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AUDITED INFORMATION
ACCORDING TO IFRS 7 AND IAS 1

Risk and control disclosures provided in line with the requirements of International
Financial Reporting Standard 7 (IFRS 7), Financial Instruments: Disclosures, and
International Accounting Standard 1 (IAS 1), Presentation of Financial Statements, form
part of the financial statements included in the “Consolidated financial statements”
section of this report and audited by the independent registered public accounting firm
PricewaterhouseCoopers AG, Zurich. This information is marked as “Audited” within
this section of the report.

Signposts

The signpost that is displayed at the beginning of a section, table or chart indicates that those
items have been audited. A triangle symbol -4 - indicates the end of the audited section, table or chart.
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RISK MANAGEMENT AND CONTROL FRAMEWORK

The proper assessment and control of risks are critically important for Leonteq’s busi-
ness. In compliance with regulatory requirements in Switzerland and other applicable
jurisdictions, the Group has established a comprehensive risk management and control
framework covering market risk, credit risk, operational risk and liquidity risk. Established
policies and procedures not only ensure that risks are identified and monitored throughout
the organisation but also that they are controlled in an effective and consistent manner.

Risk management and control principles

Risk management and control are an integral component of the ongoing management of Leonteq’s busi-
ness. Leonteq is exposed to market, credit, operational and liquidity risks as part of its client-focused,
fee-based business model. Risk management and control are an important component of this model,
ensuring that the activities of Investment Solutions and Insurance & Wealth Planning Solutions — which
offer services related to the structuring and issuance of structured investment products — are client-driven
rather than motivated by proprietary risk-taking activities.

The following guiding principles are designed to maintain and further develop Leonteq's client-focused
business approach:

The Group's reputation is its most valuable asset and needs to be protected by means of a robust risk
framework and effective risk culture;

Compliance with all regulatory requirements must be ensured at all times;

The capital base and risk exposures must be continuously managed to ensure that the Group remains
adequately capitalized in severe stress scenarios;

Risk concentrations and exposure to stress scenarios are closely monitored and managed within
approved limits;

Independent risk control functions serve to monitor adherence with the established risk appetite;

Accurate, timely and detailed risk disclosures are provided to senior management and the Board of
Directors, as well as to regulators and auditors.

Leonteq's policies, risk measurement and reporting methodologies and the risk limit framework reflect the

above principles. The risk framework is continuously being developed to take account of new business
activities and changes to its risk profile.

RISK TOLERANCE FRAMEWORK
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THE THREE LINES
OF DEFENCE
ENHANCE CLARITY
REGARDING RISKS
AND CONTROLS
AND HELP TO
IMPROVE THE
EFFECTIVENESS OF
RISK MANAGEMENT
SYSTEMS

Risk governance

Leonteq’s risk governance framework operates according to the “Three lines of defence” model, which
provides guidance regarding the main set-up of the internal control system, with its clear allocation of tasks
and responsibilities and the segregation of duties between risk management and risk control functions, as
well as Internal and External Audit.

Overall responsibility for the Group-wide internal control system lies with the Board of Directors and its com-
mittees. The Board of Directors defines the overall guidelines and performs an assessment of the internal
control system on a regular basis. It delegates the implementation and maintenance of the internal control
system to the Executive Committee. The first line of defence is formed by managers and “risk owners”, who
are responsible for identifying, assessing and managing inherent risks associated with business activities.
Line managers must implement effective internal controls, operational activities and other risk responses
to address the risks associated with the processes they manage. The second line of defence consists of
functions such as compliance and risk control and provides independent oversight of the risk management
activities of the first line of defence. The second line of defence prepares the policies, frameworks, tools and
techniques to be implemented in the first line, conducts monitoring to judge how effectively this is being
done, and helps to ensure consistency in the definition and measurement of risk. The third line of defence
comprises the Internal Audit function, which reports independently to the Board of Directors and is not part
of the risk management processes. Internal Audit provides an evaluation, using a risk-based approach, of the
effectiveness of governance, risk management, and internal control and submits it to the company's Board
of Directors and Executive Committee.

The key roles and responsibilities for risk management and control are shown in the following chart and
described on the following pages.
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The Board of Directors is responsible for defining an appropriate framework for the measure-
ment, limitation, management and supervision of all risks to which the Group is exposed. It approves the
overall risk policies and global limits, following recommendations by the Audit and Risk Committee.

The Audit and Risk Committee of the Board of Directors monitors a wide variety of risks — especially credit
(clients, counterparties, bond investment portfolios, countries, large exposures), market, liquidity, repu-
tational and operational risks. It also oversees general risks within the policy, framework, rules and limits
set by the Board of Directors or by the Committee itself, as well as the internal control system and risk
management process throughout the Group.

The Executive Committee is responsible for the operational management and supervision of all types of
risks within the framework and risk appetite defined by the Board of Directors. The Chief Risk Officer is
responsible for the development of the Group's risk framework, its risk management and control principles,
and its risk policies. In this context, the Executive Committee has delegated certain responsibilities to the
following committees:

The Product Approval Committee is responsible for approving new types of financial products before
they are issued and new services before they are launched. The Product Approval Committee is com-
posed of both members of the Executive Committee and employees responsible for operational risk
control, trading and treasury.

The Risk Committee of the Executive Committee is responsible for determining and monitoring
liquidity risks, market risk limits, counterparty limits and country-specific limits within the scope
defined by the Board of Directors. It establishes permissible hedging instruments within the scope
defined by the Board, approves eligible issuers and stress scenarios, and issues guidelines on the
general handling of legal and regulatory risks. The Risk Committee further decides on the initiation of
lawsuits, the withdrawal from lawsuits or other legal proceedings, and the conclusion of settlements
if the committed amount is below a certain threshold or is not of a material nature.

The Risk Control department is responsible for ensuring that risk exposures remain in line with the risk
appetite defined by the Board of Directors. The main responsibilities of Risk Control include:

Risk identification to ensure that all material risks are detected and quantified,;

Definition of appropriate risk measures to monitor all material risks;

Monitoring and controlling of risk exposures against all limits;

Independent oversight of treasury activities in managing structural FX risks and liquidity risks;
Escalation of limit breaches to the limit owner;

Independent profit and loss verification and explanation of all trading activities on a daily basis;
Independent assessment of models;

Independent price testing of all financial positions.



Risk limit framework

Audited | Risk appetite is defined as the overall level of risk that the Group is willing to accept. The Board
of Directors approves Leonteq’s Risk Appetite Framework and sets objectives related to risk appetite to
ensure sustainable profitability and the preservation of shareholder value. These objectives include the
protection of capital, liquidity and earnings during plausible but severe stress scenarios. They are translated
into risk limits for individual financial risks inherent in the Group's activities and qualitative statements for
risks that cannot be quantified, e.g. operational risk.

Governance | Risk and Product Approval Committees | Policies

Capital management | Capital reporting, monitoring and planning
Liquidity framework | Liquidity Excess Reserves (LER)
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The limit framework has three different levels of limits:

~

RISK & CONTROL

THE RISK LIMIT

FRAMEWORK WAS © Board of Directors limits represent the Group's overall risk appetite set by the Board of Directors.
Breaches of these limits are escalated to the Board of Directors.

STRENGTHENED

° Executive Committee limits are additional granular limits imposed by the Risk Committee of the
THROUGH Executive Committee.
REFINEMENTS ° Thresholds are the part of the limits defined by the Board of Directors and the Executive Committee
TOITS LIMIT that the Executive Committee decides to release in order to closely monitor and control trading
STRUCTURE activities.

Leonteq’s limit framework was strengthened during 2020 through refinements to its limit structure follow-
ing its analysis of the market turbulence observed in the first half of 2020. The most important of these
changes related to certain technical changes in calculation methodology and the introduction of more
granular thresholds where appropriate. Leonteq's risk appetite has remained unchanged as a result of
refinements to its limit structure.

A
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Risk infrastructure

The Group's risk infrastructure has been continuously developed since Leonteq commenced operations in
2007. It has since made significant investments in maintaining and further developing its risk infrastructure.
Today, a single position keeping system eliminates the need for complex data and risk aggregation and
consolidation systems. A data warehouse that can be accessed by all relevant departments ensures a high
level of data consistency. Automated data extractions, enrichment and risk analysis processes allow for a
high level of efficiency and timeliness when monitoring and reporting risks and risk exposures. Significant
computational resources are available to handle hundreds of risk and trading reports each day. No approxi-
mations or proxy models are used for risk management purposes, i.e. all instruments are fully calculated.

RISK INFRASTRUCTURE

USERS

Risk reporting
applications

Position keeping

P&L reporting
applications

Risk management Finance systems

Data warehouse

External reporting
application

YRR

Instrument repository

* Extract, Transform, Load

As of 31 December 2020, over 100 experienced IT professionals were responsible for maintaining and
further developing the Group's systems. The same core information technology system is used across
all asset classes, integrating important front-, mid- and back-office functions as well as risk management
and risk control and quantitative modelling. Leonteq’s structured investment service platform consists of
its proprietary information technology systems and processes as well as standard hardware and software
tools for non-differentiating and commoditised functions.

Sophis RISQUE is the Group's risk management, trading and position keeping system. Leonteq deploys
Sophis RISQUE for all products across all asset classes in all its business lines, including for straight-
through processing, covering a large part of the value chain from trading to the mid-office and the back
office areas. Sophis RISQUE is also integrated with in-house systems used in risk control to perform stress
scenario, sensitivity and other calculations. In the second half of 2020, the Group completed its upgrade
to a new version of Sophis RISQUE, which allows the Group to benefit from additional features provided
in the new version, while continuing to rely on support from Finastra, the developer of Sophis RISQUE.
In addition, the Group completed the rollout of an enhanced stress engine, allowing the Group to perform a
wider array of stress calculations with increased reliability. The successful migration to the new version of
Sophis RISQUE is a key milestone in the ongoing development of the Group's risk infrastructure.

Analytics Service, which includes Leonteq's Analytics Library, plays a key role in all the quantitative and
analytical computations performed by Leonteq and it serves as the basis for all pricing and risk management
applications. The Analytics Library is a proprietary library that contains quantitative pricing and risk-manage-
ment models that are developed in-house. Since it covers all asset classes, the Analytics Library allows for
the creation of hybrid products and the implementation of new payoffs across all asset classes. It currently
supports a wide number of different payoffs and can be extended using scripting language. The Analytics
Library contains functions allowing for the consistent calibration of the Group’s market data. The resulting
volatility surfaces allow both exotic and vanilla options to be priced on a continuous basis. This methodology
enables the Group's traders to efficiently maintain a large universe of underlyings, facilitating short response
times to client requests. The combination of pricing functionality and calibration methods for market data
within the Analytics Library ensures that Leonteq’s pricing and analytical computations are not only indicative
but also tradable and executable for clients.



INCORE is a proprietary data warehouse that was developed in-house and is used for internal and external
reporting and data delivery. It serves as the central repository of risk and financial data reporting and is
used by several departments, such as Risk Control, Finance, Compliance, Trading and Treasury. In addition,
it serves as the reporting engine for regular data delivery to platform partners. INCORE also stores instru-
ment and market data for end-of-day pricing requests and is used for daily profit and-loss analysis. Data
and reports are distributed and provided to end-users via automated schedules or visualised in dashboards
using business intelligence tools.

RISK CONTROL

Leonteq’s Risk Control department is responsible for identifying, monitoring
and controlling risks resulting from the issuance of structured investment products to
clients, which the Group seeks to hedge efficiently. It is exposed to market risk, which
results from mismatches between its exposure to equity prices, interest rates, currencies,
credit spreads and commodity prices arising from the issuance of structured investment
products and the instruments that are used to hedge that exposure. It is also exposed to
liquidity risk relating to the need to fund its hedging activities. The Group is exposed to
credit risk due to its exposure to trading counterparties and as a result of the investment
of the proceeds from the issuance of structured investment products in bonds and other
fixed income instruments. In addition, Leonteq is exposed to operational risks including
processing errors, legal and regulatory risks, and risks related to its IT infrastructure.

Risk measures

The Group measures risk at the level of individual positions and at portfolio level. Sensitivity, stress and
statistical loss measures are calculated and recorded at position level, facilitating the analysis of results
across multiple dimensions, such as entities, trading portfolios or individual asset classes.

Leonteq does not use any approximation techniques to calculate risk sensitivities or the results of sensitiv-
ity and stress scenarios. A full revaluation of all positions, including derivatives priced using Monte Carlo
techniques, is used for risk-related calculations. The resulting risk exposure and limit consumption for all
established risk limits is reported to senior management on a daily basis. Risk limits are applied to credit
exposures and market risk sensitivities.

Stress testing

Daily stress testing of the Group's portfolios is performed in order to monitor and control exposures to vari-
ous risks. More than 300 daily stress tests are performed and scenarios are calculated to ensure that the
trading book remains within the defined risk limits. Specific stress scenarios have been defined for changes
in security prices (including changes in underlying parameters such as volatility, correlation and dividend
parameters), foreign exchange rates and interest rates, as well as for the Group’s credit exposures.

Sensitivity analysis

The Group calculates the sensitivity to changes in the value of individual positions and the sensitivity of
the entire portfolios to changes in underlying risk factors such as share prices, volatility, interest rates and
credit spreads.

Risk concentration

Management considers that a risk concentration exists when an individual or group of financial instruments
is exposed to changes in the same risk factor and that exposure could result in a significant loss based on
plausible adverse future market developments. Management monitors and reviews credit risk concentra-
tions, as well as residual risks such as vega, correlation, dividend and gap risk, on a regular basis and takes
corrective actions to ensure exposures are reduced to an acceptable level.
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Profit and loss analysis

The Group performs daily profit and loss analysis and reports economic revenues on a consolidated as well A | ENGING
as individual trading book level to senior management. Economic revenues consist of sales and trading H1 2020

income earned and are considered as recognised at the trade date without applying IFRS revenue recogni- ’
tion rules. Economic revenues do not include certain other income components such as partner project STABILISED
cost reimbursements. The below charts show the weekly economic revenues for 2020 and 2019. REVENUES

Leonteq achieved a strong start to the 2020 financial year with high levels of client activity and a positive H2 2020:

trading result .on the back of -|ncr-eased volatility tovyards the-end of Eebruary. In March.and April, thg global RECORD Q4 2020
spread of Covid-19 and the oil price shock resulted in exceptionally high levels of volatility and turmoil in the
global capital markets that affected all asset classes underlying structured products. In this environment,
Leonteq generated a significant increase in turnover and fee income. At the same time, Leonteq recorded
hedging-related losses driven by the oil price shock in March (approximately CHF -20 million) as well as
the widespread and unexpected cancellation of previously announced dividend payments, which affected
cashflows from shareholdings owned by Leonteq for hedging purposes (approximately CHF -38 million).
In addition, Leonteq recorded a significant increase in hedging-related costs as market risk exposures
changed rapidly in an increasingly illiquid hedging market which were only partially offset by positive hedg-
ing contributions from Leonteq's structural long volatility position. In May and June, the capital markets
recovered significantly, with volatility levels returning to normal.

The start to the second half of 2020 was characterised by slower-than-usual summer months that extended
well into September. In October, client demand continued to be lower than in the prioryear period, reflect-
ing investor uncertainty on the back of concerns about a second wave of Covid-19 and in the run-up to the
US election. From mid-November onwards, client activity recovered significantly and remained strong until
the start of the holiday period at yearend resulting in the best quarter performance in Leonteq's history
with revenues totalling CHF 80 million.

Weekly economic revenues | 2020 (CHFm)




Market risk

Market risk is the risk of loss resulting from adverse movements in the market price or model
price of financial assets. The Group distinguishes between five types of market risk:

Equity risk, i.e. the risk of adverse movements in share prices and related derivatives;

Interest rate risk, i.e. the risk of adverse movements in the yield curve and corresponding movements
in the valuation of fixed income-based assets;

Foreign exchange, i.e. the risk of adverse movements in currency exchange rates and related derivative
instruments;

Credit spread risk, i.e. the risk of adverse movements in credit spreads

Commodity risk, i.e. the risk of adverse movements in commodity prices and related derivatives.

Monitoring of market risk

Equity, interest rate, foreign exchange, credit spread and commodity risks are monitored and controlled
through the daily calculation of various risk measures:

Delta risk measures the impact of a change in the price of the underlying (equity, precious metal or
commodity) and the impact on profit and loss is measured based on a 1% increase in the price of all
underlying securities.

Vega risk is the sensitivity of the derivative value with respect to changes in the implied volatility of an
underlying (equity, precious metal or commodity) and the impact on profit and loss is measured based
on a 1% normalised shock on the implied volatility in absolute terms for all underlyings. A normalised
volatility shock is defined by a term structure of shocks with shocks decaying by 1/sqrt(t), with caps and
floors applied at the short and long end.

Correlation risk measures the impact on the derivative value of changes in implied correlation
between underlying pairs and the impact on profit and loss is measured based on a change in implied
correlation of 1 percentage point in absolute terms for all underlying pairs.

Dividend risk measures the impact on the derivative value of changes in the expected dividend and
the profit or loss impact is measured based on a change in dividend of -10% in relative terms for all
underlyings.

Foreign exchange risk measures the impact of a change in currency prices. The impact on profit and
loss is measured for a 1% change in the value of all currencies against the Swiss franc. Sensitivities
are further classified into G10 currencies (FX G10) and non-G10 currencies (FX EM).

Credit spread risk measures the impact of a change in the price of the underlying bond as a result of
a change in the credit spread of the issuer and is measured based on the change in credit spreads of
10 basis points. Sensitivities are divided between credit-linked products (CS10 Credit-linked prod-
ucts), corporate and financial institution exposures (CS10 Corporations and banks), and governments,
agencies and supranationals (CS10 Governments and agencies).

Interest rate risk measures the impact of a parallel shift in the yield curve and the impact on profit and
loss is measured based on a change in all the yield curves of 1% (DV100) for the G10 interest rates
(IR G10) and the non-G10 interest rates (IR EM).

IR vega risk is the sensitivity of the derivative value with respect to changes in the implied volatility
of interest rates and the profit or loss impact is measured based on a change in the normal implied
volatility of +1 basis point for all interest rate curves.
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Sensitivity analysis

As of 31 December 2020, the Group had the following exposures relating to its financial assets and liabilities.

Impact on the income statement

CHF thousand m

Equity delta 36 65
Precious metal delta 36 134
Commodity delta 13 (43)
Equity vega 5,067 2,294
Precious metal vega (16) 16
Commodity vega 32 223
Equity correlation (7723) (4,570)
Equity dividend (11,634) (3,480)
FX G10 delta (604) (44)
FX EM delta (156) 46
CS10 Credit linked products 231 437
CS10 Government and agencies (626) (1,866)
CS10 Corporations and banks (553) (1,039)
IR G10 DV100 (10,102) (7,868)
IR EM DV100 195 (444)
IR vega 57 (107)

Impact on equity

FX G10 delta 3,097 2,905
CS10 Government and agencies (1,088) (81)
CS10 Corporations and banks (6,714) (3,836)

In 2020, the risk profile of products issued by Leonteq and its partners changed significantly, primarily as a
result of barriers being hit in products with these features and also as a result of increases in implied volatil-
ity that have not returned to the levels seen at the end of 2019. In addition, new products issued to clients
during this period tended to have different risk characteristics than the existing portfolio. The resulting
changes in the risk characteristics of the structured products issued by Leonteq and its partners have
increased Leonteq's exposure to certain risks, including equity correlation and equity dividend risks.
Further, Leonteq’s continued investments into somewhat longerterm bonds as part of its investment port-
folio have resulted in an increase in credit spread sensitivities, especially as they relate to bonds issued by
banks and corporate issuers.

The Group operates a branch in Guernsey (Leonteq Securities AG, Guernsey Finance Branch), whose
primary function is the management of a portfolio of mainly US dollar denominated bonds. Consequently,
the branch's functional currency is the US dollar. As of 31 December 2020, the branch was funded with
capital of USD 150 million as well as a long-term intra-group loan of USD 200 million, resulting in a US dollar
exposure for the Group of approximately USD 350 million. This is an increase of USD 50 million during 2020.
Sensitivities between the US dollar and Swiss franc are the primary contributor affecting the Group's equity
and are shown in the above table.

The Group invests a portion of the proceeds from own product issuance in mid-term high-quality bonds
issued by corporates and financial institutions. This investment portfolio is measured at fair value through
other comprehensive income (FVOCI). Bonds measured at FVOCI are presented as “financial investments
measured at fair value through other comprehensive income”. Credit spread sensitivities relating to this
FVOCI portfolio are shown in the above table.



Stress analysis
The Group reports the impacts on its income statement when the following relevant historical
stress scenarios are applied to its portfolio:

9/11 is a 1-day crash scenario that happened on 11 September 2001 after the terrorist attack on the
Twin Towers in New York. Equity prices fell significantly and equity volatilities increased.

Rally is a 1-day rally scenario that happened two weeks after 11 September 2001, on 24 September 2001.
Equity prices increased and equity volatilities decreased.

