CHF 1,000  CHF 1,000 CHF 1,000
Total share capital 21,600 216,000 21,600

3.10.2 Major shareholders and groups of shareholders with tied voting rights

Reporting year Prior year
Nominal value % share  Nominal value % share
CHF 1,000 CHF 1,000
direct
swissfirst AG, Zug 21,600 100
indirect
Thomas Matter, Herrliberg 22
Rumen Hranov-Biihler, Zollikon 10
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Amounts Released As at
allocated to P&L end of

charged to P&L reporting year

CHF 1,000 CHF 1,000  CHF 1,000

3.11 Statement of shareholders’ equity

CHF 1,000
Shareholders’ equity at beginning of reporting year
Paid-up share capital 21,600
General legal reserve 4,320
Other reserves 23,390
Unappropriated profit 39,616
Total shareholders’ equity at beginning of reporting year (prior to allocation) 88,926
+ Profit for the year 18,437

Total shareholders’ equity at end of reporting year (prior to allocation) 107,363
of which

— Paid-up share capital
— General legal reserve
— Other reserves

— Unappropriated profit
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3.12 Maturity structure of current assets and liabilities
On sight Callable Due Due
within within
3 months 3 to 12 months

CHF 1,000 CHF1,000 CHF1,000 CHF 1,000
Current assets

Cash and other liquid assets 179,422

Due from banks 200,039 2,809 2,136
Due from customers 78,340 25,525 91,508
Mortgage loans 195 900
Securities in trading portfolios 93,332

Financial investments

Total current assets 551,133 1] 28,529 94,544
Prior year 394,435 0 109,375 37,436
Liabilities

Due to banks 191,519 20,935 65,690 16,311
Other amounts due to customers 125,439 17,239 77,380

Total liabilities 316,958 38,174 143,070 16,311
Prior year 367,312 2,900 18,691 4,349

3.13 Due to and from affiliated companies
Reporting year Prior year
CHF 1,000  CHF 1,000

Due from affiliated companies 2,106
Due to affiliated companies 10,802
Loans to the members of the bank’s governing bodies 9,801
of which:

- to Members of the Executive Board and persons associated with them 2,745
- to non-executive members of the parent company’s Board of Directors 0

and persons associated with them

Sums due to and from affiliated companies comprise money market borrowings and deposits at swissfirst Bank (Liechtenstein)
AG, Vaduz, and current account balances of various other Group companies.

With the exception of one commitment from a forex trading line, the loans to members of the governing bodies are security-
backed loans.

Sums due to and from affiliated companies and loans to members of the governing bodies are settled at market conditions.
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Due Due Total
within after Property

110 5 years 5 years

179,422
204,984
256,884
6,345
93,332
20,571
761,538
561,132

76,356 10,976

(=) ©

299,705
245,058
544,763
423,502

o
o

S
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3.14 Balance sheet by origin

Reporting year Total Prior year Total

Switzerland Abroad Switzerland

Assets _ -

Cash and other liquid assets 5,188
Due from banks 247,484
Due from customers 79,817
Morgages 7,085
Securities and precious 93,332 12,334
metals trading portfolios _

Financial investments 5,665
Tangible fixed assets 13,608

Prepaid expenses and accrued income 1,733
Other assets 44,355 5,599

Total assets 621,607 195,986 817,593 379,413

Liabilities and shareholders’ equity _

Due to banks 299,705 157,779

Other amounts 245,058 102,554
Deferred income 22,591
Other liabilities 17,541

Valuation adjustments 18,580 29,512
Share capital 21,600
General legal reserve 4,320
Other reserves 23,390
Retained earnings b/f 18,996
Profit for the year 20,620

Total liabilities & shareholders’ eq. 625,469 192,124 817,593 418,903

68

Abroad

5,188

114,328 361,812
79,042 158,859
7,985

4,433 16,767

4,856

202,659 582,072

132,910 290,689
30,259 132,813

163,169 582,072
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3.15 Assets by country/groups of countries