The following tables give an indication of the overall risk exposure as of 31 December 2020 and
31 December 2019.

Structured products

31 December 2020 Vol. -5% Vol. -2% Vol. +2% Vol. +5% Vol. +10%
CHF thousand
Spot -10% (51,324) (25,718) (10,475) 2,982 20,574 43,302
Spot -6% (28,626) (11,652) (563) 10,378 26,053 48,731
Spot -2% (26,815) (10,461) (4) 10,288 25,512 48,747
Spot 0% (25,040) (10,245) — 9,944 24,885 48,856
Spot +2% (21,813) (9,250) 338 10,043 24,840 49,757
Spot +5% (14,198) (5,097) 3,033 12,082 26,821 52,786
Spot +10% 1,043 6,703 13,107 21,221 35,681 62,831
31 December 2019 Vol. -5% Vol. -2% Vol. 0% Vol. +2% Vol. +5% Vol. +10%
CHF thousand
Spot -10% (69,844) (31,161) (8,879) 10,904 35,5682 64,242
Spot -56% (31,976) (12,740) (808) 10,689 25,977 46,662
Spot -2% (17,438) (7.025) (95) 6,967 17,746 34,297
Spot 0% (10,299) (4,407) — 4,666 12,721 27433
Spot +2% (3,020) (1,345) 437 3,151 9,291 21,938
Spot +5% 9,924 4,855 3,701 4,077 7491 17202
Spot +10% 30,811 20,542 15,589 12,805 12,414 19,189

Pension products

31 December 2020 Vol. -20bp Vol. -10bp Vol. Obp Vol. +10bp Vol. +20bp
CHF thousand
Spot -560bp (1,980) 126 1,708 2,967 4,018
Spot -25bp (2,554) (1,020) 95 989 1,746
Spot Obp (375) (197) 218 462
Spot +25bp 2,320 1,146 398 (69) (349)
Spot +50bp 3,442 1,571 262 (660) (1,312)
31 December 2019 Vol. -20bp Vol. -10bp Vol. +10bp Vol. +20bp
CHF thousand
Spot -50bp 570 8N 1,061 1,359 1,716
Spot -25bp 1,963 819 173 (147) (241)
Spot Obp 3,691 1,392 — (860) (1,356)
Spot +25bp 3,907 1,476 (179) (1,296) (2,028)

Spot +50bp 2,648 480 (1,055) (2,144) (2,901)
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Credit risk

Credit or default risk is defined as the general risk of financial loss occurring if a counterparty or
an issuer of a financial security does not meet its contractual obligations. The Group distinguishes between
the following types of credit risk:

Counterparty credit risk is the risk of the counterparty defaulting on a derivative instrument that has
a positive replacement value after consideration of collateral;

Issuer risk is the risk of default by the issuer of a debt instrument held as a direct position or as an
underlying of a derivative;

Country risk is the risk of financial loss due to a country-specific event.

Monitoring of credit risk

Leonteq is exposed to credit risks related to overthe-counter (OTC) derivatives and securities lending and
borrowing activities with counterparties. It is also exposed to credit risks through the investment of proceeds
from the issuance of structured investment products in bonds or other fixed income instruments, as well as
the exposure incurred as a result of the issuance of credit-linked notes. Counterparty and country risk limits
are set by management and reviewed regularly by the Risk Committee of the Board of Directors. Exposure
to counterparties resulting from the Group's OTC derivatives and securities lending and borrowing activi-
ties is typically mitigated through the use of mark-to-market collateral and close-out netting arrangements.
Investments in bonds or other fixed income instruments are subject to additional limits.

Counterparty exposures

CHF million 31.12.2019
[SCLET

oTC 13.4 235
SLB 1011 46.3
Total 114.5 69.8

Investment portfolio

The Group has primarily invested the proceeds from own product issuance in short- to mid-term high-quality
bonds issued by corporations and financial institutions, as well as central governments, organisations sup-
ported by those governments, and supranational organisations. A comprehensive overview of the investment
portfolio is provided in the following tables:

CHF million Maturity

Governments/public sector 218.7 2373 1778 6.0 134.1 55.7 829.6 33.8%
bodies/supranational agencies
of which Aaa 163.6 144.0 150.8 6.0 93.6 31.9 589.9 24.0%
of which Aa1-Aa3 55.1 93.3 270 — 356.2 16.1 226.7 9.2%
of which A1-A3 — — — — 5.3 77 13.0 0.5%
Corporations/institutions 24.0 75.2 101.4 2270 281.9 427.0 1,136.5 46.3%
of which Aaa — 74 — — 56.3 65.8 129.5 5.3%
of which Aa1-Aa3 13.4 14.6 26.5 78.8 100.3 173.4 4070 16.6%
of which A1-A3 1.6 53.2 65.1 1270 125.3 137.0 509.2 20.7%
of which Baa1-Baa3 9.0 — 9.8 21.2 — 50.8 90.8 3.7%
Banks 19.8 66.3 51.8 84.6 145.7 122.7 490.9 20.0%
of which Aaa — — — — 24.7 74 32.1 1.3%
of which Aa1-Aa3 19.8 39.0 29.2 36.5 23.4 22.9 170.8 7.0%
of which A1-A3 — 273 22.6 48.1 976 32.4 228.0 9.3%
of which Baa1-Baa3 — —_ — —_ — 60.0 60.0 2.4%

Total 262.5 378.8 331.0 317.6 561.7 605.4 2,457.0 100%




CHF million Maturity Total Total
31.12.2019  31.12.2019

0-12 12-24 24 - 36 36 - 48 48 - 60 >60 in %
months months months months months months

Governments and agencies' 77.0 456.9 341.2 167.2 51.1 0.0 1,093.4 45.5%
of which Aaa 43.2 303.9 216.2 123.5 39.3 0.0 726.1 30.2%
of which Aa1-Aa3 33.8 153.0 125.0 43.7 0.0 0.0 355.5 14.8%
of which A1-A3 — 0.0 0.0 11.8 0.0 1.8 0.5%
Corporations/institutions 111 56.1 202.3 175.1 209.3 220.7 874.6 36.4%
of which Aaa — — 28.5 0.7 14.3 60.4 103.9 4.3%
of which Aa1-Aa3 15.6 20.3 45.6 56.2 41.6 74.2 253.5 10.6%
of which A1-A3 5.9 35.8 126.8 101.5 138.5 79.3 487.8 20.3%
of which Baa1-Baa3 — s 1.4 6.0 14.9 6.8 291 1.2%
of which B1-B3 (10.4) — 0.0 10.7 0.0 0.0 0.3 0.0%
Banks 579 39.1 106.4 63.0 96.5 714 434.3 18.1%
of which Aa1-Aa3 24.9 12.6 76.0 29.4 26.3 34.4 203.6 8.5%
of which A1-A3 22.9 26.5 12.3 28.6 61.3 32.1 183.7 7.6%
of which Baa1-Baa3 10.1 — 18.1 5.0 8.9 4.9 470 2.0%
Total 146.0 552.1 649.9 405.3 356.9 292.1 2,402.3 100.0%

" Includes bonds issued by governments, public sector bodies and supranational agencies.

Operational risk

Operational risk is the risk of losses occurring due to inadequate or failed internal processes, people and
systems or due to external factors. Operational risk includes the risk of losses due to failures in the Group's
operational processes, it's IT system and issues related to legal and compliance. Losses can take the form
of direct financial losses, regulatory sanctions or lost revenues, e.g. due to the failure of a service or sys-
tem. Such events may also lead to reputational damage that could have longerterm financial consequences.

Operational risk is limited by means of organisational measures, automation, internal control and security
systems, written procedures, legal documentation, loss mitigation techniques and a business continuity
plan overseen by management, among other measures. Special attention is paid to the key performance
indicators of the Group’s core risk management system. All securities purchases are executed through
central trading desks and the size and quality of the trades are reviewed by traders. Positions are reconciled
on a daily basis by the back office. However, operational risk cannot be entirely mitigated.

Leonteqg’'s management considers operational risk to be one of the major risks to which the Group is
exposed. A broad Operational Risk Framework has therefore been put in place to manage and control
operational risk. Within that framework, any operational risk is “owned” by management as the first line of
defence. Operational Risk Control independently monitors the effectiveness of operational risk manage-
ment and oversees operational risk-taking activities. The Board of Directors determines the risk appetite for
significant sources of operational risk. Management performs its own periodic assessments of the opera-
tional risk profile within its areas of responsibility. As part of this process, unmitigated risks and mitigation
actions are logged in a Group-wide inventory. Operational Risk Control independently reviews the assess-
ments produced by management and collates the Group's overall operational risk profile to determine
whether it is in line with the risk appetite established by the Board of Directors. Operational events are
analysed to determine their root causes, and adequate and sustainable mitigation actions are defined.
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Business continuity management

The Group maintains a comprehensive business continuity management (BCM) plan, including contingency
measures for a number of potential events and scenarios that could affect the Group's ability to operate.
These events include potential IT failures, damage to its premises, natural disasters and diseases, includ-
ing pandemics.

Key elements of the Group's BCM plan are the establishment of a crisis management team, including
the CEO and COQO, the definition of communication plans for internal and external stakeholders, IT and
infrastructure redundancies, and a flexible IT set-up that allows nearly all Leonteq employees to work from
home or other locations without their ability to perform essential tasks being affected.

The Group's BCM plans were implemented early on as a result of the Covid-19 pandemic, with the priority
being to safeguard the health and safety of employees, clients and other stakeholders, as well as protecting
the business and profitability. All of Leonteq's offices were required to close or operate with significantly
fewer employees through much of 2020. Employees were able to work from home for extended periods
of time without any disruptions. Specifically, Leonteq did not experience any issues relating to its trading
and risk management activities, with all hedging and risk management activities continuing uninterrupted.

Working situations have been actively addressed by the company on an ongoing and proactive basis to
ensure employee safety and alignment with local government recommendations. Leonteq set up full home
office capabilities, including sophisticated trading and IT development set-ups, early on. This meant that
once lockdowns were imposed staff was able to seamlessly transition to working from home from one
day to the next. As some governments eased restrictions over the summer months, Leonteq also took a
phased approached to bringing staff back to its offices, first with only critical functions working on site and
then moving to full team A/B split operations. The sophisticated remote access set-up that Leonteq has in
place has allowed for swift transition throughout the year between on site and remote working options.

Cyber security risks

Technical defences

The Group follows state-of-the-art cyber security practices by implementing multiple layers of technical
defences against unauthorized access from internal or external sources, as illustrated in detail in the chart
below. This includes the use of next-generation firewalls, intrusion detection systems and distributed denial
of service protection at the network perimeter, together with internal counter-measures. This configuration
is designed to ensure that no part of the Group's network is exposed to cyber-security risks due to the fail-
ure of any single component and there is no direct route to its data without passing through multiple checks.

Lines of defence of Leonteq’s cyber security layers

Distributed Denial of Service (DDoS) protection

Intrusion detection and protection system

Proxies (web traffic) Barracuda (emails)

Outer firewall
DMz

Inner firewall

End Point Protection (antivirus running on PCs)

Network Access Control (NAC)

Security Operations Centre (SOC)
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Governance defences

Technical defences alone are not sufficient to ensure that safety of digital assets in a commercial environ-
ment. To enable the Group to meet stringent regulatory and security practices, technical defences are
therefore backed by strong and regular governance routines including:

Internal and external audits of cyber defences and routines to ensure compliance with the Group's
requirements and foster good practices;

Regular penetration tests, which are carried out in the Group's general environment on a routine
basis and also when the Group launches a new digital service;

Internal checks and reviews that have been established to verify that the Group's services are correctly
configured, including exception handling;

Regular user awareness and training sessions to ensure that employees, or staff acting on behalf of
the Group, understand what is regarded as acceptable or risky behaviour, together with strategies to
work within a safe environment.

External certifications

The Group's processes and procedures are subject to annual external validation by two leading international
organizations.

The Group's internal control system, which comprises controls relating to its business, operational and
IT processes as well as controls of information security, is audited on an annual basis in accordance with
ISAE 3402. A comprehensive report documenting these controls is produced on an annual basis and is
certified by means of an external audit.

The Group's BCM plan, which covers its disaster recovery and crisis management procedures, is audited in
accordance with ISO 22301.2012. This audit is conducted annually and covers the planning, implementation
and operation of the Group's plan to protect against, reduce the likelihood of, prepare for, respond to, and
recover from disruptive incidents, if and when they arise.

Other risks

The Group is also exposed to a number of other risks, including reputational risk, model risk and
tax risk.

Reputational risk is the risk of a potential loss of reputation due to a financial loss or any other real or per-
ceived event with a negative impact on reputation. In particular, this includes the risk arising from any cases
of employee misconduct. The risk framework implemented by the Group is designed to identify, quantify and
reduce primary and consequential risks that could have an adverse impact on its reputation. Leonteq believes
that its reputational risk is further mitigated through strict compliance controls and a culture of ownership and
responsibility across all levels of the Group. This is reinforced by a systematic and transparent communication
policy towards all stakeholders.

Model risk is the risk of financial loss due to inappropriate model assumptions or inadequate model usage.
In Leonteq's business, significant model risks may arise when models are used to value financial securities
and to calculate hedging ratios. The consequence of an inadequate model could be an incorrect valuation,
leading to incorrect risk measurement and incorrect hedging positions, both of which could result in a finan-
cial loss. Leonteq mitigates these risks through a comprehensive model validation process performed inde-
pendently by the Risk Control department. The process includes the assessment of conceptual aspects,
model implementation and integration into the risk management system, valuation results and best market
practices, and it is concluded by the granting of a formal approval. Further validation is achieved through
continuous monitoring of model performance in daily market operations.

Tax risk is the risk of losses arising from changes in taxation (derived from tax legislation and decisions
by the courts), including the misinterpretation of tax regimes as well as the manner in which they may be
applied and enforced. This also applies to new international tax laws that could have a negative impact on
the taxation of structured products, making them unattractive to investors. Leonteq proactively manages
and controls these risks. It usually asks the relevant tax authorities for written confirmation of its inter
pretation of the relevant regulations (tax rulings) or seeks appropriate advice from professional local tax
consultants. Tax risk is monitored by the Tax department, which takes an integrated view of tax risks for
the entire Group.

Brexit: Leonteq does not expect that the UK's withdrawal from the EU will have a significant impact on its
business. Leonteq maintains offices both in the UK (London) and in the EU (Amsterdam, Paris, Frankfurt
and Milan) and holds appropriate licenses to continue to serve its clients in the UK and the EU.
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Interest Rate Benchmark Reform: Leonteq is in the process of preparing for the transition from LIBOR
interest rates to other benchmark rates, which is expected to occur by the end of 2021 at the latest.
Leonteq is well advanced in its preparations for the transition to the new benchmark rates and expects to
be able to implement these new rates throughout its businesses in the course of 2021.

LIQUIDITY MANAGEMENT

The Group distinguishes between market liquidity risk, or the risk that it may
not be able to sell or buy assets at fair value, and funding liquidity risk, or the risk that
Leonteq may not have sufficient cash or other liquid assets to meet its obligations as
they fall due.

Market liquidity risk

Since the Group hedges its liabilities arising from issued structured investment products through the sale
or purchase of derivatives or other financial and non-financial instruments, it is exposed to the risk that it
may be unable to sell or buy such hedging assets at fair value to cover its liabilities for the corresponding
structured investment products. Leonteq refers to this risk as market liquidity risk related to outstanding
structured investment products. As the product buy-back price is linked to the price of unwinding the
asset, market liquidity risk related to trading activities is limited. Measures to mitigate market liquidity risks
related to trading include:

Issuance of financial instruments only on reasonably liquid underlying instruments (shares, bonds,
freely convertible currencies and commodities) and markets;

Diversification of OTC hedging counterparties;

Quotation of structured investment products, including a bid-ask spread that provides an adequate
buffer for less liquid underlyings. The buffer between the value of the product using the current market
value of illiquid underlyings and the prices at which Leonteq is willing to trade these products is
needed in order to compensate for the possibility that it may not be able to hedge its liabilities at the
current market prices of the illiquid underlyings.

Furthermore, Leonteq invests excess proceeds from the issuance of structured products in a high-grade
bond investment portfolio managed by its Treasury department. Any market liquidity risk of the investment
portfolio is not offset by structured investment products. Measures to mitigate market liquidity risks related
to treasury activities include:

Ensuring the investment universe comprises government and supranational agency credits with a
high-grade credit rating as well as bonds issued by corporates and financial institutions with an
investment-grade rating;

Maintaining diversification across countries and issuers;
Specifying a minimum issue size;

Defining the maximum concentration per single issue.

Funding liquidity risk

Funding liquidity risk represents the risk that Leonteq will not be able to efficiently meet both expected and
unexpected current and future cash flow and collateral needs without its daily operations or the financial
condition of the Group being impacted. Funding consumption occurs mainly within Leonteq Securities AG,
Zurich, and Leonteq Securities AG, Amsterdam Branch.

The Group is exposed to funding liquidity and refinancing risk due primarily to the issuance of structured
products for the Group as well as its platform partners for whom the Group provides derivative hedges.
Funding liquidity risk is the risk that the Group will not be able to efficiently meet both expected and
unexpected liquidity flows. In addition, Leonteq is required to post collateral with SIX to secure obligations
relating to COSI® and TCM-issued products. The repatriation of certain offshore cash placements is subject
to Swiss withholding tax. Leonteq therefore avoids using such unsecured liquidity held in the Guernsey
and Amsterdam branches of Leonteq Securities AG to fund the purchase of securities needed to hedge
market risks in Switzerland.

The liquidity management framework requires Leonteq to maintain sufficient liquidity reserves across its
locations, thus ensuring adequate liquidity during general market, industry-specific or Group-specific stress
conditions. Under the framework, Leonteq is required to maintain certain levels of available or onshore
liquidity, excluding funding that may not be repatriated to Switzerland. The framework metrics are indepen-
dently verified by Risk Control each business day. In addition, the Risk Control department simulates the
effects of various stress scenarios on the amount of funding required under those scenarios on a daily basis.



The framework requires that sufficient liquidity be available in locations to cover their respective funding
requirements. If Leonteq were to experience shortfalls in any aspect of its liquidity requirements, commit-

ted credit facilities can be drawn on in conjunction with other reserve liquidity measures, as specified in the
liquidity framewaork.

Maturity analysis of assets and liabilities

The following tables show the maturity analysis of the Group's financial assets and liabilities. Financial
assets are presented based on either the first time period in which they can be contractually redeemed or,
in the case of trading financial assets (principally equity instruments with no contractual maturity), in the
“up to T month” category, reflecting management's view of the liquidity characteristics of these instru-
ments. Financial liabilities are presented based on the first time period in which they are contractually
redeemable.

As undiscounted cash flows are not significantly different from discounted cash flows, the balances equal
their carrying amount on the statement of financial position, with the exception of other financial assets
and financial liabilities designated at fair value through profit or loss, financial investments measured at fair
value through other comprehensive income and trading financial assets and liabilities.

With a higher amount of financial assets redeemable within three months relative to financial liabilities,
Leonteq has a surplus of short-term liquidity. This gives the Group the flexibility to repay its liabilities in
the event of early redemptions of structured products due to unforeseen market movements. Assets with
shorter durations are periodically renewed or rolled over. This ensures a constant funding match and facili-
tates the adequate liquidity management of assets and liabilities.

CHF thousand

Up to 1-3 3-12 Over
1 month months months 12 months

Liquid Assets 215,645 — — — 215,645
Amounts due from banks 597174 — — — 597174
Amounts due from securities financing transactions 4,188 — — — 4,188
Amounts due from customers 507,533 — — — 507533
Trading financial assets 3,226,572 5,799 16,808 161,933 3,411,112
Positive replacement values of derivative financial instruments 168,253 2,289,429 1,107,837 1,105,490 4,671,008
Other financial assets designated at fair value through profit 1,830 25,209 226,147 661,565 914,750
or loss
Financial investments measured at fair value through other — — 48,849 1,653,802 1,702,651
comprehensive income
Accrued income 13,873 5,945 — — 19,818
Total financial assets 4,735,067 2,326,382 1,399,640 3,682,790 12,043,880
Amounts due to banks 380,636 — — — 380,636
Liabilities from securities financing transactions 1,146,648 — — — 1,146,648
Amounts due to customers 812,495 —_ —_ — 812,495
Trading financial liabilities 199,247 — — 1,297 200,544
Negative replacement values of derivative financial instruments 151,651 947693 1,248,370 1,711,318 4,058,933
Other financial liabilities designated at fair value through profit 1,249,651 1,181,513 860,003 1,803,504 5,094,672
or loss
Lease liability — — 9,528 47998 57526
Accrued expenses 99,790 42,767 — — 142,557

Total financial liabilities 4,040,018 2,171,973 2,117,901 3,664,118 11,894,011
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CHF thousand

Up to
1 month

Due

1-3
months

3-12
months

Over
12 months

Total
31.12.2019

Liquid Assets 130,891 — — — 130,891
Amounts due from banks 515,826 — — — 515,826
Amounts due from securities financing transactions 48,883 — — — 48,883
Amounts due from customers 394,938 — — — 394,938
Trading financial assets 2,034,867 5,950 10,576 103,692 2,155,085
Positive replacement values of derivative financial instruments 48,998 1,668,929 472,038 801,781 2,991,746
Other financial assets designated at fair value through profit 1,933 21,220 144,012 1,320,156 1,487,321
or loss

Financial investments measured at fair value through other — 30,055 — 1,070,295 1,100,350
comprehensive income

Accrued income 16,517 7,079 — — 23,5696
Total financial assets 3,192,853 1,733,233 626,626 3,295,924 8,848,636
Amounts due to banks 232,210 — — — 232,210
Liabilities from securities financing transactions 259,319 — — — 259,319
Amounts due to customers 591,304 — — — 591,304
Trading financial liabilities 432,606 — — 1,301 433,907
Negative replacement values of derivative financial instruments 29,197 687,703 556,355 1,253,819 2,627074
Other financial liabilities designated at fair value through profit 986,661 797,698 1,067,479 1,292,504 4,144,342
or loss

Lease liability — — 9,633 53,548 63,181
Accrued expenses 125,098 53,614 — — 178,712
Total financial liabilities 2,656,395 1,539,015 1,633,467 2,601,172 8,430,049




CAPITAL MANAGEMENT

The Swiss Financial Institutions Act (FinlA) and the Financial Institutions Ordinance (FinlO) entered into
force on 1 January 2020. FinlA regulates the licensing requirements and further organisational rules for
certain financial institutions, including securities dealers such as Leonteq, which are now designated as secu-
rities firms. The new regime distinguishes between account-holding and non-account-holding securities firms
for the application of capital requirements. Securities firms that do not hold accounts for clients are no longer
subject to the Capital Adequacy Ordinance but must permanently hold capital of at least one quarter of the
fixed costs of the last annual financial statement, up to a maximum of CHF 20 million. Leonteq does not hold
client accounts and is thus no longer subject to the requirements of the Capital Adequacy Ordinance. Under
the new regulatory framework for securities firms, Leonteq significantly exceeded its regulatory capital
requirement of CHF 20 million as of 31 December 2020.

Leonteq engages in a robust capital planning process based on a defined set of stress scenarios in order to
ensure that shareholders’ equity is sufficient to cover potential losses in the event of severe adverse market
shocks or other events. The Group's defined stress scenarios include the simulated combined effect of a variety
of market and business events, including potential losses related to equity market shocks, interest rate
changes, foreign exchange rate movements, credit losses and operational losses, as well as adverse changes
to the business environment. These potential losses are then compared to the Group's shareholders’ equity
in order to ensure that a significant buffer is maintained in each defined scenario.

21
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Leonteq Securities AG

Income statement for the years ended 31 December 2020 and 2019

CHF thousand Note

Fee income from securities trading and investment activities 341,624 270,792
Fee income from other services 1,060 1,063
Fee expenses (60,050) (56,647)
Net fee income 8 282,634 215,208
Result from trading activities and the fair value option 9 (97,633) (3,149)
Interest and discount income 7431 9,644
Interest expenses (18,615) (26,472)
Changes in value adjustments for default risks and losses from interest operations (1,092) 1,834
Net result from interest operations 10 (12,276) (14,994)
Other ordinary income 1 3,898 2,788
Total operating income 176,623 199,853
Personnel expenses 12 (86,004) (79,986)
Other operating expenses 13 (37486) (33,288)
Depreciation of long-lived assets 28 (29,606) (26,411)
Changes to provisions and other value adjustments, and losses 3,082 (3,068)
Total operating expenses (150,014) (142,753)
Result from operating activities 26,609 57,100
Taxes 14 5,405 (1,070)
Net profit 32,014 56,030

of which allocated to shareholders of Leonteq Securities AG 32,014 56,030

Leonteq Securities AG

Statement of other comprehensive income for the years ended 31 December 2020 and 2019

CHF thousand Note

Net profit 32,014 56,030
Remeasurement of defined benefit plan 31 3,286 (4,750)
Changes in own credit (35,479) —
Income tax on items that will not be reclassified 14 (214) 866
Total other comprehensive income/(loss) that will not be reclassified to the income statement (32,407) (3,884)
Net unrealised gains/(losses) on debt instruments measured at fair value 26 (4,078) 5,214
through other comprehensive income
Expected credit loss changes on debt instruments measured at fair value 32 1,317 847
through other comprehensive income
Currency translation adjustments (29,946) (10,038)
Income tax on items that may be reclassified 14 — 2
Total other comprehensive income/(loss) that may be reclassified to the income statement (32,707) (3,975)
Total other comprehensive income/(loss) (65,114) (7,859)
Total comprehensive income (33,100) 48,171
of which allocated to shareholders of Leonteq Securities AG (33,100) 48,171

The notes on pages 30 to 89 are an integral part of these financial statements.



Leonteq Securities AG

Statement of financial position as of 31 December 2020 and 2019

CHF thousand Note m

Liquid assets 17 215,645 130,891
Amounts due from banks 18 551,235 478,031
Amounts due from securities financing transactions 20 4,188 48,883
Amounts due from customers 19 511,779 393,448
Trading financial assets 21 3,411,093 2,155,040
Trading inventories 22 155,217 26,661
Positive replacement values of derivative financial instruments 23 4,671,008 2,991,746
Other financial assets designated at fair value through profit or loss 24 936,932 1,521,992
Financial investments at fair value through other comprehensive income 26 1,763,296 1,122,302
Accrued income and prepaid expenses 27 19,142 22,703
Current tax assets 14 574 574
Deferred tax assets 14 7,255 2,732
Long-lived assets 28 104,622 109,173
Other assets 29 10,379 19,188
Total assets 12,362,365 9,023,364
Total subordinated claims — 11,612

of which subject to mandatory conversion and/or debt waiver — —

Amounts due to banks 18 380,636 232,210
Liabilities from securities financing transactions 20 1,146,648 259,319
Amounts due to customers 19 835,342 622,190
Trading financial liabilities 21 200,544 433,907
Negative replacement values of derivative financial instruments 23 4,058,933 2,527075
Other financial liabilities designated at fair value through profit or loss 24 4,944,510 4,092,490
Bond issued and central mortgage institution loan 25 100,000 100,000
Accrued expenses and deferred income 27 129,606 166,113
Current tax liabilities 14 100 1,100
Other liabilities 29 61,686 68,639
Expected credit loss provision 32 51 269
Provisions 33 7197 15,464
Total liabilities 11,865,253 8,618,776
Share capital 34 15,000 15,000
Share premium 269,306 269,306
Retained earnings' 289,529 231,891
Accumulated other comprehensive income/(loss) (76,723) (11,609)
Total shareholders’ equity 497,112 504,588
Total liabilities and equity 12,362,365 9,023,364
Total subordinated liabilities 100,000 127,706

of which subject to mandatory conversion and/or debt waiver 100,000 100,000

' Retained earnings comprise cumulated earnings, including net profit for the years ended 31 December 2020 and 31 December 2019, respectively.

The notes on pages 30 to 89 are an integral part of these financial statements.
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Leonteq Securities AG

Statement of changes in equity for the years ended 31 December 2020 and 2019

CHF thousand Share
capital

BLETC Retained
earnings

premium

Balance as of 31 December 2018 15,000 269,306 175,144
Impact of change in accounting principle 6 — — 561
Balance as of 1 January 2019 15,000 269,306 175,705
Employee participation schemes 12 — — 156
Capital increase/(decrease) — — —
Dividends and other distributions - - —_
Other allocations to/(transfers from) other comprehensive income — — —
Net profit - - 56,030
Balance as of 31 December 2019 15,000 269,306 231,891

CHF thousand Share
capital

Share Retained
premium earnings

Balance as of 1 January 2020 15,000 269,306 231,891
Employee participation schemes 12 — — 555
Capital increase/(decrease) — — —
Dividends and other distributions — — —
Other allocations to/(transfers from) other comprehensive income? — — 25,069
Net profit — — 32,014
Bal as of 31D \ber 2020 15,000 269,306 289,529

2 Changes in own credit risk recognised in other comprehensive income are subsequently transferred within equity to retained earnings.

The notes on pages 30 to 89 are an integral part of these financial statements.

For further information, refer to Note 15.



Own shares Total
Defined benefit Change in Unrealised income Changes in Currency sharehc;ldsirts
plan own credit related to debt expected credit translation quity
instruments at loss on debt adjustments

fair value instruments at fair

through OCI value through OCI
(3,750) - - - - - 455,700
— — — — — — 561
(3,750) - — - - - 456,261
— — — — — — 156
(3,884) — 5,216 847 (10,038) — (7,859)
- - —_ —_ - - 56,030
(7,634) — 5,216 847 (10,038) - 504,588

Own shares Total
Defined benefit Change in Unrealised income Changes in Currency shareh(;ldsirts
plan own credit’ related to debt expected credit translation quity
instruments at loss on debt adjustments

fair value instruments at fair

through OCI value through OCI
(7,634) - 5,216 847 (10,038) - 504,588
— — — — — — 555
2,639 (35,046) (4,078) 1,317 (29,946) — (40,045)
— — — — — — 32,014
(4,995) (35,046) 1,138 2,164 (39,984) — 497,112
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Leonteq Securities AG

Statement of cash flows for the years ended 31 December 2020
and 2019

CHF thousand Note

Net profit 32,014 56,030
Non-cash positions in net profit
Depreciation 28 29,606 26,411
Deferred tax expenses/(benefits) 14 (4,523) (184)
Change in expected credit loss provision 32 1,092 (1,834)
Change in general provision 33 (3,116) 3,073
Share-based benefit programmes 12 555 156
Other non-cash income and expenses (41,512) (9,756)
Amounts due from banks 18 2,144 772,932
Amounts due from securities financing transactions 20 44,695 35,193
Amounts due from customers 19 (61,708) (118,992)
Trading financial assets 21 (1,302,671) (186,070)
Trading inventories 22 (128,556) (10,440)
Positive replacement values of derivative financial instruments 23 (1,679,262) (1,957,147)
Other financial assets designated at fair value through profit or loss 24 585,060 391,515
Net (investment)/disposal of financial investments measured at fair value 26 (640,994) (1,122,302)
through other comprehensive income
Accrued income and prepaid expenses 27 3,561 (7555)
Other assets 29 8,809 17386
Amounts due to banks 18 129,509 (528,543)
Liabilities from securities financing transactions 20 887329 (169,582)
Amounts due to customers 19 212,531 (782,519)
Trading financial liabilities 21 (233,363) 73,475
Negative replacement values of derivative financial instruments 23 1,531,858 (1,161,278)
Other financial liabilities designated at fair value through profit or loss 24 852,020 968,634
Accrued expenses and deferred income 27 (36,507) 37,025
Other liabilities 29 (68) 3,682
Utilisation of general provision 33 (5,179) (1,751)
Dividends received 46,618 57611
Interest received 9,653 9,548
Interest paid (18,101) (23,085)
Current taxes, non-cash adjustment 14 (1,000) (868)
Current taxes paid 14 — _
Cash flow from operating activities 220,394 (3,629,335)
Purchases of long-lived assets 28 (25,102) (28,128)
Proceeds from long-lived assets 28 270 230
Cash flow from investing activities (24,832) (27,898)
Lease payments (excluding short-term/low-value leases) 28 (6,981) (7128)
Cash flow from financing activities (6,981) (7,128)
Exchange rate differences 58 (53)
Net (decrease)/increase in cash and cash equivalents 188,639 (3,664,414)




CHF thousand Note

Cash and cash equivalents, beginning of the year 347884 98,004
Cash and cash equivalents at the balance sheet date 536,523 (3,566,410)
Liquid assets 215,645 130,891
Due from banks on demand?® 229,690 162,890
Due to banks on demand (24,486) (5,569)
Net cash balances with financial market infrastructure entities* 115,674 59,672
Net cash and cash equivalents at the balance sheet date 536,523 347,884

3 The “Due from/to banks on demand” balances are included in balance sheet line items "Amounts due from/to banks"”

4 The "Cash balances with financial market infrastructure entities” are included in balance sheet line items “Amounts due from/to customers”

Cash and cash equivalents include liquid assets, amounts due from/to banks on demand and cash balances with financial market infra-

structure entities.

The notes on pages 30 to 89 are an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

1 General information

Leonteq Securities AG (Leonteq or 'the company’) is the main operating subsidiary of Leonteq AG (together
with its subsidiaries referred to hereinafter as ‘the Group’). The company is an independent expert for struc-
tured investment products and long-term savings and retirement solutions.

The company’s business divisions — Investment Solutions and Insurance & Wealth Planning Solutions —
leverage the company's IT infrastructure and engineering capabilities to offer a wide range of solutions and
services to its client base. These solutions and services include the development, structuring, distribution,
hedging and settlement, lifecycle management and market making of structured products, as well as the
design and management of structured certificates and unit-linked life insurance policies.

The company provides some of these core services to platform partners under the terms of cooperation
agreements. The company also distributes products to institutional investors and financial intermediaries
who offer these products to retail investors.

Disclosures provided in the “Risk and Control” section of this report (pages 3 to 21) that are marked as
audited form an integral part of the Financial Statements. These disclosures relate to requirements under
IFRS 7, Financial Instruments: Disclosures and IAS 1, Presentation of Financial Statements, and are not
included this section.

The company was incorporated in Zurich, Switzerland, in 2007 It is a public limited company with its regis-
tered office at Europaallee 39, 8004 Zurich, Switzerland.

These financial statements were approved for publication by the Board of Directors on 9 February 2021.

2 Basis of presentation

The company prepares its financial statements in accordance with the International Financial Reporting
Standards (IFRS), as issued by the International Accounting Standards Board (IASB). They are prepared
according to the historical cost approach, with the exception that financial assets and liabilities (including
derivative instruments and trading inventories) are revalued at fair value through profit or loss and debt
instruments are measured at fair value through other comprehensive income.

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied unless otherwise stated.

3 Principal accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below
and in the appropriate Notes.

Foreign currency translation

The company's presentation currency is the Swiss franc (CHF). The company uses the following main
FX rates:

Spot rate Average rate
31.12.2019 2019

EUR/CHF 1.0812 1.0854 1.0703 1.1125
USD / CHF 0.8848 0.9676 0.9390 0.9937
GBP / CHF 1.2096 1.2819 1.2043 1.2696
JPY / CHF 0.0086 0.0089 0.0088 0.0091
HKD / CHF 0.1141 0.1242 0.1211 0.1268
SGD / CHF 0.6694 0.7192 0.6813 0.7273

The company and its branches prepare their financial statements in their respective functional currencies.
Transactions in a currency other than the functional currency are recognised at the spot rate on the transac-
tion date. Exchange differences arising between the date of a transaction and its subsequent settlement
are recognised in the income statement.

At the balance sheet date, monetary assets and liabilities denominated in a foreign currency are trans-
lated into the functional currency using the closing exchange rate, and unrealised exchange differences
are recognised in the income statement. Non-monetary assets and liabilities not measured at fair value
are translated into the functional currency at the historical exchange rate. Non-monetary assets and lia-
bilities measured at fair value are translated into the functional currency using the closing exchange rate.



Any unrealised gains or losses arising on the foreign currency translation are recognised in line with the
recognition of gains or losses on the change in fair value of the item.

Assets and liabilities of branches that are denominated in a different functional currency to the company are
translated into Swiss francs at the closing exchange rates. Average exchange rates for the business year
are used for items in the income statement, statement of other comprehensive income and statement
of cash flows. Exchange differences arising from the use of closing exchange rates and average exchange
rates are recognised as currency translation adjustments in the statement of other comprehensive income.

Initial recognition and derecognition

The company uses trade date accounting to recognise financial transactions. The company recognised a
financial asset or financial liability at the transaction date (i.e. trade date) at fair value of the consideration
given or received, including directly attributable transaction costs. In the case of financial assets or financial
liabilities measured at fair value through profit or loss, the transaction costs are immediately recognised in
the income statement. At the date on which the company enters into a sales contract for financial assets
and the conditions for derecognition are met, the relevant financial asset is derecognised from the statement
of financial position. Recognition or derecognition is mainly associated with the transfer of the contractual
rights to receive cash as well as the respective risks and rewards (market risk).

Financial assets and financial liabilities

Financial assets are allocated to the following categories based on the type of assets, the solely payments
of principal and interest (SPPI) test and the business model test: Fair value through profit or loss, amortised
cost or fair value through other comprehensive income. Financial liabilities are allocated to the following
categories based on their type and designation: Fair value through profit or loss or amortised cost.

Financial assets or liabilities held for trading purposes are measured at fair value and are disclosed in the
statement of financial position in the line items “trading financial assets” or “trading financial liabilities"
Gains and losses on the sale and redemption of such instruments, interest and dividend income, as well as
changes in fair value, are recognised in “result from trading activities and the fair value option”

The company'’s issued products contain hybrid financial instruments, certificates (including actively man-
aged certificates) and mini-futures. Hybrid financial instruments are composed of debt components and
embedded derivatives. Certificates may comprise an underlying instrument (or a basket of underlyings)
combined with derivatives. Alternatively, the pay-off of a certificate could be achieved through the combi-
nation of a debt host and one or more embedded derivatives (similar to a hybrid financial instrument). As a
result, the company designates all of its issued products as other financial liabilities designated at fair value
through profit or loss.

In addition to issued products, the company applies the fair value option to selected receivables from
customers and to interest rate instruments. The application of the fair value option to these instruments
reduces an accounting mismatch that would otherwise arise from recognising these assets using a differ-
ent measurement basis (e.g. amortised cost) to that used for offsetting liabilities, issued products as well
as issued derivative instruments that are measured at fair value or designated at fair value through profit
or loss.

Financial assets and financial liabilities designated at fair value are recognised in the statement of financial
position in the line items “other financial assets designated at fair value through profit or loss” or “other
financial liabilities designated at fair value through profit or loss”
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4 Critical accounting estimates and judgments
in applying accounting policies

The preparation of financial statements requires the company's management to make judgements, esti-
mates and assumptions that affect the application of accounting policies and the reported amounts of
assets, liabilities, income and expenses. Such estimates and assumptions are based on the best avail-
able information and are adapted continuously in line with new findings and circumstances but may
involve significant uncertainty at the time they are made. Actual results may differ from these estimates.
The company believes that the estimates and assumptions it has made are appropriate, and that the
company’s financial statements are therefore a fair representation of its financial position and results in
all material respects.

The most relevant areas in which the company exercises judgment include the application of the company’s
estimations and assumptions with respect to: revenue recognition as well as the deferral period applied
to fee income (Note 8); fair value of financial instruments and trading inventory (Note 15); the depreciation
period and testing for impairments of long-lived assets (Note 28); determining the terms of leases (Note 28);
provisions (Note 33) and retirement benefit obligations (Note 31).

Sensitivities are presented solely to assist the reader in understanding the company’s financial statements
and are not intended to suggest that other assumptions would be more appropriate.

5 Changes to critical accounting estimates

Revenue recognition of fee income

At the beginning of 2020, the company decided to review the estimates inherent in the revenue recognition
model for fee income in the Investment Solutions division to take account of the increasingly competitive
market environment in recent years. The revision of estimates resulted in a reallocation of fees earned
to Leonteq's main service offerings (performance obligation) and an adjustment of the deferral period.
The company prospectively applied the change in estimates as of 1 January 2020. See Note 8 for further
details.

Own credit spread

The company determined its own credit spread based on a model using observable market inputs such as
market capitalisation, debt and product type-specific adjustments. Based on periodic reassessments and
given the current market developments, management decided to adjust the company's own credit spread
in March 2020, August 2020 and December 2020. See Note 15 for further details.



6 Changes in accounting policies and presentation

New or revised standards and interpretations that have been adopted

The following new or revised standards and interpretations were applied by the company for the first time
in the financial year 2020:

Interest Rate Benchmark Reform — Phase 1 — Amendments to IFRS 9, IAS 39 and IFRS 7

The amendments address uncertainty related to potential effects of IBOR reform (replacement of existing
reference rates such as LIBOR and EURIBOR with alternative interest rates) on certain hedge accounting
requirements that are based on forward-looking analysis. The corresponding requirements are to be applied
as if the reference rate on which hedged cash flows and cash flows from the hedging instrument are based
has not altered as a result of interest rate benchmark reform.

These changes had no impact on the Group's consolidated financial statements when applied for the first
time.