Reporting year Prior year
Actual % share Actual % share

Assets _

Europe 535,571 92.0
Switzerland 380,282 65.3
Germany 103,245 17.7
Belgium 2,294 0.4
Greece 1992 02| 1,408 0.2
" S s o
Guernsey 2 0.0 2 0.0
Isle of Man | 0 00 830 0.1
taly D 0 TR
srsey
Liechtenstein | 5546 07 IGRTY 1.1
Luxembourg I 12349 2.1
Netherlands 6,285 1.1
BT 2 o
Austria e 20581 35
Russia m M 0.0
S BT 7 o
Hungary 378 0.0 3 0.0

North America | 32543 4.0 RPYATT a7

Caribbean 8,504 15

Latin America 10,026 17

Africa 0 00] 3 0.0

Asia 597 0.1

Oceania 3 0.0

Total assets 817,503 1000 582,072 100.0
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3.16 Balance sheet by currency
CHF 1°000

Assets

Cash and other liquid assets
Due from banks

Due from customers
Mortgage loans

Securities and precious metals trading portfolios

Financial investments

Tangible fixed assets

Prepaid expenses and accrued income
Other assets

Total balance sheet assets

Claims from spot and forward

forex transactions and forex options
Total assets

Liabilities and shareholders’ equity
Due to banks

Other amounts due to customers
Deferred income

Other liabilities

Valuation adjustments and provisions
Share capital

General legal reserve

Other reserves

Retained earnings b/f

Profit for the year

Total balance sheet liabilities
Liabilities from spot and forward forex
transactions and forex options

Total liabilities and shareholders’ equity

Net position per currency
Gross currency position

2002

financial

CHF

179,119
5,556
204,413
6,345
64,525
20,571
10,757
392
44,312
535,990

195,275
215,966
43,948
73,669
18,580
21,600
4,320
23,390
39,616
18,437

Currencies translated into CHF

EUR

298
7,397
8,724

53
43
16,515
pARG ()

38,325

13,237
81
11

statements:

Usb

4

185,791

10,651

28,807

225,259

10,574

235,833

12,342
47
28,807

b an k

Others Total

1 179,422
6,240 204,984
33,096 256,884

20,571
10,757

=S
(L=}
N

pacaiaily |

39,829 817,593
2,843

42,672

38,060 299,705
3,513 PLENIET]
324 44,400
102,487

18,580

18,437

654,801
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34,777
3,633

38,410

-85

86,118

149,469

235,587

246

41,897 817,593
793

42,690

-18
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4. Notes to the off-balance sheet business

4.1 Analysis of contingent liabilities

Credit guarantees
Performance bonds
Total

4.2 Confirmed credits

2002

financial

There were no confirmed credits in the reporting year or the prior year.

4.3 Derivative instruments outstanding

Analysis of derivatives by contract type
Foreign exchange/precious metals
Forward contracts

Options (OTC)

Options (exchange traded)

Total foreign exchange/precious metals
Equities

Options (OTC)

Options (exchange traded)

Total equities

Total for reporting year

— less covered options

Total as per balance sheet

Prior year

Analysis of derivatives by counterparty
Banks and derivatives exchanges

Brokers

Clients, secured

Clients, unsecured

Total for reporting year

There where no hedging instruments in the reporting year and the prior year.
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Reporting year Prior year  Difference
CHF 1,000 CHF 1,000  CHF 1,000
428 -5
0 0
423 428 -5
positive negative Contract
replacement replacement volume

value value

CHF 1,000 CHF 1,000  CHF 1,000

1,132 262,307
3,412 1,839,418
56 2,085

4,986 4,600 2,103,810

56,485 414,196
2,809 135,494

16,946 59,294 549,690

21,932 63,894 2,653,500
-49 -10,956

21,883 63,845 2,642,544

15879 1,126,701

29,534 2,041,955

108 8,498

34,252 603,047

0 0

21,932 63,894 2,653,500
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4.4 Analysis of fiduciary transactions
Reporting year Prior year  Difference
CHF 1,000 CHF 1,000 CHF 1,000

— Trustee investments with third-party banks 488,165 -137,182
— Trustee loans 5,000 43,280
Total fiduciary transactions 399,263 493,165 -93,902
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5. Notes to the profit and loss account

5.1 Refinancing of interest income

The bank did not make use of this option in the reporting year or the prior year.