Other new standards and interpretations that became effective for the first time on 1 January 2020 or have
been early adopted in the financial year 2020 did not have any significant impacts on the company when
applied for the first time or were not relevant to the company:

Amendments to References to the Conceptual Framework in IFRS Standards
Definition of Material - Amendments to IAS 1 and IAS 8
Definition of a Business — Amendments to IFRS 3

Covid-19 Related Rent Concessions — Amendments to IFRS 16 (early adopted)

New standards and interpretations not yet adopted

Various other new and revised standards and interpretations must be applied with effect from 1 January 2021
or a later date:

Interest Rate Benchmark Reform — Phase 2 — Amendments to IFRS 9, IAS 39, IFRS 7 IFRS 4 and
IFRS 16 - effective 1 January 2021

Annual Improvements to IFRS Standards 2018 - 2020 - effective 1 January 2022
IFRS 17 Insurance Contracts — effective 1 January 2023

Amendments to IAS 1, Classification of Liabilities as Current or Non-current — effective 1 January 2023

The company has performed an initial assessment of the new standards and interpretations and does not
expect any of them to have a significant impact on the company's net profit, comprehensive income and
shareholders’ equity or to be relevant to the company.
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7 Segment reporting

Leonteq's Executive Committee, which is the chief operating decision maker, manages and assesses the
performance of the Group and its businesses based on the following operating segments:

Investment Solutions
Insurance & Wealth Planning Solutions

Corporate Centre

Leonteq is an independent expert for structured investment products and long-term savings and retirement
solutions. The Group focuses on industrialising the production process for structured investment products
and unit-linked life insurance policies and on providing its clients and partners with high standards of services
delivered by an international team of experienced industry professionals. Leonteq has a strong presence in
its home market of Switzerland and in Europe, as well as an established footprint in Asia.

Investment Solutions

The Investment Solutions business line manufactures and distributes structured investment products,
which it offers via Group entities and financial intermediaries in more than 50 countries. The business line
further enables and enhances the structured product capabilities of its issuance partners. Structured invest-
ment products are manufactured and managed by Leonteq itself or for an issuance partner, which acts as
the issuer or guarantor of the respective products. The services cover the entire lifecycle of a structured
investment product. Clients are serviced by an experienced sales force and can choose from a variety of
issuers available on the platform. The structured investment product offerings are grouped into three main
categories: Capital protection, yield enhancement and participation with a variety of different payoffs, all of
which are managed on Leonteq's platform. The distribution of structured investment products is performed
by Leonteq or its issuance partners, and its distribution capabilities are complemented by a dedicated
n-house ideation, structuring, and trading team and include a digital and automated pricing engine

Insurance & Wealth Planning Solutions

The Insurance & Wealth Planning Solutions business line offers a digital platform for life insurers, enabling
unit-linked retail products with financial protection. This provides a viable alternative to traditional guaran-
tee product approaches. Partners and their end-clients benefit from attractive and transparent long-term
savings and draw-down solutions with both upside potential and downside protection. Partners have the
advantage a of high level of capital efficiency based on third party-guarantees and upfront hedging, as well
as a high level of cost efficiency through the use of scalable straight-through digital processes that cover
the full policy lifecycle at the individual policy level.

Beyond the platform business, Leonteq provides structured solutions both to life insurers for their single
premium business and to insurance brokers. In addition, the business line is responsible for the structured
products offering with interest rates as the underlying asset class.

Corporate Centre

Costs related to corporate functions such as Finance, Human Resources, Information Technology, Investor
Relations & Communications, Legal & Compliance, Marketing, Operational Services and Risk Control are
largely allocated to the business lines based on cost allocation keys. The unallocated corporate functions are
shown within the Corporate Centre.



CHF thousand Investment Insurance & Corporate

Solutions Wealth Centre
Planning
Solutions
Net fee income 260,871 21,763 — 282,634
Net trading income/(loss) (108,916) 11,283 — (97,633)
Net interest income/(expense) (12,616) 437 (97) (12,276)
Other ordinary income 854 — 3,044 3,898
Total operating income 140,193 33,483 2,947 176,623
Personnel expenses (66,625) (9,427) (9,952) (86,004)
Other operating expenses (28,407) (1,672) (7407) (37,486)
Depreciation of long-lived assets (21,556) (3,814) (4,236) (29,6006)
Changes to provisions and other value — — 3,082 3,082
adjustments, and losses
Total operating expenses (116,588) (14,913) (18,513) (150,014)
Result from operating activities 23,605 18,570 (15,566) 26,609
CHF thousand Investment Insurance & Corporate
Solutions Wealth Centre
Planning
Solutions
Net fee income 180,040 35,168 — 215,208
Net trading income/(loss) (15,674) 12,5625 — (3,149)
Net interest income/(expense) (15,459) 575 (110) (14,994)
Other ordinary income 327 — 2,461 2,788
Total operating income 149,234 48,268 2,351 199,853
Personnel expenses (60,751) (9,623) (9,612) (79,986)
Other operating expenses (25,079) (2,098) (6,111) (33,288)
Depreciation of long-lived assets (18,821) (3,496) (4,094) (26,411)
Changes to provisions and other value — — (3,068) (3,068)
adjustments, and losses
Total operating expenses (104,651) (15,217) (22,885) (142,753)
Result from operating activities 44,583 33,051 (20,534) 57,100

The company applies a distribution view to allocate its revenues to the different business lines. The allo-
cation of expenses is based on different activities performed by the segments to provide their services.
Leonteq does not have reportable major client concentrations in the distribution of its products. However,
it does have concentrations with issuance partners.
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Information by geographic location

CHF thousand Switzerland Europe (excl. Asia
Switzerland)
Net fee income 129,881 135,902 16,851 282,634
Net trading income/(loss) (35,488) (49,817) (12,328) (97,633)
Net interest income/(expense) (5,710) (5,780) (787) (12,276)
Other ordinary income 3,859 39 — 3,898
Total operating income 92,543 80,344 3,736 176,623
CHF thousand Switzerland Europe (excl. Asia
Switzerland)
Accrued income and prepaid expenses 6,530 12,612 — 19,142
Current tax assets 574 — — 574
Deferred tax assets 7244 1 — 7255
Long-lived assets 104,065 557 — 104,622
Other assets 9,669 710 — 10,379

CHF thousand Switzerland Europe (excl.

Switzerland)

Net fee income 111,663 95,942 7603 215,208
Net trading income/(loss) 6,851 (6,476) (3,5624) (3,149)
Net interest income/(expense) (4,550) (10,391) (53) (14,994)
Other ordinary income 2,754 44 (10) 2,788
Total operating income 116,718 79,119 4,016 199,853
CHF thousand Switzerland Europe (excl. Asia Total

Switzerland) 2019

Net fee income 111,663 95,942 7,603 215,208
Net trading income/(loss) 6,851 (6,476) (3,524) (3,149)
Net interest income/(expense) (4,550) (10,391) (53) (14,994)
Other ordinary income 2,754 44 (10) 2,788
Total operating income 116,718 79,119 4,016 199,853
CHF thousand Switzerland Europe (excl. Total

Switzerland) 31.12.2019

Accrued income and prepaid expenses 6,336 16,367 — 22,703
Current tax assets 574 — — 574
Deferred tax assets 2,720 12 — 2,732
Long-lived assets 108,246 927 — 109,173
Other assets 18,604 584 — 19,188

The company is a subsidiary wholly owned by Leonteq AG, which as a Group has offices in various
international locations. The company distributes its own structured investment products and those of its
issuance partners either through its own sales force located in Amsterdam, Geneva and Zurich, using the
distribution network of related Group companies outside Switzerland, or through the distribution chan-
nels of its issuance partners. The geographical allocation of the company’s revenues is undertaken based
on the location of the distributor, servicing primarily banks, insurance companies and asset manager/
financial intermediaries. Switzerland consists of the offices in Geneva and Zurich as well as its issuance
partners distribution channels. Europe comprises the company’s or issuance partners’ operations in
Amsterdam and Guernsey as well as the Group's offices in Frankfurt, London, Milan, Monaco and Paris.
Asia represents the Group's offices Hong Kong, Singapore and Tokyo. In 2020 and 2019, around 28% and
24% of the Company's total operating income was generated by the Group's office in Monaco and around
14% and 15%, respectively, by the Group's office in London.



8 Net fee income

Fees earned are allocated to Leonteq’s main service offerings (performance obligation). The services are
provided either when a product is issued or over the lifetime of a product. Consequently, certain types of
fees are deemed earned when a product is issued, while other types of fees are deemed earned over the
effective lifetime of products issued.

In the Investment Solutions division, fees are generally collected when a product is issued or repurchased and
are deemed earned when performance obligations are satisfied. The following performance obligation groups
are deemed to be predominantly satisfied at the point in time when products are issued: Product design and
launch; product documentation and reporting; issuance, settlement and order management and pricing and
trading services. Performance obligations that are principally satisfied over the lifetime of issued products
include: Risk management; lifecycle management; risk, regulatory and financial reporting. Fees are allocated
to the individual performance obligations based on the estimated share of the total effort required (input
method) over the lifetime of the products as it best reflects the compensation for services rendered. A port-
folio approach is applied to determine the average effective lifetime of products issued which is determined
based on the historical effective lifetime of expired products and the expected effective lifetime of existing
products at the balance sheet date. The calculation only excludes products or product categories that show a
unique revenue recognition profile that differs significantly from the majority of issued products. Since
1 January 2020, the average effective lifetime is estimated to be 9 months (31 December 2019: 12 months).
Material and customised contracts are accounted for to best reflect the actual patterns of the individual
agreements.

In the Insurance & Wealth Planning Solutions division, some fees are collected upfront and recognised
upon satisfaction of the respective performance obligation. The satisfaction of performance obligation
groups and the effective lifetime of Leonteq’s products are determined on a product group and client group
basis. The following performance obligations are deemed predominantly satisfied upfront: Structuring,
creation and origination of interest rate products for predefined cash flows of client groups, and coordina-
tion of insurance and banking partners acting as issuers of capital protected products. Performance obliga-
tions which are principally satisfied over the lifetime of the products include: Servicing of recurring pay-out
obligations and financing activities. In addition, some services are delivered over the product’s lifetime for
which fees are collected and recognised at the point in time as the following performance obligation groups
are deemed satisfied: Creation and origination of capital protected products, as well as creation and origina-
tion of the participation products, risk management and lifecycle management of products and platform
and platform services.

Triggered by specifications of contractual services and risk amendments concerning platform partners within
the Insurance & Wealth Planning Solutions division, a review of their impact on the satisfaction of perfor
mance obligations and pricing was undertaken. As a result, CHF 6.1 million of the total of CHF 71.8 million of
accumulated deferred income at the beginning of the year was recognised as a cumulative catchup adjust-
ment due to such contractual amendments.

The allocation of the total fee to the performance obligations, as well as the determination of when these
performance obligations are satisfied, involves the exercising of judgement. At the beginning of 2020,
Leonteq decided to review the estimates inherent in the revenue recognition model for fee income in the
Investment Solutions division to take account of the increasingly competitive market environment in recent
years. The revision of estimates resulted in a reallocation of fees earned to Leonteq’s main service offerings
(performance obligation) and an adjustment of the deferral period. Leonteq prospectively applied the
change in estimates as of 1 January 2020. Management is of the opinion that the methods and judgement
applied provide a best estimate of the real circumstances at the balance sheet date.

Revenue recognised from contracts with clients is shown in the income statement line item “fee income
from securities trading and investment activities” The amount of deferred fee income is included in the
statement of financial position in the line item “accrued expenses and deferred income’ Fees are gener
ally not discounted when recognised. The company presents fee income net of any costs that are directly
attributable to the issuance of partner products and Leonteq products. Consequently, the incremental
costs of obtaining a contract are not recognised as an asset. Since Leonteq does not sell its products to
the end-investor but acts through distribution partners, Leonteq discloses its fee income net of directly
attributable costs that were agreed upfront.
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CHF thousand m

Fee income of Investment Solutions 319,861 235,624
of which recognised at a point-in-time 259,848 170,072
of which recognised over time 60,013 65,5652

Fee income of Insurance & Wealth Planning Solutions 21,763 35,168
of which recognised at a point-in-time 2,323 5,979
of which recognised over time 19,440 29,189

Total fee income from securities trading and investment activities 341,624 270,792

Fee income from other services 1,060 1,063

Total fee income from other services 1,060 1,063

Fee expenses (60,050) (56,647)

Total fee expenses (60,050) (56,647)

Net fee income 282,634 215,208

Net fee income increased by 24% compared to 2019. Large ticket transactions (defined as transactions
where Leonteq earns a fee of CHF 0.5 million or more) amounted to CHF 19.3 million and accounted for
6% of net fee income in 2020, down from 7% (or CHF 17.5 million) in 2019.

The following table provides a reconciliation of the balance of deferred fees:

CHF thousand m

Balance of deferred fees as of 1 January 106,899 75,745
Recognition of deferred fees in the income statement (79,453) (94,741)
Deferral of fees collected 47,661 125,895
Balance of deferred fees as of 31 December 75,107 106,899
of which recognised within the next 12 months 17.362 42,911
of which recognised after 12 months 57,745 63,988

Deferred fees are included in the statement of financial position in line item “accrued expenses and
deferred income” in the statement of financial position. The balance of deferred fees is recognised as fee
income when the respective service obligations are satisfied.

In the Investment Solutions divisions, service obligations that are not satisfied upon issuance of the prod-
uct are deemed to be satisfied over the average effective lifetime of issued products which is estimated
to be 9 months as of 31 December 2020. Consequently, an amount of CHF 174 million is expected to be
recognised as fee income within the next 12 months. Due to the long-term nature of the pension busi-
ness, service obligations in the Insurance & Wealth Planning Solutions division are satisfied over a period
of up to 48 years. CHF 13.8 million are expected to be recognised as fee income between 2 and 5 years,
CHF 29.9 million between 6 and 20 years and CHF 14.1 million after 20 years.



9 Result from trading activities and the fair value option

Net result from trading activities and the fair value option allocated to risk categories
per underlying

CHF thousand m

Debt securities (including funds) 49,483 31,135
of which effective interest income from debt instruments at FVOCI 19,604 10,472
Equity securities (including funds) (146,159) (2,963)
Forex 28,134 16,283
Precious metals/commodities/cryptocurrencies (7626) (22,998)
Trading related costs (21,465) (24,606)
Result from trading activities and the fair value option (97,633) (3,149)
of which result due to financial assets designated at fair value 10,404 46,831
of which result due to financial liabilities designated at fair value 646,209 (272,536)

The result from trading activities due to financial liabilities designated at fair value represents the gross results
from products issued. The offsetting result from hedging activities is reflected in various components of the
trading result (excluding trading related costs).

The net result from trading inventories (crypto currencies) is reflected in the line item “precious metals /
commodities / crypto currencies”.

Net trading result of CHF -107.1 million in the first half of 2020 was significantly impacted by hedging-related
losses driven by the oil price shock in March 2020 (approx. CHF -20.0 million) as well as the widespread
and unexpected cancellation of previously announced dividend payments, which affected cashflows from
shareholdings owned by the Group for hedging purposes (approx. CHF -38.0 million). In addition, the Group
recorded a significant increase in hedging-related costs as market risk exposures changed rapidly in an
increasingly illiquid hedging market which were only partially offset by positive hedging contributions from
the Group's structural long volatility position. In the second half of 2020, net trading result came in positive
with CHF 9.5 million, compared to CHF -10.7 million in the second half of 2019, primarily driven by positive
hedging contribution of CHF 11.3 million partially offset by treasury carry of CHF -2.6 million. On a full year
basis, net trading income amounted to CHF -97.6 million in 2020, compared to CHF -3.1 million in 2019.

10 Net result from interest operations

CHF Ihousand m

Interest and discount income 7431 9,644
Total interest and discount income 7431 9,644
Interest expenses (18,615) (26,472)
Total interest expenses (18,615) (26,472)
Gross result from interest operations (11,184) (16,828)
Changes in value adjustments for default risks and losses from interest operations (1,092) 1,834
Net result from interest operations (12,276) (14,994)

The decrease in interest expense is due to the overall decline in interest rates, especially in connection to
US dollar interest rates.

For further information on Changes in value adjustments for default risks and losses from interest operations,
refer to Note 32.
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11 Other ordinary income

CHF thousand m

Rental income 2,324 2,298
Other fee income from platform partners 832 162
Other 742 328
Total other ordinary income 3,898 2,788

Other ordinary income mainly consists of rental income generated through the sub-leasing of office space
and non-recurring income earned in connection with other services rendered to platform partners (i.e. set-up,
onboarding, migration).

12 Personnel expenses

Variable compensation plans for employees

The company implemented variable compensation plans for its employees. A portion of variable compensa-
tion equal to or greater than CHF 50 thousand is deferred. Depending on the function of each employee
and the individual variable compensation amount, the proportion of variable compensation deferred ranges
from 20% to 80%.

Non-deferred variable compensation is paid in cash and recognised as personnel expenses in the income
statement during the performance period.

Deferred variable compensation is paid in cash over a three-year period, in three equal instalments for deferred
variable compensation of less than CHF 60 thousand. Deferred variable compensation of CHF 60 thousand or
more is generally paid two third in cash over a three-year period, in three equal instalments, and one third in
restricted stock units (RSUs) over a vesting period of three years (stage vesting).

Deferred variable compensation expenses incurred in cash are recognised as personnel expenses in
the income statement with one third of the expense in each year using a straight-line attribution model.
Deferred variable compensation expenses incurred in RSUs are recognised as personnel expenses in the
income statement over the respective vesting period corresponding to the grant value of RSUs.

The awards are subject to the condition that the recipient remains in an employment relationship with the
company at the payment or vesting date, respectively.

The Board of Directors launched an employee long-term incentive plan (‘"ELTIP’) in the period under review.
The plan shall align objectives of key employees of the company with the interests of shareholders.
Additionally, it shall serve as retention tool to bond and commit such key employees to the company.
Combined with talent developments, it shall enable the base for the next generation of Leonteq'’s leaders.
The plan comprises RSUs only, is fully deferred and is cliff-vesting after a period of three and a half years
to five years. Should employees voluntarily leave before the granted shares are fully vested, the respective
share awards will be forfeited. Compensation expenses incurred in RSUs are recognised over the respec-
tive vesting period based on the grant value of the RSUs.

Short- and long-term incentive plans for members of the Executive Committee
For the members of the Executive Committee the Group operates a short- and long-term incentive plan.

Variable compensation for the short-term incentive plan (STIP) is cash-settled and deferred with a rate of
50%. The non-deferred variable compensation of the STIP plan is recognised in the income statement in
the year for which the variable compensation is committed (performance period). The deferred variable
compensation element is paid in cash over a three-year period in three equal instalments (stage vesting).
Variable compensation expenses incurred from deferred cash incentive plans are recognised as personnel
expenses in the income statement with one third of the expense in each year straight-line.

Variable compensation for the long-term incentive plan (LTIP) is granted in performance share units (PSUs).
The number of PSUs is calculated as a multiple of the annual base salary for each member of the Executive
Committee applying as grant reference price the volume-weighted average share price from the last quar
ter prior to the start of the three-year performance period. PSUs allocated will vest after a period of three
years (cliff vesting) and convert into Leonteq AG shares. The number of shares to vest will depend on the
level of achievement of the performance target and will become freely tradeable after an additional blocking
period of one year if contractual minimum shareholding conditions are fulfilled. Two thirds of the perfor
mance target is measured against Leonteq AG's return on shareholder’s equity (RoE) target whereas one
third is measured against Leonteq AG's total shareholder return (TSR) compared with the performance of
a basket of equity indices.



Compensation expense arising from the LTIP performance condition RoE is recognised over the service
period based on the estimated number of shares expected to vest. The number of shares and the related
expense recognition are adjusted over the three-year performance period to reflect the anticipated actual
outcome. Compensation expense arising from the LTIP performance condition TSR is determined based
on its fair value at grant date and recognised over the vesting period, even if vesting awards may change
or forfeit. Share-based compensation arising from the performance condition TSR is therefore not
re-measured unless the conditions’ terms would be modified such that the fair value after modification
exceeds the fair value prior to modification.

CHF thousand m

Salaries and bonuses 72,701 73,399

of which share-based compensation 4,411 4,542
Social security contributions 5,361 5,290
Pension plan expenses 7040 134
Other personnel expenses 902 1,163
Total personnel expenses 86,004 79,986

Personnel expenses for 2020 of CHF 86 million increased by 8% in 2020 compared to CHF 80 million in
2019. Pension plan expenses increased by CHF 6.9 million in 2020 mainly impacted by a benefit in 2019 due
to the change of conversion rates and the replacement of parts of the current Swiss defined benefit plan
through a newly introduced 1e plan.

Personnel expenses include deferred benefits granted in prior years under the employee variable compensa-
tion plans. Future commitments arising from deferred compensation awards amounted to CHF 19.9 million
for the year ending 31 December 2020 (2019: CHF 21.3 million).

The company employed 397 (incl. 20 contractors, sourced through a service provider during build-up phase
of a nearshoring location) and 384 employees as of 31 December 2020 and 2019, respectively. It had 386
(incl. 20 contractors, sourced through a service provider during build-up phase of a nearshoring location)
and 374 full-time equivalents as of 31 December 2020 and 2019, respectively.

Personnel expenses include the impact of the two types of equity-settled, compensation plans operated
by the company.
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Restricted stock unit (RSU) plans

The company operates RSU plans for certain Leonteq employees. Part of the deferred compensation of
participating employees is paid in the form of RSUs that are converted into Leonteq AG shares after the
vesting period, whereby one RSU entitles the recipient to equivalent to one Leonteq AG share. RSU plans
align the deferred variable compensation of such employees with the long-term performance of Leonteq
Group. The number of RSUs granted is determined by the amount of deferred variable compensation
awarded to the employee, as well as the fair value of Leonteq AG shares at the grant date. Allocations
made under this plan are based on deferred compensation for services rendered in the financial year end-
ing 31 December prior to the grant date. Eligible employees will earn the RSUs over the pre-defined vesting
period (stage vesting), provided they fulfil the vesting conditions in March of each of the following years.
Up until the financial year 2018, the members of the Executive Committee participated in separate RSU
plans in which parts of the remuneration of the long-term incentive plan were only earned at the end of a
three-year vesting period (cliff vesting), if vesting conditions are fulfilled.

Number of RSUs Employees Executive
Committee
Unvested committed RSUs at the beginning of the year 133,419 85,041 218,460
Allotted RSUs in the year under review 53,887 — 53,887
Reclassification between categories® 12,847 (12,847) —
Forfeited RSUs in the year under review (147) — (147)
Settlement of RSUs by Leonteq AG shares (57950) (36,23b) (94,185)
Unvested committed RSUs at the balance sheet date 142,056 35,959 178,015
5 David Schmid stepped down as member of the Executive Committee on 11 November 2020.
CHF
Average grant price of unvested committed RSUs (programmes 2016 to 2023) 44.58
CHF thousand Employees Executive
Committee
Personnel expenses recognised over the vesting period for RSUs 18,009 5,349 23,358
Market value of RSUs on the allocation date 18,009 5,349 23,358
Reclassification between categories® 1,064 (1,064) —
Charged as personnel expenses in the year under review 2,434 1,107 3,541
Cumulative charges recognised as personnel expenses up to the balance sheet date 15,518 3,869 19,387
Estimated personnel expenses for the remaining vesting periods excluding future terminations 1,744 416 2,160
5 David Schmid stepped down as member of the Executive Committee on 11 November 2020.
Number of RSUs Employees Executive Total
Committee 2019
Unvested committed RSUs at the beginning of the year 114,219 54,453 168,672
Allotted RSUs in the year under review 80,092 53,812 133,904
Reclassification between categories — — —
Forfeited RSUs in the year under review (15,764) — (15,764)
Settlement of RSUs by Leonteq AG shares (45,128) (23,224) (68,352)
Unvested committed RSUs at the balance sheet date 133,419 85,041 218,460
CHF
Average grant price of unvested committed RSUs (programmes 2016 to 2022) 44.09
CHF thousand Employees Executive Total
Committee 2019
Personnel expenses recognised over the vesting period for RSUs 15,723 5,349 21,072
Market value of RSUs on the allocation date 15,723 5,349 21,072
Reclassification between categories — — —
Charged as personnel expenses in the year under review 2,402 1,643 3,945
Cumulative charges recognised as personnel expenses up to the balance sheet date 12,020 3,826 15,846
Estimated personnel expenses for the remaining vesting periods excluding future terminations 2,081 1,623 3,604




Deferred performance share units granted to the Executive Committee

The members of the Executive Committee participate in a long-term incentive plan (LTIP), which comprises
forward-looking incentives for a three-year performance period. The LTIP is allocated in the form of perfor-
mance share units (PSUs) and settled in Leonteq AG shares.

As of 31 December 2020, estimated LTIP financial impacts amounted to CHF 2,006 thousand for the
newly established plan in the year under review for the three-year performance period. An amount of
CHF 669 thousand was recognised for the financial year 2020. The grant reference price of each share
award granted reflects the volume-weighted average share price from the last quarter prior to the start of
the three-year performance period.

Maximum number of share awards granted for the compensation year 108,107 90,119
Fair value of each share award at the grant date (in CHF) 38.72 45.82
Anticipated expense recognition arising from share awards granted 2,006 1,743

over vesting period (in CHF thousand)

Estimated fair value of share awards granted over vesting period 1,666 1,659
(in CHF thousand)

The anticipated expense recognition arising from the LTIP performance condition RoE reflects the esti-
mated number of shares to vest over the three-year performance period applying the fair value at grant
date. For the LTIP performance condition TSR, the expense recognition is determined based on the fair
value at grant date. The fair value for the performance criteria TSR has been determined using a Monte
Carlo pricing model and was estimated to be 42.13%, corresponding CHF 588 thousand at the measure-
ment date. Leonteq chose to value the market condition TSR internally given its valuation capabilities.
Share-based compensation arising from the performance condition TSR is not re-measured.

The basis for the estimated fair value of the share awards granted are the anticipated achievement rates
as per yearend for the RoE and the TSR performance conditions as well as the fair value of the underlying
Leonteq AG shares at the end of the financial year (CHF 35.05 for 2020).

For further information on the LTIP refer to the compensation report in the Leonteq AG Annual Report 2020
(page 117).

13 Other operating expenses

CHF thousand m

Occupancy costs 1,197 1,183
Information and communication technology 20,532 19,602
Office equipment expenses 53 35
Audit fees 826 568
of which for financial and regulatory audit 557 204
of which for other services 269 364
Other administrative expenses 14,878 11,900
of which for professional services other than audits 5,671 5,919
Total other operating expenses 37,486 33,288

The increase of other operating expenses is mainly driven by higher banking fees, legal costs as well as
increased consulting fees.
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14 Taxes

Current income taxes are calculated based on the applicable tax laws in the relevant jurisdictions and
recognised as an expense in the period in which the related profits are generated. Assets or liabilities
related to current income taxes are reported in the statement of financial position as applicable. Income
taxes are stated net of the participation relief which the Company may avail on dividend income from
qualifying equity holdings.

Tax effects arising from temporary differences between the carrying amounts of assets and liabilities in the
Company's statement of financial position and their corresponding tax values are recognised as deferred
tax assets and deferred tax liabilities. Deferred tax assets arising from temporary differences and from loss
carry-forwards eligible for offset are capitalised if it is likely that enough taxable profits will be available
against which those temporary differences or loss carry-forwards can be offset. Deferred tax assets and
deferred tax liabilities are calculated at the tax rates expected to apply in the period in which the tax assets
will be realised or the tax liabilities settled.

Tax assets and liabilities of the same type (current or deferred) are offset when they refer to the same tax-
able entity, they relate to the same tax authority, the legal right to offset exists, and they are intended to
be settled net or realised simultaneously.

Current and deferred taxes are credited or charged to other comprehensive income or shareholders’ equity
if the taxes refer to items that are credited or charged to other comprehensive income or to shareholders’
equity in the same or a different period. Otherwise, taxes are recognised in the income statement.

Income Taxes
e
Current income tax expense/(benefit) (668) 388
Deferred income tax expense/(benefit) (4,737) 682
Total income tax expense/(income) (5,405) 1,070
Profit before tax 25,824 57,100
Income tax expense calculated at the Swiss statutory tax rate 5,462 12,076
Participation income tax relief — (5,721)
Tax rate differential (17,650) (11,380)
Impact due to IFRS 16 lease accounting (65) (71)
Intercompany interest adjustment 601 776
Addition/(utilisation) of unrecognised tax loss carry-forwards 6,095 5,461
Adjustments related to prior years (666) —
Revaluation pension fund 491 —
Other impacts 317 (71)
Total income tax expense/(income) (5,405) 1,070
Capital tax expenses 287 324
Corporate tax expenses (5,118) 1,394

The company applied the participation relief (“Beteiligungsabzug”) in line with the applicable Swiss legisla-
tion. The resulting impact that is — among other factors — directly linked to the taxable profit of the Company
was CHF 0 thousand for fiscal year 2020 (2019: CHF 5,721). The company's position remains unchanged
regarding the tax assessments of the company issued by the Zurich Cantonal Tax Office for fiscal years
2013, 2014 and 2015 (additional potential tax liability of CHF 12 million) where the tax authority applied a
different method of calculating the participation relief. The company filed an appeal against the aforesaid
tax assessments. A decision by the first instance court is outstanding to date. If contrary to management'’s
expectations, the courts were ultimately to decide in favour of the tax authority, such outcome would have
a significant negative impact on the overall profitability of the company.



The company'’s statutory tax rate for fiscal year 2020 was 21.15% (2019: 21.15%). The tax rate differential
was caused by the company's foreign operations that were taxed at varying rates. For fiscal year 2020, the
company continued to apply its transfer pricing method based on an OECD recognised standard to account
for the income of its foreign operations.

The intercompany interest adjustments mainly related to the Contingent Convertible Loan issued by
Leonteq Securities AG and currently fully held by its parent company, Leonteq AG.

In 2020, CHF 6.1 million (2019: CHF 5.4 million) of the impact of unrecognised tax losses was incurred by
entities abroad. Current tax assets and current tax liabilities reported as of the date of the statement of
financial position, and the resulting current tax expenses for the periods presented, were partly based on
estimates and assumptions and may differ from the amounts determined by tax authorities in the future.

Unrecognised tax loss carry-forwards

CHF lhousand m

Within 1 year — —

From 1 to 5 years — —

From 5 to 10 years 46,225 21,845

After 10 years — _

No expiry — —

Total unrecognised tax loss carry-forwards 46,225 21,845

As per 31 December 2020, unrecognised tax loss carry-forwards of CHF 44.0 million (31 December 2019:
CHF 21.8 million) were subject to a tax rate of 25%. If recognised in full, the deferred tax assets for
tax loss carry-forwards eligible for offsetting as per 31 December 2020 would total CHF 11.5 million
(31 December 2019: CHF 5.4 million).
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Deferred taxes

CHF thousand

Assets
31.12.2019

Liabilities
31.12.2019

Pension liability 2,633 2,790 —
Long-lived assets (115) (58) —
Tax loss carry-forwards 4,737 — —
Total deferred taxes 7,255 2,732 -

CHF thousand

Assets
2019

Liabilities
2019

Balance at the beginning of the year 2,732 2,690 —
Changes affecting the income statement 4,737 (684) —
Changes recognised through equity related to first time adoption — (141)

of new accounting standards

Changes affecting the statement of other comprehensive income (214) 866 —

from pension liability

Translation adjustment — 1 —
Balance at the end of the year 7,255 2,732 -

The increase of deferred tax assets in 2020 was mainly caused by the loss of the current year eligible for
offsetting in future periods and resulting in a deferred tax asset of CHF 4.7 million (2019: CHF 0.0 million).

On 1 September 2019, the Swiss public accepted the proposed tax reform in the Canton of Zurich includ-
ing a change in the income tax rate at the Cantonal level. The combined statutory tax rate (for federal and
cantonal purposes) will decrease from 21.15% to 19.70% as of 2021. The effects of change in tax rates

were adjusted in the closing balances of deferred taxes accordingly.



15 Fair values of financial instruments
and trading inventories

The fair value of financial instruments and trading inventories contained in the statement of financial position
of the company based on the valuation methods explained below is the same as the book value. There is no
deviation between fair value and book value.

Measurement methodologies

Derivative financial instruments, traded financial assets and liabilities, other financial assets designated
at fair value, other financial liabilities designated at fair value and trading inventories are recognised at fair
value in the statement of financial position. Changes in the fair values of these instruments are recognised
in the income statement as “result from trading activities and the fair value option” Financial investments
measured at fair value through other comprehensive income are recognised at fair value in the statement
of financial positions and changes in fair values attributable to changes in the issuer credit risk or the
benchmark interest rate are initially recognised in the statement of other comprehensive income (OCI).
Either due to the application of hedge accounting or upon disposal of the respective investment, amounts
initially recognised in OCI are reallocated to the income statement as “result from trading activities and
the fair value option”

The transaction price represents the best indication of the fair value of financial instruments unless the
fair value of the instrument can be better determined by comparison with other observable current market
transactions involving the same instrument (level 1 instrument) or is based on a valuation method that uses
only observable market data (level 2 instrument). In this case, any difference between fair value and the
transaction price is recognised as day-1 profit or loss in the line item ‘result from trading activities and the
fair value option’. For level 3 instruments, day-1 result is deferred over the duration of the product.

Fair value is determined using quoted prices in active markets when these are available. In other cases, fair
value is determined using a valuation model. Valuation models use inputs and rates derived from observ-
able market data, such as interest rates and foreign exchange rates, when available. Valuation models are
primarily used for the valuation of issued structured products and derivatives.

The output of a model is typically an estimate or approximation of a value that cannot be determined with
certainty, and the valuation techniques employed may not fully reflect all factors relevant to the positions
held. Significant risks arise when models are used to value financial instruments and calculate hedging
ratios. The consequence of an inadequate model could be an incorrect valuation leading to an incorrect risk
assessment and an incorrect hedging position, both of which could have a financial impact.

All models are validated before they are used as a basis for financial reporting, and they are periodically
reviewed thereafter by qualified specialists who operate independently from model developers and users.
Whenever possible, the valuations derived from models are compared with the prices of similar financial
instruments and with actual values once realised in order to further validate and calibrate the models.
Valuation models are generally applied consistently across products from one period to the next, ensuring
the comparability and continuity of valuations over time.

There were no significant changes in the valuation models used for the period ending 31 December 2020.
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Fair value hierarchy

All financial instruments and trading inventories carried at fair value are categorised to one of three fair
value hierarchy levels at yearend, depending on how fair value has been determined:

Transfers between levels resulting from changes due to the availability of market prices or market liquidity
are made when a change of market liquidity occurs.

Level 1 instruments

The fair value of level 1 instruments is based on unadjusted quoted prices in active markets. Equity securi-
ties, interest rate or debt securities issued by governments, public sector entities and companies, quoted
investment funds, precious metals, trading inventories, commodities and positive or negative replacement
values of exchange traded derivatives are allocated to this category. The quoted market price used for the
company'’s equity securities, debt securities, quoted funds and exchange traded derivative instruments is
the exit price. Generally accepted market prices are used for foreign currencies, precious metals, trading
inventories and commodities. Mid-market prices are used for the valuation of debt securities, which are
categorised as financial assets designated at fair value through profit or loss if the market price risks of
these positions are offset fully or to a significant extent by issued structured products or other trading
positions.

Level 2 instruments

The fair value of level 2 instruments is based on quoted prices in markets that are not active or on a valu-
ation method using significant input parameters that are directly or indirectly observable. Level 2 instru-
ments comprise positive or negative replacement values of derivative instruments, issued structured prod-
ucts, debt securities with reduced market liquidity and investment funds that are not quoted. The company
uses valuation methods to determine the fair value of positive and negative replacement value of derivative
instruments and issued structured products if there is no active market pursuant to the definition of IFRS
13 or if market liquidity varies significantly over time. For the valuation of derivative instruments, including
the option components and interest rate components of structured products, generally recognised option
pricing models and generally recognised valuation methods — e.g. discounted cash flow models — are used.
If quoted prices for instruments are available but low trading volumes indicate that there is no active market
or quoted prices are not available, then the fair value of equity securities, debt securities, other securi-
ties and trading inventories are based on pricing information from counterparties, brokers or other pricing
services. In the case of investment funds, published net asset values are used. The input parameters for
the valuation models are contract-specific and include the market price of the underlying asset, foreign
exchange rates, yield curves, default risk, dividend estimates, volatilities and correlations. Derivative instru-
ments are traded on a collateralised basis. The company’s own credit risk, as well as third-party credit risk
in the case of assets, is not included in the valuation of collateralised derivative instruments.

Level 3 instruments

The fair value of level 3 instruments is based on a valuation method that uses at least one significant
input parameter that cannot be observed directly or indirectly in the market. The company's level 3 instru-
ments comprise positive or negative replacement values for longerterm derivative financial instruments.
The company uses generally recognised pricing models to determine the fair value of derivative financial
instruments. The input parameters for the valuation models are contract-specific and include the market
prices of the underlying asset, yield curves, volatilities and possibly other parameters. Derivative financial
instruments are traded predominantly on a collateralised basis and the company’'s own credit risk, as well
as third-party credit risk in the case of assets, is not included in the valuation of collateralised derivative
instruments. Whenever possible, the company uses input parameters observable in the market to deter-
mine the fair value of financial instruments. However, due to the longerterm nature of some instruments,
significant input parameters are not always considered observable for those long-dated products and they
are therefore classified as level 3. The company estimates these unobservable input parameters using
market information as well as historical data. The estimated input parameters are reviewed during monthly
independent price verification processes and are further reviewed by an independent risk control function.



Valuation adjustments

The fair value of level 2 and level 3 instruments is based on valuation methods and therefore a level of uncer
tainty is inherent in those values. The valuation methods used do not always reflect all relevant factors when
determining fair values. The Group considers additional factors in the case of issued structured products as
well as derivative instruments to ensure that the valuations are appropriate. The factors include uncertainties
in relation to models used, to parameters used, to liquidity risks and, in the case of structured products, to the
risk of early redemption. The adjustments reflect the uncertainty in model assumptions and input parameters
in relation to the valuation method used. The adjustments relating to the liquidity risk take into account the
expected cost of hedging open net risk positions. The Group believes that it is necessary and appropriate to
take these factors into account to determine the fair value of these instruments correctly.

Clearly defined processes, methods and independent controls are applied to ensure that an appropriate
valuation is assigned to financial instruments. The controls comprise the analysis and approval of new
instruments, the approval and regular assessment of used valuation models, the daily analysis of profit and
loss, and regular independent price verification, including the review of used input parameters. The controls
are performed by risk control specialists who possess the relevant knowledge and operate independently
from trading and treasury functions.

Own credit

Under IFRS 9, changes in fair value related to own credit risk for other financial liabilities designated at fair
value through profit or loss are recognised in other comprehensive income. The changes in own credit risk
recognised in other comprehensive income are subsequently transferred within equity to retained earnings
reserves in the same period as the sales fee income is deemed earned. Any fair value impact not related
to changes in own credit risk is recognised in the income statement.

Leonteq determines its own credit spread regularly based on a model using observable market inputs such
as market capitalisation, debt and product type-specific adjustments. Management compared the deter
mined credit spread with observable and paid credit spreads for public distributed products of Leonteq
and, given current market developments, decided to adjust the Group’s own credit spread in March 2020,
August 2020 and December 2020. No own credit spread adjustment was required in the prior year.

Day 1 result

According to IFRS 13, the transaction price represents the best indication of the fair value of a financial
instrument unless the fair value of the instrument can be better determined by comparing it with other
observable current market transaction involving the same instrument (level 1 instrument) or is based on a
valuation method that uses only observable market data (level 2 instrument). If this is the case, the differ-
ence between the transaction price and the fair value is recognised as day-1 profit or loss in the line item
“result from trading activities and the fair value option”

For level 3 instruments, Day-1 result is deferred over the duration of the product. During the current and
previous reporting period, the Group had no positions with deferred day-1 result.
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CHF thousand

Trading financial assets

Debt securities (listed)’

180,326

Equity securities’

2,650,987

Funds

572,963

Other securities

6,817

of which hybrid financial instruments

6,817

Total trading financial assets

3,411,093

Positive replacement values of derivative instruments

4,671,008

Other financial assets designated at fair value through profit or loss

936,932

Financial investments measured at fair value
through other comprehensive income

1,763,296

Total financial assets

10,782,329

Trading inventories

165,217

Total trading inventories

155,217

Trading financial liabilities

Debt securities (listed)

1,296

Equity securities

194,815

Funds

4,433

Other securities

of which hybrid financial instruments

Total trading financial liabilities

200,544

Negative replacement values of derivative instruments

4,058,933

Other financial liabilities designated at fair value through profit or loss

Interest rate instruments

351,897

Equities

4,418,303

Foreign currency

7,332

Commodities (including precious metals)

166,978

Total other financial liabilities designated at fair value through profit or loss

4,944,510

Total financial liabilities

9,203,987

7 Preferred shares in the amount of CHF 68,452,542 as of 31 December 2020 (31 December 2019: CHF 90,337932) have been reclassified from equity securities into debt securities.

The figures for the previous year were adjusted accordingly.

In 2020, there were no significant reclassifications of positions between level 1 and level 2 and vice versa.



CHF thousand

Total

31.12.2019

Trading financial assets

Debt securities (listed)?

100,289

Equity securities®

1,699,904

Funds

429,432

Other securities

25,415

of which hybrid financial instruments

25,415

Total trading financial assets

2,155,040

Positive replacement values of derivative instruments

2,991,746

Other financial assets designated at fair value through profit or loss

1,621,992

Financial investments measured at fair value
through other comprehensive income

1,122,302

Total financial assets

7,791,080

Trading inventories

26,661

Total trading inventories

26,661

Trading financial liabilities

Debt securities (listed)

1,300

Equity securities

417,256

Funds

15,350

Other securities

1

of which hybrid financial instruments

1

Total trading financial liabilities

433,907

Negative replacement values of derivative instruments

2,527,075

Other financial liabilities designated at fair value through profit or loss

Interest rate instruments

429,662

Equities

3,629,714

Foreign currency

8,793

Commodities (including precious metals)

124,321

Total other financial liabilities designated at fair value through profit or loss

4,092,490

Total financial liabilities

7,053,472

8 Preferred shares in the amount of CHF 68,452,542 as of 31 December 2020 (31 December 2019: CHF 90,337932) have been reclassified from equity securities into debt securities.