5.2 Net trading income

Foreign currency trading
Securities trading
Total net trading income

5.3 Personnel expenses

Salaries

Social security contributions
Other personnel expenses
Total personnel expenses

5.4 Other operating expenses

Premises costs

IT costs, machinery, furniture, motor vehicles and other fixtures and fittings
Sundry operating expenses

Total other operating expenses

6. Other information
6.1 Client assets

Assets under advisory mandates
Assets under management mandates
Total client assets
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Reporting year Prior year  Difference

CHF 1,000 CHF 1,000 CHF 1,000

2,990 500

2,346 730

6,566 5,336 1,230

Reporting year Prior year  Difference

CHF 1,000 CHF 1,000  CHF 1,000

15,960 -623

1,714 -16

303 151

17,489 17,977 -488

Reporting year Prior year  Difference

CHF 1,000 CHF 1,000 CHF 1,000

601 134

2,907 225

6,005 -1,001

8,871 9,513 -642
Reporting year
CHF 1,000



Auditors’ Report

PRICEVATERHOUSE(QOPERS

PricewaterhouseCoopers Ltd
Stampfenbachstrasse 73
Postfach 634

8035 Zirich

Telephone 01 630 11 11

Fax 01 6301115

Report of the statutory auditors
to the general meeting of
swissfirst Bank Ltd

Ziirich

As statutory auditors, we have audited the accounting records and the financial statements
(balance sheet, income statement, statement of cash flows and notes) of swissfirst Bank
Ltd for the year ended 31 December 2002.

These financial statements are the responsibility of the board of directors. Our
responsibility is to express an opinion on these financial statements based on our audit. We
confirm that we meet the legal requirements concerning professional qualification and
independence.

Our audit was conducted in accordance with auditing standards promulgated by the Swiss
profession, which require that an audit be planned and performed to obtain reasonable
assurance about whether the financial statements are free from material misstatement. We
have examined on a test basis evidence supporting the amounts and disclosures in the
financial statements. We have also assessed the accounting principles used, significant
estimates made and the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the accounting records and financial statements and the proposed
appropriation of available earnings comply with Swiss law and the company's articles of

incorporation.

We recommend that the financial statements submitted to you be approved.

PricewaterhouseCoopers Ltd

P

Pascal Portmann Thomas Brunschwiler

Ziirich, 28 February 2003
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A ddresses

www.swissfirst.ch
www.swissfirst.li

swissfirst AG

Bahnhofstrasse 11

Postfach

CH-6301 Zug

Telefon  +41 (0)41 727 06 00
Fax +41 (0)41 727 06 08
E-Mail info@swissfirst.ch

swissfirst Bank AG
Bellariastrasse 23

Postfach

CH-8027 Zirich

Telefon  +41 (0)1 204 80 00
Fax +41 (0)1 204 80 80
E-Mail info@swissfirst.ch

Private Banking

Telefon  +41 (0)1 204 82 00

Fax +41 (0)1 204 82 82

E-Mail  privatebanking@swissfirst.ch

Investment Banking

Telefon  +41 (0)1 204 81 00

Fax +41 (0)1 204 81 81

E-Mail  investmentbanking@swissfirst.ch

swissfirst Bank (Liechtenstein) AG
Austrasse 61

Postfach

FL-9490 Vaduz

Telefon  +423 239 33 33

Fax +423 239 33 00

E-Mail  swissfirst@swissfirst.li

swissfirst Asset Management AG
Bahnhofstrasse 11

Postfach

CH-6301 Zug

Telefon  +41 (0)41 727 06 06

Fax +41 (0)41 727 06 08

E-Mail  assetmanagement@swissfirst.ch

swissfirst Structured Bonds AG
Bahnhofstrasse 11

Postfach

CH-6301 Zug

Telefon  +41 (0)41 727 06 10

Fax +41 (0)41 727 06 19

E-Mail  structuredbonds@swissfirst.ch

swissfirst Derivatives AG
Bahnhofstrasse 11

Postfach

CH-6301 Zug

Telefon +41 (0)41 727 06 07

Fax +41 (0)41 727 06 08
E-Mail  derivatives@swissfirst.ch




swissfirst

Bellariastrasse 23
CH-8027 Zrich

www.swissfirst.ch
info@swissfirst.ch