The figures for the previous year were adjusted accordingly.

In 2019, there were no significant reclassifications of positions between level 1 and level 2 and vice versa.
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Level 3 financial instruments

CHF Ihousand m

Balance at the beginning of the year 21,105 18,383
Additions 2,618 3,750
Disposals (2,199) (6,177)
Result recognised in the income statement 2,648 8,583

Result recognised in the statement of other comprehensive income — —

Reclassifications to level 3 — —

Reclassifications from level 3 (3,087) (3,434)

Translation differences — —

Total balance at the end of the year 21,085 21,105

Unrealised income/(loss) recognised in the trading income (448) (6,334)

Unrealised income/(loss) recognised in other income — —

Unrealised income/(loss) recognised in other comprehensive income — —

Financial instruments are reclassified into/out of level 2 and 3 based on changes in the observability of the
significant input parameter “volatility of interest rates” for the valuation of financial instruments.

Based on the change in the observability of significant input parameters, CHF 3.1 million of level 3 financial
instruments were reclassified to level 2 (2019: CHF 3.4 million). No level 2 financial instruments were reclas-
sified to level 3 in 2020 and 2019, respectively.

The result recognised in the income statement relates to trading (gains)/losses in connection with the
reduction in long-term interest rates in 2020.

No day-1 gains or losses were recognised as a result of transactions involving level 3 instruments during
the year. In 2020, an unrealised loss of CHF 0.4 million (2019: CHF 6.3 million) for fair value movements
was recognised in the line item "result from trading activities and the fair value option”. The closing bal-
ance of level 3 financial liabilities as of 31 December 2020 totalled CHF 21.1 million (31 December 2019:
CHF 21.1 million).

Valuation techniques and inputs used in the fair value measurement of level 3 liabilities

The following table shows significant level 3 liabilities together with the valuation techniques used to mea-
sure their fair value, significant inputs used in the valuation technique that are considered unobservable,
and a range of values for unobservable inputs. The range of values represents the highest and lowest level
input used in the valuation techniques. Consequently, the range does not reflect the level of uncertainty
regarding a particular input but rather the different underlying characteristics of the relevant liabilities.
The ranges will therefore vary from period to period and parameter to parameter based on the character-
istics of the instruments held at each balance sheet date. Further, the ranges of unobservable inputs may
differ across other financial institutions due to the diversity of the products in each firm’s inventory.



Significant unobservable inputs in level 3 positions

This section discusses the significant unobservable inputs used in the valuation of level 3 instruments and
assesses the potential effect that a change in each unobservable input in isolation may have on fair value
measurement. It also provides information to facilitate an understanding of factors that give rise to the in-
put ranges shown.

CHF thousand Range of unobservable inputs
31.12.2019
Significant
Valuation unobservable
method input
Negative replacement values of 21,084 21,105 Generic Volatility of 50 53 51 61 basis
derivative financial instruments Replication interest rates points
Model®

A generic replication model is used to price interest rate derivatives.

Volatility of interest rates

Volatility measures the variability of interest rates and is generally expressed as an absolute number in
basis points (bps). The minimum level of volatility is O bps and there is no theoretical maximum. Volatility
is a key input in option models, where it is used to derive a probability-based distribution of forward rates.
The effect of volatility on individual positions within the portfolio is determined primarily based on whether
the option contractisalongorshortposition. Inmost cases, the fair value of an optionincreases as aresult of
arise in volatility and is reduced following a decrease in volatility. In general, volatility used in the measure-
ment of fair value is derived from active market option prices (referred to as implied volatility). A key feature
of implied volatility is the volatility “smile” or “skew”, which represents the effect of pricing options of
different option strikes at different implied volatility levels.

Sensitivity of level 3 fair values

The company’s management believes, based on the valuation approach used for the calculation of fair
values and the related controls, that the level 3 fair values are appropriate.

The following table shows the impact of reasonably possible alternative assumptions to the un-observable
input parameters used. These results show no significant impact on the company’s net profit, comprehen-
sive income or shareholders’ equity.

CHF thousand m

Increase of volatility of interest rates (+5 bps) 198 31

Decrease of volatility of interest rates (-5 bps) (198) (31)

Financial assets and liabilities at amortised costs

"o

The financial assets and liabilities at amortised costs contain the positions “cash in hand’ "amounts

due from banks’ “amounts due from securities financing transactions’, “amounts due from customers’,
amounts

“accrued income’ “amounts due to banks’ “liabilities from securities financing transactions’, “
due to customers” and "accrued expenses” All these positions have short-term maturities (i.e. less than

three months) and it is assumed that the book value is equal to the fair value.
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16 Hedge accounting

In accordance with the risk management framework, the company hedges its exposure to the benchmark
(market) interest rate risk related to its investment activities. Benchmark interest levels may have a positive
impact (declining interest rates) or a negative impact (increasing interest rates) on the market price of bonds.
Payer interest rate swaps or other derivative financial instruments are used to offset the interest rate risk
arising from the investment portfolio. For bonds measured at fair value through profit or loss, the changes in
fair value of the hedging instruments as well as the hedged item are recognised in the income statement.
By introducing the “fair value through other comprehensive income (FVOCI)" business model, the changes
in fair value of the respective bonds is first recognised in the statement of other comprehensive income
and only recycled to the income statement if the bonds are disposed of. To avoid this accounting mismatch,
fair value hedge accounting was introduced simultaneously with the FVOCI business model. To apply hedge
accounting, various criteria set out in IFRS 9 must be met:

The hedging relationship must consist only of eligible hedging instruments and eligible hedged items.

At inception of the hedging relationship, there is a formal designation and documentation of the
hedging relationship, risk management objective and strategy for undertaking the hedge.

Hedges must be expected to be effective, so that there is an economic relationship between the
hedged item and the hedging instrument, the effect of credit risk does not dominate the value
changes that result from the economic relationship, and the hedge ratio is adequately weighted.

If the criteria for fair value hedge accounting are met, the company reports the change in fair value on the
financial investments measured at FVOCI attributable to the benchmark interest rate risk (hedged item) as
the “result from trading activities and the fair value option” in the income statement instead of in the state-
ment of other comprehensive income. The ineffectiveness of the fair value hedge is also recognised in the
income statement in the line item “result from trading activities and the fair value option”. Elements other
than the benchmark interest rate risk are not part of the hedge. The portfolios are managed dynamically,
and the hedging relationship is designated on a daily basis. Hedge effectiveness is tested prospectively by
applying different scenarios on a daily basis. Similarly, retrospective hedge effectiveness is measured on a
daily basis by comparing the change in fair value of hedging instruments and the change in fair value of
bonds that is attributable to the benchmark interest rate risk. Ineffectiveness is mainly expected to arise
due to the different maturities of the bonds that fall within the scope of the hedging relationship and the
hedging instruments, as well as differences in overall sensitivities to movements in benchmark interest
rate curves. Credit risk is limited by entering into derivatives transactions (related to hedging instruments)
only with central clearing counterparties or on a collateralised basis. In the event of an early termination of
the hedge, the cumulative adjustment of the carrying amount of the bonds that fall within the scope of the
respective hedging relationship is recognised over their remaining term in the income statement in the line
item “result from trading activities and the fair value option”

For further information on risk management activities, refer to the separate Risk section.



The following table provides an overview of the effect of fair value hedge accounting on financial invest-

ments measured at FVOCI:

CHF thousand

Positive replacement values of hedging instruments 11,655 4,014
Notional amount of derivative financial instruments used as hedging instruments 877,749 525,615
Negative replacement value of hedging instruments 50,240 9,696
Notional amount of derivative financial instruments used as hedging instruments 1,945,917 797639

CHF thousand

Carrying amount of financial investments measured at FVOCI

1,763,296 1,122,302

of which accumulated amount of fair value hedge gain/(loss)
included in the carrying amount

44,573 620

CHF thousand

Change in the fair value of the hedging instruments used as the basis
for recognising hedge ineffectiveness

14

(38,748)

Change in the fair value of the hedged item used as the basis 44,573 620
for recognising hedge ineffectiveness
Amount of hedge ineffectiveness recognised 5,825 634

in the income statement

The accumulated amount of fair value hedge adjustments remaining in the balance sheet for any hedged
items that have ceased to be adjusted for hedging gains and losses is zero as of 31 December 2020
(31 December 2019: zero). The carrying amount of the hedging instruments is presented as the positive
and/or negative replacement values of derivative financial instruments. All assets presented as “financial
investments measured at fair value through other comprehensive income” are considered hedged items.
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17 Liquid assets

Liquid assets include deposits held at sight with the Swiss National Bank and are recognised at their
nominal value.

18 Amounts due from/to banks

Amounts due from banks include receivables from banks on demand, term deposits and settlement receiv-
ables. Amounts due from banks are recognised initially at fair value and subsequently at amortised cost.

Amounts due to banks include bank overdrafts and settlement payables to banks and parties regulated by a
banking supervisory authority. Amounts due to banks are recognised initially at fair value and subsequently
at amortised cost.

CHF Ihousand m

Due from banks on demand (cash and cash equivalents) 229,690 165,258
Due from banks on demand (precious metals) 1,283 8,269
Cash collateral paid to banks or regulated financial institutions 255,386 275,280
Settlement receivables from banks or regulated financial institutions 56,323 19,672
Settlement receivables with platform partners — 8,653 9,652
banks or regulated financial institutions

Total amounts due from banks 551,235 478,031
Cash overdrafts (cash and cash equivalents) 24,485 5,569
Cash collateral received from banks or regulated financial institutions 333,620 191,110
Settlement liabilities with banks or regulated financial institutions 20,033 34,181
Settlement liabilities with platform partners — 2,498 1,350

banks or regulated financial institutions

Total amounts due to banks 380,636 232,210

Amounts due from banks increased due to higher cash balances and higher settlement receivables.
Following increased trading activities and substantially higher positive replacement values led to the
increase of amounts due to banks. Amounts with related parties are reflected in Note 36.



19 Amounts due from/to customers

Amounts due from customers include receivables (including settlement receivables and other receivables,
as well as cash collateral paid) from counterparties other than banks. Amounts due from customers are
recognised initially at fair value and subsequently at amortised cost, less provision for impairment.

Amounts due to customers include payables (including settlement payables and other payables, as well as
cash collateral received) to counterparties other than banks. Amounts due to customers are recognised
initially at fair value and subsequently at amortised cost.

CHF Ihousand m

Cash balances with financial market infrastructure entities 116,350 59,727
(cash and cash equivalents)

Cash collateral paid to non-banks 37179 9,821
Settlement receivables with financial market infrastructure entities 302,386 232,093
Settlement receivables with platform partners — non-banks 29,848 83,5632
Other amounts due from platform partners — non-banks 7752 7463
Other amounts due from customers 18,264 812
Total amounts due from customers 511,779 393,448
Cash balances with financial market infrastructure entities 676 55

(cash and cash equivalents)

Cash collateral received from non-banks 403,760 210,643
Settlement payables to financial market infrastructure entities 377,298 336,365
Settlement and other payables to platform partners — non-banks 30,269 43,820
Subordinated loans — 25,500
Other loans 13,100 —
Fees payable to other Leonteq companies 9,747 5,386
Other fees payable 492 421
Total amounts due to customers 835,342 622,190

Amounts with related parties are reflected in Note 36. Amounts due to customers increased due to higher
collateral requirements on the back of higher volatility levels at the end of 2020 resulting in higher positive
replacement values.
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20 Securities financing transactions (assets and liabilities)

The company generally enters into securities lending and securities borrowing transactions on a collater-
alised basis. In the case of such transactions, the company typically lends or borrows securities in exchange
for securities or cash collateral. Additionally, the company’s lending and borrowing activities are performed
in exchange for a fee. The majority of securities lending and borrowing agreements involve shares, funds
and bonds. The transactions are conducted under standard agreements employed by financial market partici-
pants and are undertaken with counterparties subject to the company’s normal credit risk control processes.
The company monitors the market value of the securities received or delivered on a daily basis and requests
or provides additional collateral or returns, or recalls surplus collateral in accordance with the underlying
agreements. Securities that have been transferred, whether in a lending/borrowing transaction or as collat-
eral, are not recognised or derecognised in the statement of financial position unless the risks and rewards
of ownership are also transferred. In such transactions where the company transfers owned securities and
where the borrower is granted the right to sell or repledge them, the securities are presented as “trading
financial assets” or “other financial assets designated at fair value through profit or loss” of which pledged
as collateral. Cash collateral received is recognised with a corresponding obligation to return it. Cash col-
lateral received is disclosed in the line item “liabilities from securities financing transactions” Cash collateral
delivered is derecognised with a corresponding receivable, reflecting the right to receive it back. The cash
collateral delivered is disclosed in the line item “amounts due from securities refinancing transactions”
Additionally, the sale of securities received in a lending or borrowing transaction triggers the recognition of
a trading financial liability (short sale).

Consideration exchanged in such transactions (i.e. interest received or paid) is accrued in the period in
which it incurred.

Repurchase and reverse repurchase agreements

Securities purchased under agreements to resell, reverse repurchase agreements, and securities sold under
agreements to repurchase, as well as repurchase agreements, are all treated as collateralised financing
transactions. Nearly all repurchase and reverse repurchase agreements involve debt securities (i.e. bonds,
notes, money market papers) and equity securities. The transactions are normally conducted under standard
agreements employed by financial market participants and are undertaken with counterparties subject to
the company’s normal credit risk control processes. The company monitors the market value of the securi-
ties received or delivered on a daily basis and requests or provides additional collateral or returns, or recalls
surplus collateral in accordance with the underlying agreements.

The transfer of securities in the case of repurchase and reverse repurchase agreements is not recognised
or derecognised in the statement of financial position unless the risks and rewards of ownership are also
transferred. In reverse repurchase agreements, cash collateral provided is derecognised with a correspond-
ing receivable being recognised, reflecting the right to receive it back. The cash collateral provided is dis-
closed in the line item “amounts due from securities financing transactions”. In repurchase agreements,
the cash collateral received is recognised with a corresponding obligation to return it. The cash collateral
received is disclosed in the line item “liabilities from securities financing transactions”.

In repurchase agreements where the company transfers owned securities and where the recipient is granted
the right to resell or repledge them, the securities are presented in the statement of financial position in
the line items “trading financial assets” or “other financial assets designated at fair value through profit or
loss”, of which pledged as collateral. Securities received in a reverse repurchase agreement are disclosed as
off-balance sheet items if the company has the right to resell or repledge them, with securities that the
company has resold or repledged being disclosed if applicable. Additionally, the sale of securities received in
reverse repurchase transactions triggers the recognition of a trading financial liability (short sale).

Interest income from reverse repurchase agreements and interest expenses from repurchase agreements
are accrued in the period in which they are incurred.



CHF thousand Book value Cash Securities lent or
of assets as collateral used for

reported on received collateralisation™
balance sheet

Amounts due from securities financing transactions 4,188 — — 4,188
Trading portfolio 3,411,093 1,146,648 (1,915,612) 2,642,129
Other financial instruments at fair value 936,932 — (593,513) 343,419
Total as of 31 December 2020 4,352,213 1,146,648 (2,509,125) 2,989,736
With unrestricted right to resell or repledge — — (798,994) (798,994)

CHF thousand Book value of Cash Securities

liabilities as collateral borrowed or

reported on paid received for

balance sheet collateralisation
Amounts due in respect of securities financing transactions 1,146,648 — — 1,146,648
Trading portfolio 200,544 4,188 (174,749) 29,983
Liabilities from other financial instruments at fair value 4,944,510 — — 4,944,510
Total as of 31 December 2020 6,291,702 4,188 (174,749) 6,121,141
of which repledged — — (30,479) (30,479)
of which resold — - (144,270) (144,270)

CHF thousand Book value Cash Securities lent or Total
of assets as collateral used for Net amount
reported on received collateralisation™

balance sheet
Amounts due from securities financing transactions 48,883 — — 48,883
Trading portfolio 2,155,040 259,319 (1,306,959) 1,107,400
Other financial instruments at fair value 1,521,992 — (992,860) 529,132
Total as of 31 December 2019 3,725,915 259,319 (2,299,819) 1,685,415
With unrestricted right to resell or repledge — — (28,269) (28,269)

CHF thousand Book value of Cash Securities Total
liabilities as collateral borrowed or Net amount
reported on paid received for

balance sheet collateralisation
Amounts due in respect of securities financing transactions 259,319 — — 259,319
Trading portfolio 433,907 48,883 (338,379) 144,411
Liabilities from other financial instruments at fair value 4,092,490 — — 4,092,490
Total as of 31 December 2019 4,785,716 48,883 (338,379) 4,496,220

of which repledged — — — _

of which resold — — — _

0 Securities lent or used for collateralisation of securities financing transactions are equal to the amounts of collateral received or paid (taking haircuts into account).
The remaining amount is used as collateral for other purposes (i.e. initial margin for ETDs or add-ons).
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21 Trading financial assets and liabilities

CHF thousand

Debt securities (listed)" 180,326 100,289
of which pledged as collateral 75,247 25,380
Equity securities” 2,650,987 1,599,903
of which pledged as collateral 730,271 951,969
of which lent as collateral in securities lending and borrowing 796,935 26,169
transactions with the right to resell or repledge
Funds 572,963 429,433
of which pledged as collateral 287907 301,341
of which lent as collateral in securities lending and borrowing 2,059 2,100
transactions with the right to resell or repledge
Other securities 6,817 25,415
of which hybrid financial instruments 6,817 25,415
Total trading financial assets 3,411,093 2,155,040
of which based on valuation-model (see Note 15) 392,986 328,907
of which repo-eligible securities — —
Debt securities (listed) 1,296 1,300
Equity securities 194,815 417256
Funds 4,433 15,350
Other securities — 1
Total trading financial liabilities 200,544 433,907
of which based on valuation-model (see Note 15) 3,629 4

" Preferred shares in the amount of CHF 68,452,542 as of 31 December 2020 (31.12.2019: CHF 90,337,932) have been reclassified

from equity securities into debt securities. The figures for the previous year were adjusted accordingly.

Trading financial assets are purchased to offset the economic exposures arising from the non-host debt

component of the company'’s issued products or other financial liabilities.



22 Trading inventories

Leonteq issues certificates that replicate the performance of cryptocurrencies. The Group issued products
with Bitcoin, Bitcoin Cash, Ether, Litecoin and Ripple as underlyings. To hedge the exposure resulting from
the issuance of these certificates, Leonteq purchases or sells the respective underlying.

The Group classifies cryptocurrencies held as an economic hedge for issued structured products as “trading
inventories” and applies the commodity brokertrader exemption (IAS 2.3) and therefore measure cryptocur
rencies at fair value less costs to sell. The fair market values for cryptocurrencies held as assets are deter
mined based on generally accepted prices. The changes in fair value are recognised in the line item “result
from trading activities and the fair value option”

23 Replacement values of derivative instruments

The replacement values of all derivative instruments are recognised at fair value in the statement of financial
position and are reported as positive replacement values or negative replacement values. As the company
enters into derivative contracts for trading purposes, realised and unrealised gains and losses are recognised
in “result from trading activities and the fair value option”.

A derivative may be embedded in a “host contract”. Such combinations are known as hybrid instruments
and arise predominantly from the issuance of structured debt instruments. The values of embedded deriva-
tives are presented with the host debt as other financial liabilities designated at fair value. Gains and losses
from financial liabilities are reported in the income statement as “result from trading activities and the fair
value option”.

For derivative financial instruments used for hedge accounting in accordance with IFRS 9, refer to Note 16.
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CHF thousand Trading instruments

Positive RV  Negative RV Contract Positive RV Negative RV Contract
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volume

volume

Forward contracts including FRAs —

Swaps 226,599 188,802 19,455,856 11,655 50,240 2,823,666
Futures — — 2,977,652 — — —
Options (OTC) 83,233 192,548 11,572,687 — — —
Options (exchange traded) — — — — — —
Forward contracts 28,733 36,351 2,240,835 —_ — —
Swaps 5,026 620 88,670 — — —
Futures — — 13,316 — — —
Options (OTC) 33,140 32,721 1,382,797 — — —
Options (exchange traded) — — — — — —
Forward contracts — — — — — —
Swaps — — — — — —
Futures — — 35,611 — — —
Options (OTC) 2,040 1,248 36,738 — — —
Options (exchange traded) — . — — — —
Forward contracts — — — — — —
Swaps 836,731 185,127 9,084,740 — — —
Futures — — 887518 — — —
Options (OTC) 170,663 466,820 7,101,095 — — —
Options (exchange traded) 3,203,170 2,862,621 37906,655 — — —
Credit default swap 57,146 36,678 3,044,013 — — —
Total return swap — — — — — —
First to default swaps — — — — — —
Other credit derivatives — — — — — —
Forward contracts — — — — — —
Swaps 12,285 1,853 163,995 — — —
Futures — — 239,275 — — —
Options (OTC) 587 3,304 38,593 — — —
Options (exchange traded) — — — — — —
Total before deduction of netting agreements 4,659,353 4,008,693 96,270,045 11,655 50,240 2,823,666
(including cash collaterals) as of 31 December 2020

of which based on valuation-model (see Note 15) 1,600,445 1,347,449 — — — —
Total after deduction of netting agreements 497,256 348,375
(including cash collaterals) as of 31 December 2020

of which balances against central clearing institutions 490,601 164,941 — — — —

of which balances against banks or securities dealers 5,304 35,316 — — — —

of which balances against other customers 1,351 148,118 — — — —

N

Replacement value of derivative instruments includes both Trading and Hedging instruments



Hedging instruments

CHF thousand Trading instruments

Positive RV  Negative RV Contract
volume

Positive RV  Negative RV Contract
volume

Forward contracts including FRAs — — — — _ _

Swaps 173,204 132,696 14,596,357 4,014 9,696 1,323,254
Futures — — 6,432,984 — — —
Options (OTC) 58,687 157,560 18,331,634 — — —

Options (exchange traded) — — — — — _

Forward contracts 37039 16,774 2,696,188 — — —
Swaps 8,849 6,663 1,178,260 — — —
Futures — — — — — —
Options (OTC) 27302 25,810 2,293,988 — — —

Options (exchange traded) — — — _ _ _

Forward contracts — — — _ _ _

Swaps 102 296 10,447 — — —
Futures — — 91,829 — — —
Options (OTC) 3,142 2,921 51,148 — — —

Options (exchange traded) — — — _ _ _

Forward contracts — — _ _ _ _

Swaps 474,615 122,359 8,997,247 — — —
Futures — — 1,138,343 — — —
Options (OTC) 134,381 467354 8,605,688 — — —
Options (exchange traded) 1,972,436 1,493,528 33,771,210 — — —
Credit default swap 96,290 84,125 3,943,159 — — —

Total return swap — — — _ _ _

First to default swaps — — — — — —

Other credit derivatives — — — — _ _

Forward contracts — — — _ _ _

Swaps 797 1,213 179,749 — — —
Futures — — 111,746 — — —
Options (OTC) 888 6,080 76,988 —_ - —_
Options (exchange traded) — — — — — —
Total before deduction of netting agreements 2,987,732 2,517,379 102,506,865 4,014 9,696 1,323,254
(including cash collaterals) as of 31 December 2019

of which based on valuation-model (see Note 15) 1,042,015 1,133,163 — —
Total after deduction of netting agreements 566,359 195,643
(including cash collaterals) as of 31 December 2019

of which balances against central clearing institutions 552,741 55,379 — —

of which balances against banks or securities dealers 6,467 10,647 — —

of which balances against other customers 7151 129,617 — —
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24 Other financial assets and liabilities designated
at fair value through profit or loss

CHF thousand m

Debt securities (listed) 681,007 1,220,704
of which pledged as collateral 549,938 987949
of which lent as collateral in securities lending and borrowing 43,575 4,911

transactions with the right to resell or repledge

Other securities 72,936 117219
of which hybrid financial instruments 72,936 117,219
Receivables from Insurance & Wealth Planning Solutions counterparties 182,990 184,069
Total other financial assets designated at fair value through profit or loss 936,933 1,521,992
of which based on valuation-model (see Note 15) 256,468 301,288
of which repo-eligible securities 486,465 798,851
Interest rate instruments 351,897 429,662
with own debt component 351,897 429,662

without own debt component — —

Equities 4,418,303 3,629,714
with own debt component 4,396,743 3,510,068
without own debt component 21,560 19,646

Foreign currency 7332 8,793
with own debt component 7332 8,793

without own debt component — —

Commodities (incl. precious metals) 166,978 124,321
with own debt component 46,182 97166
without own debt component 120,795 27,155

Total other financial liabilities designated at fair value through profit or loss 4,944,510 4,092,490
of which based on valuation-model (see Note 15) 4,944,510 4,092,490

Bonds are used to offset exposures to similar term components of the company’s issued products,
principally the host debt component of structured products issued.

Receivables from Insurance & Wealth Planning Solutions counterparties relate to expenses incurred to
purchase economic hedges for interest rate risks on behalf of Insurance & Wealth Planning Solutions coun-
terparties prior to the inception of their specific client contracts. These expenses are reimbursed to the
company by the respective Insurance & Wealth Planning Solutions counterparty.

The maturity of financial assets designated at fair value through profit or loss range from 1 month to 15 years.

CHF thousand m

Capital protection 210,103 222,113
Yield enhancement 3,075,685 2,674,073
Participation 1,633,559 1,139,196
Leverage 25,163 57108
Total other financial liabilities designated at fair value through profit or loss™ 4,944,510 4,092,490

' Allissued structured products are booked as financial liabilities designated at fair value through profit or loss.



CHF thousand

25 Bond issued and central mortgage institution loans

Type of debt Coupon rate Year of issue Early Maturity

redemption
date

Tier 1 Contingent Subordinated 6.75% + 2015 26.08.2020 perpetual 50,000 50,000
Convertible Loan Notes - with PONV™ 6-month CHF
Tranche 1 clause LIBOR
Tier 1 Contingent Subordinated 6.75% + 2015 26.08.2020 perpetual 50,000 50,000
Convertible Loan Notes - with PONY1 6-month CHF
Tranche 4 clause LIBOR
Total outstanding 100,000 100,000
' PONV = Point of non-viability
Maturities of issued loans

CHF thousand Upto1 1-2 years 2-3 years 3-4 years 4.5 years Over

year 5 years
Tier 1 Contingent Convertible 50,000 50,000 50,000
Loan Notes - Tranche 1
Tier 1 Contingent Convertible 50,000 50,000 50,000
Loan Notes - Tranche 4
Total outstanding 100,000 100,000 100,000

26 Financial investments measured at fair value
through other comprehensive income

The company holds debt instruments within a business model whose objective is achieved by both collecting
contractual cash flows that are solely payments of principal and interest on the principal amount outstanding
and selling financial assets. The financial investments are recognised at fair value.

Bonds measured at FVOCI are presented as “financial investments measured at fair value through other
comprehensive income”. Effective interest, impairments and foreign exchange gains and losses are rec-
ognised in the income statement in the line item “result from trading activities and the fair value option”.
Other changes in fair value that are mainly attributable to changes in the benchmark interest rate or issuer
credit risk are recognised in the statement of other comprehensive income.

Since issuer credit risk is initially recognised in other comprehensive income, the expected credit loss is
accounted for in the portfolio of debt instruments measured at FVOCI. The change in the expected credit
loss is recognised in the income statement in the line item “changes in value adjustments for default
risks and losses from interest operations”, while the reverse entry is recognised in the statement of other
comprehensive income.

If a bond measured at FVOCI is disposed of, the amount recognised in the statement of other comprehen-
sive income is reclassified to the income statement. The cumulative changes in fair value are transferred
to “results from trading activities and the fair value option” and the corresponding expected credit loss
amount is credited to “changes in value adjustments for default risks and losses from interest operations”.

For information on the application of hedge accounting refer to Note 16.

The following table provides an overview of financial investments measured at FVOCI:

CHF thousand m

Government bonds 24,742 3,865
Supranational agency bonds 132,503 17,005
Corporate bonds 1,064,138 741,833
Financial institution bonds 541,913 359,599
Total debt financial instruments measured at FVOCI 1,763,296 1,122,302

of which listed 1,763,296 1,110,881

of which unlisted — 11,421
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27 Accrued income and prepaid expenses/
Accrued expenses and deferred income

The company recognises fee income from services rendered over a specific period of time on a pro rata
basis for the deemed duration of the service. This includes the initial margin earned upon the issuance of
products, as well as service and management fees related to the Insurance & Wealth Planning Solutions
business. Interest income is accrued as earned. Dividends are recognised when there is a right to receive
the payment. Accrued and deferred income are presented as a separate asset or liability in the statement of
financial position.

CHF Ihousand m

Prepaid operating expenses 4,325 4,519
Accrued interest 14,761 17.856
Other 56 328
Total accrued income and prepaid expenses 19,142 22,703
Accrued operating expenses 36,649 42,638
Deferred fee income 75,107 106,899
Accrued interest 4,848 3,826
Other 13,002 12,750
Total accrued expenses and deferred income 129,606 166,113

Prepaid operating expenses relate to sublease, staff and other operating expense items. Accrued interest
consists mainly of accrued interest from debt instruments held as an asset.

Accrued operating expenses include staff, audit fees and other operating expense items. For more details
on deferred fee income, refer to Note 8. Other accrued expenses consist of accrued capital tax, outstanding
social security expenses as well as accrued distribution fees.



28 Long-lived assets

Long-lived assets (furniture, equipment, leasehold improvements, internally developed and purchased soft-
ware, as well as IT equipment) are recognised at cost less accumulated depreciation and impairment
losses. A partial disposal of fixed assets occurred in connection with the refurbishment of certain offices.
Right-of-use assets are reported at the amount equivalent to the capitalised lease payments less accumu-
lated depreciation. Long-lived assets are reviewed periodically for impairment, with any impairment charge
being recognised in the income statement.

Certain personnel costs directly attributable to the internal development of software are capitalised as long-
lived assets. Capitalised costs include salaries and bonuses, social security contributions and pension costs.

Capitalised software acquisition costs are based on the costs of acquiring the software and the costs
incurred in bringing it into its intended state of intended. Direct costs attributable to the internal develop-
ment of software are capitalised when such items meet the definition of capitalisation. These costs relate
to the design and implementation phases for internally developed software.

Depreciation is calculated using the straight-line method. Long-lived assets are depreciated over their
useful lives, as follows:

Furniture and equipment: 5 to 10 years
Leasehold improvements: 5 to 10 years
Right-of-use assets: 2 to 15 years
Internally developed software: 3 to b years
Purchased IT software: 3 to 5 years

IT equipment: 3 to 5 years

The useful lives and residual values of long-lived assets are estimated by the management on the basis of
the anticipated period over which economic benefits will accrue to the company from the use of those
assets. Useful economic lives are reviewed annually on the basis of historical and forecast expectations
concerning future technological developments, economic and legal changes as well as further external
factors.

Impairment of non-financial assets

For all non-financial assets not measured at fair value, the company assesses at the end of each reporting
period whether there is objective evidence that a non-financial asset or a group of nonfinancial assets is
impaired. A non-financial asset or a group of non-financial assets is considered to be impaired and impair-
ment losses are incurred if there is objective evidence of impairment as a result of one or more events
that occurred after initial recognition of the asset (a loss event), and that loss event (or events) has an
impact on estimated future cash flows of the non-financial asset or group of non-financial assets that can
be reliably estimated.
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CHF thousand

Furniture / equipment

Property and equipment

Leasehold improvement

Right-of-use asset

Balance as of 1 January 2020 2,810 9,856 86,136 98,802
Additions 21 — 96 17
Disposals (347) — (271) (618)
Reclassifications — — — —
Other value adjustments/impairments — — 5 5
Translation adjustments — — (26) (26)

Balance as of 31 December 2020 2,484 9,856 85,940 98,280
Balance as of 1 January 2020 1,851 4,011 37559 43,421
Depreciation 435 1,303 6,824 8,562
Disposals (347) — — (347)
Reclassifications — — — —
Other value adjustments/impairments —_ — (143) (143)
Translation adjustments — — (5) (5)

Balance as of 31 December 2020 1,939 5,314 44,235 51,488

Net book value as of 31 December 2020 545 4,542 41,705 46,792

CHF thousand

Furniture / equipment

Property and equipment

Leasehold improvement

Right-of-use
asset

Total
31.12.2019

Balance as of 1 January 2019 2,629 9,881 85,367 97877
Additions 261 — 1,786 2,047
Disposals (80) (25) (982) (1,087)
Reclassifications — — — —
Other value adjustments/impairments — — (9) (9)
Translation adjustments — — (26) (26)
Balance as of 31 December 2019 2,810 9,856 86,136 98,802
Balance as of 1 January 2019 1,498 2,734 31,245 35,477
Depreciation 430 1,302 6,582 8,314
Disposals (80) (25) (246) (351)
Reclassifications — — — —
Other value adjustments/impairments 3 — (8) (5)
Translation adjustments — — (14) (14)
Balance as of 31 December 2019 1,851 4,01 37559 43,421
Net book value as of 31 December 2019 959 5,845 48,577 55,381

Leonteq’s IT platform consists of different components: Leonteq developed proprietary front-end tools
for product construction, product set-up and product documentation. The position and risk management
system is based on off-the-shelf software. Leonteq enhanced the software through the addition of specific
functionalities such as in-built model libraries developed by Leonteq. The back-office tools used by Leonteq

comprise standard software.



Information technology and systems

Internally developed software Purchased software IT equipment

92,616 37014 18,138 147,768 246,570
15,428 7489 2,164 25,081 25,198
— (558) (2,447) (3,005) (3,623)

— — — — 5

— — — — (26)
108,044 43,945 17,855 169,844 268,124
60,747 24,966 8,263 93,976 137397
13,224 4,534 3,286 21,044 29,606
— (558) (2,448) (3,006) (3,353)

— — — — (143)

— — — — (5)
73,971 28,942 9,101 112,014 163,502
34,073 15,003 8,754 57,830 104,622

Information technology and systems Total Total
31.12.2019 31.12.2019

Internally developed software Purchased software IT equipment

77416 31,185 12,110 120,711 218,588
15,200 6,516 6,151 27,867 29,914
— (687) (123) (810) (1,897)
— - — — ©
— — — — (26)
92,616 37,014 18,138 147,768 246,570
48,562 22,064 5,836 76,462 111,939
12,185 3,589 2,323 18,097 26,411
— (687) (123) (810) (1,161)
— — 227 227 222
— — — — (14)
60,747 24,966 8,263 93,976 137,397

31,869 12,048 9,875 53,792 109,173
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Leases

The Group's leasing activities mainly relate to office, data centre and equipment. The lease liability reflects
the present value of future lease payments, excluding any reinstatement cost provision, which is accounted
for in accordance with IAS 37 and presented as a provision (Note 33). In contrast, expected reinstatement
costs are included in the right-of-use asset. The right-of-use asset is presented in the line item “long-lived
assets” and the lease liability in “other liabilities” The right-of-use asset is amortised on a straight-line basis
over the lease term, unless it is determined to be subject to impairment according to IAS 36. Lease pay-
ments are deducted from the lease liability. The lease liability is measured at the present value of remaining
lease payments, discounted at the interest rate determined at the commencement date or at the transition
of the lease.

At the time the Group enters into new lease agreements, the Group exercises judgement regarding the
effective lease term in cases where the lease agreements include one or more early termination or exten-
sion options. Extension options (or periods after termination options) are only included if the lease is
reasonably certain to be extended or not terminated, respectively. In most cases, the extension options
are included, given that the Group currently has no intention to vacate its various office locations in the
near future. In cases where the original lease will only mature several years in the future (e.g. after more
than 5 years), the respective extension options are not yet considered given the inherent uncertainty about
office space required at that point in time. The applicability of the lease terms and termination or extension
options is reassessed in the event of a material occurrence or change in circumstances that may affect
the previous assessment, where this is within the Group'’s control. As of 31 December 2020, the effect of
revising lease terms to reflect the effect of exercising extension and termination options would result in an
increase in right-of-use assets and lease liabilities of approximately CHF 26.0 million (31 December 2019:
CHF 26.0 million).

Lease payments associated with short-term leases and leases of low-value are recognised over the lease
term as expenses in profit or loss. Short-term leases are leases with a lease term of 12 months or less.
Low-value leases comprise IT and other small items of office equipment.



The carrying amounts of right-of-use assets and lease liabilities and changes in these values, are shown in

the following table:

CHF thousand

Balance as of 1 January 48,577 54,122
Additions 96 1,786
Disposals (271) (737)
Effect of contract modifications 148 —
Amortisation (6,824) (6,582)
Currency translation adjustment (21) (12)
Balance as of 31 December 41,705 48,577
Balance as of 1 January 2020 48,261 54,055
Additions 20 1,049
Disposals — —
Effect of contract modifications 8 80
Interest expense 514 580
Payments (6,981) (7478)
Currency translation adjustment (8) (25)
Balance as of 31 December 41,814 48,261
Contractual liability (excluding short-term or low-value assets) as of 31 December 44,114 51,062
of which due within 1 year 6,586 7.079
of which due within 2 and 5 years 23,941 24,574
of which due within 6 and 10 years 13,586 19,409

of which due after 10 years

The carrying amount of right-of-use asset as of 31 December 2020 comprise of CHF 41.2 million for office
space, CHF 0.4 million for data centre and CHF 0.1 million for equipment (2019: CHF 47.4 million for office

space, CHF 1.2 million for data centre and CHF 0 for equipment).

In 2020, the amount of CHF 16 thousand (2019: CHF 75 thousand) relating to short-term and low value

leases were accounted for as other operating expenses.

Commitments arising from operational leases

CHF thousand

Due within one year

Due between two and five years

Due later than five years

Commitments for minimum payments under operational leases

Commitments arising from operational sublease rental income

CHF thousand

Due within one year 2,428 2,381
Due between two and five years 1,445 3,121
Due later than five years — —
Future rental income arising from sublet office space 3,873 5,502

In 2019 and 2020, the Group sublet office space that it does not expect to use in the coming years.
For detailed information on rental income generated through the sub-leasing of office space, refer to Note 11.
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29 Other assets and other liabilities

CHF thousand m

Withholding and other tax receivables 10,265 19,182
Other assets 114 6
Total other assets 10,379 19,188
Other tax liabilities 5,374 3,162
Pension liability 13,362 14,155
Lease liability 41,814 48,261
Other liabilities 1,136 3,061
Total other liabilities 61,686 68,639

The derivative component of structured products with Swiss underlyings, are generally hedged with
Swiss shares. Withholding taxes on dividends from such Swiss shares are included in withholding tax
receivables.

For further information on the change in net pension liability, refer to Note 31.

The reduction of lease liability by CHF 6.4 million consists of office lease payments and interest recognised
in the income statement.

Other liabilities mainly represent unpaid supplier invoices which are due for payment in 2021.



30 Offsetting financial assets and financial liabilities

The following financial assets are subject to offsetting, enforceable master netting arrangements and
similar agreements. The net amount shown reflects the net credit exposure per asset class.

CHF thousand Gross Gross Net Effect of Effect of
amounts of amounts of amount of master collateral
recognised recognised financial netting received
financial financial assets agreements
assets liabilities as reported in
offset in the IFRS balance
balance sheet sheet
Liquid assets 215,645 — 215,645 — — 215,645
Amounts due from banks 551,235 — 551,235 — (415,390) 135,845
Amounts due from securities borrowing 4,188 — 4,188 — (4,188) —
transactions
Amounts due from customers 511,779 — 511,779 (30,558) (4) 481,217
Positive replacement values of derivative 4,671,008 — 4,671,008 (3,653,181) (737,380) 380,447
instruments
Other financial assets designated at fair 936,932 — 936,932 (182,990) — 753,942
value through profit or loss
Total as of 31 December 2020 6,890,787 - 6,890,787 (3,766,729) (1,156,962) 1,967,096

CHF thousand Gross Gross Net Effect of Effect of
amounts of amounts of amount of master collateral
recognised recognised financial netting received
financial financial assets agreements
assets liabilities  as reported in
offset in the IFRS balance
balance sheet sheet
Liquid assets 130,891 — 130,891 — — 130,891
Amounts due from banks 478,031 — 478,031 — (228,505) 249,526
Amounts due from securities borrowing 48,883 — 48,883 — (48,883) —
transactions
Amounts due from customers 393,448 — 393,448 (81,701) (3,207) 308,540
Positive replacement values of derivative 2,991,746 — 2,991,746 (2,113,826) (401,752) 476,168
instruments
Other financial assets designated at fair 1,621,992 — 1,621,992 (184,069) — 1,337,923
value through profit or loss
Total as of 31 December 2019 5,564,991 - 5,564,991 (2,379,596) (682,347) 2,503,048

In addition to the above amounts, the exposure to credit risk from trading financial assets is reduced via credit
protection through structured products issued. The effect of this credit protection is a reduction in trading assets
presented in the statement of financial position of CHF 89.9 million for the year ended 31 December 2020
(2019: CHF 89.8 million).
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The following financial liabilities are subject to offsetting, enforceable master netting arrangements and
similar agreements. The net amount shown reflects the net credit exposure per asset class.

CHF thousand Gross (eI B Net Effect of Effect of Net
amounts of amounts of amount of master collateral amount
recognised recognised financial netting paid
financial financial liabilities agreements
liabilities assets as reported in
offset in the IFRS balance
balance sheet sheet
Amounts due to banks 380,636 — 380,636 — (279,988) 100,648
Liabilities from securities financing 1,146,648 — 1,146,648 — (1,137.694) 8,954
transactions
Amounts due to customers 835,342 — 835,342 (30,558) (431,189) 373,595
Negative replacement values of derivative 4,058,933 — 4,058,933 (3,617,266) (255,386) 186,281
instruments
Other financial liabilities designated at fair 4,944,510 — 4,944,510 — (960,711) 3,983,799
value through profit or loss
Total as of 31 December 2020 11,366,069 - 11,366,069 (3,647,824) (3,064,968) 4,653,277

CHF thousand Gross Gross Net Effect of Effect of Net
amounts of amounts of amount of master collateral amount
recognised recognised financial netting paid
financial financial liabilities agreements
liabilities assets  as reported in
offset in the IFRS balance
balance sheet sheet
Amounts due to banks 232,210 — 232,210 — (232,210) —
Liabilities from securities financing 259,319 — 259,319 — (252,219) 7.100
transactions
Amounts due from customers 622,190 — 622,190 (81,701) (350,125) 190,364
Negative replacement values of derivative 2,527,075 — 2,527075 (2,185,083) (275,280) 66,712
instruments
Other financial liabilities designated at fair 4,092,490 — 4,092,490 (112,812) (853,050) 3,126,628
value through profit or loss
Total as of 31 December 2019 7,733,284 - 7,733,284 (2,379,596) (1,962,884) 3,390,804

For the financial assets and financial liabilities subject to enforceable master netting arrangements or similar
agreements above, each agreement between the company and the counterparty allows for net settlement
of the relevant financial asset and financial liability when both parties elect to settle on a net basis. In the
absence of such an election, financial assets and financial liabilities are settled on a gross basis. However,
each party to the master netting arrangement or similar agreement will have the option to settle all such
amounts on a net basis in the event of a default by other party.



31 Retirement benefit obligations

The company operates a defined benefit plan and defined contribution plans. On behalf of employees
domiciled outside Switzerland, the company contributes to pension schemes that qualify as defined con-
tribution plans. The company pays fixed contributions into a separate entity and has no legal or constructive
obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees the
benefits relating to employee service in the current and prior periods. The contributions are recognised as
employee benefit expense when they fall due. Prepaid contributions are recognised as an asset to the extent
that a cash refund or a reduction in future payments is available. Contributions totalling CHF 1.5 million and
CHF 0.4 million for the years ended 31 December 2020 and 31 December 2019, respectively, related to
contribution plans, were recognised in personnel expenses.

In Switzerland, the company operates a defined benefit plan in accordance with Swiss law and provides
cover against retirement, death and disability for all staff employed in Switzerland. The pension plan is main-
tained by a collective foundation, managed by AXA Leben AG. The foundation is governed by a Board of
Trustees and is supervised by the BVG und Stiftungsaufsicht (BVS) of the Canton of Zurich. In addition, the
pension scheme includes the Leonteq Pension Committee, which has three employee and three employer
representatives.

The foundation covers all actuarial and investment risks and has elected to fully insure death and disability
insurance risks within the Swiss pension plan with a third-party insurance company. The insurance contract
is renewable on an annual basis.

In addition to the aforementioned risks, the pension plan is exposed to other risks such as asset volatility,
changes in bond yields and changes in life expectancy. These risks have a significant impact on the pension
plan: Asset volatility could increase or reduce the plan assets. Bond yields are the basis for the discount
rate. Low yields (or discount rates) and a higher life expectancy lead to a higher plan obligation. The manag-
ers of the pension plan address these risks as part of their efforts to ensure the consistency and sustain-
ability of the pension plan’s assets and liabilities based on a diversified investment strategy that is aligned
with the volatility and maturity of the pension obligation.

The company’s obligations for its Swiss pension scheme are to pay defined contributions. However, in
accordance with the Swiss “LPP/BVG" law, the pension scheme incorporates certain guarantees, such as
minimum interest accumulation at defined rates, conversion of capital at defined rates upon transfer of
vested benefits, and potential life-long pension annuities. The pension scheme has therefore been reported
as a defined benefit pension plan in accordance with IFRS.

In the case of defined benefit plans, the pension obligations and expenses are determined annually by
actuarial appraisals prepared by independent actuaries using the projected unit credit method. The present
value of the defined benefit obligation is determined by discounting estimated future cash outflows using
interest rates of high-quality corporate bonds that are denominated in the currency in which the benefits
will be paid and that have terms to maturity approximating to the terms of the related pension obligation.
The net amount recognised in the statement of financial position corresponds to the funding surplus or
funding deficit of the defined benefit pension plans, taking account of any possible restrictions on the
amount of a surplus that can be recognised as an asset (asset ceiling). The net interest based on the net
liability or net asset of the defined benefit pension plans, the current and past service costs (due to plan
amendments or plan curtailments), the administration costs (excluding asset management costs) and the
gains and losses arising from plan settlements are recorded in personnel expenses. Actuarial gains and
losses on pension liabilities as well as the return on plan assets and changes due to the asset ceiling are
recognised in the statement of other comprehensive income.

As of 31 December 2020, the characteristics of the defined benefit plan were as follows:
Employees were insured up to a salary of CHF 150 thousand (prior year: CHF 250 thousand)

The benefits of the pension scheme are funded by the employer and employee as a fixed percentage
of the insured salaries

Conversion rate = 5.0% — 6.8% (increasing with retirement age)

Total number of members: 346 (active members: 346 / pensioners: 0)

In addition, the company operates a 1e plan which covers salary and bonus from CHF 150 thousand to
CHF 400 thousand. The 1e plan is treated as a defined contribution plan.
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The below table outlines where the company’s post-employment amounts
benefit plans are included in the financial statements.

CHF thousand

related to the Swiss defined

Defined benefit obligation (DBO) 67191 58,073
Fair value of plan assets (53,829) (43,918)
Adjustment of asset ceiling — —
Net defined benefit liability/(asset) 13,362 14,155
of which recognised as separate (asset) — —
of which recognised as separate liability 13,362 14,155
-
Current service cost (employer) 5,841 4,609
Past service cost — (4,497)
Interest expenses on defined benefit obligation 60 531
Interest (income) on plan assets (47) (422)
Administration cost (excluding cost for managing plan assets) 68 76
Net expenses recognised in the income statement 5,922 297
of which service and administration cost 5,909 188
of which net interest on the net defined benefit liability/(asset) 13 109

Past service costs of CHF 4.5 million in the previous year relate to the impacts of a decrease in future con-
version rates and the mark-up on the capital outflow due to implementation of the 1e solution.

CHF thousand

Actuarial (gain)/loss on defined benefit obligation 221 8,279
(Gain)/loss on plan assets (excluding interest income) (3,507) (3,529)
Defined benefit cost/(income) recognised in OCI (3,286) 4,750




CHF lhousand m

Net defined benefit liability/(asset) as of 1 January 14,155 12,715
Defined benefit cost recognised in profit or loss 5,922 297
Defined benefit cost/(income) recognised in OCI (3,286) 4,750
Contributions by the employer (3,429) (3,607)
Net defined benefit liability/(asset) as of 31 December 13,362 14,155

In prior year, defined benefit costs recognised in profit or loss include effects from the change in conversion
rates and the introduction of the 1e plan.

CHF thousand m

Defined benefit obligation as of 1 January 58,073 54,106
Interest expense on defined benefit obligation 60 531
Current service cost employer 5,909 4,685
Contributions by plan participants 2,443 2,760
Benefits (paid)/deposited 485 (4,813)
Past service cost and plan settlement — (7475)
Actuarial (gain)/loss on defined benefit obligation 221 8,279
Defined benefit obligation as of 31 December 67,191 58,073

There were no plan settlements and plan curtailments in the year under review. Past service cost and plan
settlement in the previous year include the effects of the transfer to the 1e plan.

CHF thousand m

Actuarial (gain)/loss arising from changes in financial assumptions (372) 5,985

Actuarial (gain)/loss arising from changes in demographical assumptions — —

Actuarial (gain)/loss arising from experience adjustments 593 2,294

Actuarial (gain)/loss on defined benefit obligation 221 8,279
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CHF thousand m

Fair value of plan assets as of 1 January 43,918 41,391
Interest income on plan assets 47 422
Contributions by employer 3,429 3,607
Contributions by plan participants 2,443 2,760
Benefits (paid)/deposited 485 (4,813)
Plan settlements — (2,978)
Gain/(loss) on plan assets (excluding interest income) 3,607 3,629
Fair value of plan assets as of 31 December 53,829 43,918

In prior year, defined benefit costs recognised in profit or loss include effects from the change in conversion
rates and the introduction of the 1e plan.

CHF thousand

The significant actuarial assumptions were as follows:

Weighted average duration of defined benefit obligation in years 18.5 18.6

Discount rate 0.15% 0.10%
Salary growth rate 1.00% 1.00%
Pension growth rate 0.00% 0.00%

Demographic assumptions (e.g. probability of death, disability or termination) are based on the Swiss
BVG / LLP 2015 actuarial tables, which draw on observations of large insurance portfolios in Switzerland
over a period of several years. The discount rate is used to determine the present value of pension obliga-
tions and is based on the yields on high-quality corporate bonds in Swiss francs.



Change in DBO after DBO after
assumption increase in decrease in

assumption assumption
(CHF thousand) (CHF thousand)

Discount rate 0.25% 64,201 70,422
Salary growth rate 0.25% 67534 66,803
Life expectancy 1 year 68,374 66,177

The above sensitivity analyses are based on a change in one assumption, while all other assumptions
remain constant. In practice, this is unlikely to occur and changes in some assumptions may be correlated.
When calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions, the
same method (present value of the defined benefit obligation calculated using the projected unit credit
method at the end of the reporting period) has been applied as when calculating the pension liability rec-
ognised within the statement of financial position.

CHF thousand Quoted Unquoted Total
Cash and cash equivalents 915 — 915
Equity instruments 15,417 — 15,417
Debt instruments 20,708 2,465 23,173
Real estate — 12,526 12,526
Other 345 1,453 1,798
Total plan assets as of 31 December 2020 37,385 16,444 53,829

On 1 January 2020, the company’s pension plan was transferred to the new service provider, Axa.
The plan assets under the old pension plan amounted to CHF 43,915 thousand as of 31 December 2019 and
represent a receivable from the previous service provider, Zlrich Lebensversicherungs-Gesellschaft AG.

CHF thousand m

Contributions by employer 3,500 3,450

Contributions by plan participants 2,450 2,400
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32 Expected credit loss

In accordance with IFRS 9, the company applies the expected credit loss methodology to calculate and rec-
ognise an impairment provision for financial assets measured at amortised cost or at fair value measured
through other comprehensive income. These assets comprise the balance sheet items, “cash in hand”,
“amounts due/from banks”, “amounts due/from securities transactions”, “amounts due/from customers”

and “financial investments measured at fair value through other comprehensive income”.

Impairment of financial assets

For all debt financial assets measured at amortised cost and/or measured at fair value through other compre-
hensive income, the company applies the expected credit loss methodology:

Stage 1, performing assets: At initial recognition, the 12-month expected credit loss is recognised for
all assets.

Stage 2, under-performing assets: If credit risk has increased significantly since initial recognition,
the 12-month expected credit loss is increased to the life-time expected credit loss. In the case of
a significant decrease in credit risk, the life-time expected credit loss is reduced to a 12-month
expected credit loss and the assets are reclassified to stage 1.

Stage 3, non-performing assets: If there is objective evidence of a loss event, an additional impair
ment adjustment is recognised.

The increase or decrease in the expected credit loss is recognised in the income statement in “changes
in value adjustments for default risks and losses from interest operations” The allowance for 12-month
expected credit loss as well as life-time expected credit loss is recognised in “expected credit loss provision
or other comprehensive income” The company calculates the expected loss allowance on a portfolio-basis.

Credit risk management

Assets measured at amortised costs mainly consist of cash balances or cash collateral in connection with
the company’s business operations. The company holds cash collateral in connection with its trading activi-
ties relating to derivatives instruments and/or securities financing transactions. Assets measured at fair
value through consists of bonds.

The credit quality of the company’s counterparties is monitored continuously: The Risk Committee of the
Executive Committee approves the counterparties and allocates individual counterparty limits to them.
Risk Control monitors adherence to these limits on an ongoing basis. If signs of the deterioration of a coun-
terparty credit risk are identified, business activities are reduced accordingly.

The company’s assets usually have a short duration. Consequently, all credit exposure is of a short-term
nature or could be reduced with risk-mitigating actions such as the unwinding of trades and removal of
excess cash.

Expected credit loss calculation

The expected credit loss takes into account the exposure at default, probability of default, and loss given
default. The starting point for the expected credit loss calculation is the determination of the input factors
that are based on market observable inputs whenever possible. Exposure at default is based on exposures
to different counterparties, taking into account the time value of money and risk-mitigating measures.
The probability of default and loss given default are based on industry standard values, observable market
inputs such as credit default swaps, and the extrapolation of observable market inputs. The calculation of
the expected credit loss provision is performed at portfolio level.



Development of expected credit loss allowance

CHF lhousand m

Balance at the beginning of the period 1,116 2,950

Change in 12-month expected credit loss 1,092 (1,834)

Change in lifetime expected credit loss — —

for non-credit impaired financial assets with significantly increased credit risk — —

for credit impaired financial assets — —

for trade receivables, contract assets or lease receivables — —

Purchased or originated credit impaired assets — —

Currency translation adjustment 7 —
Balance at the end of the period 2,215 1,116
of which presented as a liability 51 269
of which presented in the other comprehensive income 2,164 847

Due to the short duration of financial assets measured at amortised cost or at fair value through other
comprehensive income, no discounting of the ECL provision is needed.

The ECL allowance in connection with financial assets measured at fair value through other comprehensive
income is recognised in the other comprehensive income (equity).
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33 Provisions

The company recognises a provision if, as a result of a past event, the company has a current liability at the
balance sheet date that will probably lead to an outflow of funds (which can include legal fees), at the level
of which can be reliably estimated. The recognition and release of provisions are recognised in the line item
“changes to provisions and other value adjustments and losses” If an outflow of funds is unlikely to occur or
the amount of the liability cannot be reliably estimated, a contingent liability is shown. A contingent liability
is also shown if, as a result of a past event, there is a possible liability at the balance sheet date whose exis-
tence depends on future developments that are not fully within the company's control. If the possibility of an
outflow of resources is remote, neither a provision nor a contingent liability is reported.

2019

CHF thousand Total
provisions

Balance at the beginning of the period 2,880 12,584 15,464 11,360
Adjustment due to first time adoption of IFRS 16 — — — 2,849
Utilisation in compliance with designated purpose — (5,179) (5,179) (1,751)
Increase in provisions recognised in the income statement 34 2,870 2,904 3,632
Release of provisions recognised in the income statement — (5,986) (5,986) (564)
Translation differences (4) (2) (6) (62)
Balance at the end of the period 2,910 4,287 7197 15,464
of which short-term provisions —_ 3,600 3,600 3,448
of which long-term provisions 2,910 687 3,697 12,016

Other provisions

From time to time, the Group is involved in legal proceedings and litigation that arise in the normal course
of business. Such proceedings and litigation are subject to many uncertainties and the outcome is often dif-
ficult to predict, particularly in the early stages of a case. The uncertainties inherent in all such matters affect
the amount and timing of any potential outflows. The Group makes provisions for legal proceedings and
litigation brought against it based on management’s assessment after seeking legal advice.

Leonteq built a provision for legal cost in the amount of CHF 0.6 million regarding a disputed trans-
action with a client and claimed the incurred losses from the counterparty in the financial year 2020.
Theclaimedamountof USD 13.4millionisrecognisedasareceivablein “Amounts due fromcustomers” as of
31 December 2020.

In connection with a value added tax (VAT) audit for the years 2007 through and including 2011, the Swiss
Federal Tax Administration (SFTA) took the view that the distribution services of foreign providers, including
those of the subsidiary Leonteq Securities (Europe) GmbH, rendered to Leonteq Securities AG, are subject
to VAT as a reverse charge (Bezugssteuer). Furthermore, the SFTA did not agree with the factor applied
by Leonteq Securities AG for input VAT recovery on intragroup services rendered. Leonteq filed an appeal
against the SFTA decision. In December 2019, the Swiss Federal Administrative Court decided in favour
of Leonteq regarding the reverse charge but in favour of the SFTA regarding the factor. In the meantime,
the decision of the Swiss Federal Administrative Court entered into force. The provision of CHF 5.1 million
related to the reverse charge was therefore released in March 2020. CHF 0.7 million of the remaining pro-
vision of CHF 2.3 million has been released through the income statement and CHF 1.6 million has been
used for the correction of the declarations regarding the factor for the input VAT.

Reinstatement cost provisions

The reinstatement cost provisions are calculated based on estimates of future anticipated costs to restore
the lease asset to the condition required according to the terms and conditions of the lease. The liability
associated with reinstatement costs is recognised and measured in accordance with IAS 37. Such provi-
sions include a high level of judgement with regard to the point in time as well as the amounts that are
expected to be incurred. While the point in time when these costs are expected to be incurred is aligned
with the estimated duration of the underlying lease contract, the amount is determined based on inputs
received from experts (e.g. architects) or derived from costs incurred when moving office locations in
the past.



34 Shareholders’ equity

Share capital

31.12.2019

Total par Number Capital

value (CHF) of shares eligible for

dividends

Share capital 15,000,000 15,000 15,000,000 15,000,000 15,000 15,000,000
of which fully paid in 15,000,000 15,000 — 15,000,000 15,000 —
Total share capital 15,000,000 15,000 15,000,000 15,000,000 15,000 15,000,000

Authorised capital — — — — — _

of which capital increase completed — — — — — _

Conditional share capital — — — — — _

of which capital increase completed — — — — — _

The company does not hold any own shares. The company’s share-based payments plans are settled with
Leonteq AG shares. For further information refer to Note 12.

Capital distribution

The Board of Directors proposes to the Annual General Meeting of Leonteq Securities AG on 31 March 2021
that no dividend be paid out of retained earnings and that there be no distribution out of reserves from capital
contributions for the financial year 2020.

No dividend out of retained earnings and no distribution from reserves form capital contributions were paid
for the financial year 2019.

35 Significant shareholders

Leonteq Securities AG is wholly owned by Leonteq AG. The significant shareholders of Leonteq AG are as

follows:

Number of Voting

shares held n %
Raiffeisen Switzerland Cooperative 5,494,996 29.02% 5,495,157 29.02%
Lukas T. Ruflin'®1® 1,546,168 8.17% 1,543,756 8.15%
Sandro Dorigo 528,533 2.79% 463,317 2.45%
Subtotal shareholders’ agreement 7,569,697 39.98% 7,502,230 39.62%
RainerMarc Frey'” 1,920,929 10.15% 2,784,000 14.70%
Credit Suisse Funds AG™® 936,167 4.94% N/A N/A
Swisscanto Fondsleitung AG™ 573,783 3.03% N/A N/A
Directors and executives?® 164,355 0.87% 178,322 0.94%
Total significant shareholders 11,164,931 58.97% 10,464,552 55.26%

' 31.12.2020: Lukas T. Ruflin is the direct shareholder; 31.12.2019: Includes all the holdings of Lukas Ruflin (founding partner), Clairmont Trust Company Limited and Thabatseka LP;
Clairmont Trust Company Limited acts as trustee of a trust that holds shares in Leonteq AG through Thabatseka LP (which, in turn, is indirectly wholly owned by
Clairmont Trust Company Limited); the trust was settled by Lukas Ruflin.

6 In addition, Lukas T. Ruflin holds 462,325 call options issued by Raiffeisen subject to the following conditions: Strike price CHF 210 (adjusted by cumulative dividends per share
and effects of corporate actions from 2015 to 2025); subscription ratio 1:1; maturity 19 October 2025; European style.

7" H21 Macro Limited, Cayman Islands, is the direct shareholder.
8 Creation of obligation to notify: 19 August 2020.

' Creation of obligation to notify: 3 June 2020.

20 Excluding shareholdings of Lukas T. Ruflin.
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36 Related-party transactions

The company entered into various transactions and agreements with related parties. Significant transactions
and agreements can be categorised as financial and platform partner agreements with Raiffeisen Switzerland

Cooperative and its affiliated companies.

CHF thousand

Amounts

due from
31.12.2019

Raiffeisen Switzerland Cooperative

Amounts

due to
31.12.2019

Income

from
2019

Expense

to
2019

Amounts due from banks 27960 19,018

Positive replacement values of
derivative instruments

107,599 65,427

Amounts due to banks — —

66,083 3,950

of which credit facility — _

Negative replacement values of — —
derivative instruments

59,2567 63,5693

Accrued expenses and deferred 136 —
income

Platform partner service fee — —
income

6,370

7,443

Other fee expenses — —

779 1,141

Interest income — —

1,165

482

Interest expenses — —

2,488 2,642

Leonteq AG

Amounts due from customers 208 55

Amounts due to customers — —

13,100 26,285

Bond issues and central mortgage — —
institution loans

100,000 100,000

Accrued expenses and deferred — —
income

2,139 2,206

Fee income — —

1,045

1

,049

Interest expenses — —

6,082 7,055

Raiffeisen Switzerland B.V. Amsterdam

Amounts due from customers 37,805 13,903

Positive replacement values of 148,127 110,609

derivative instruments

Accrued income and prepaid — 302
expenses

54 —

Amounts due to customers — —

93,860 84,360

Negative replacement values of — —
derivative instruments

108,952 74,157

Platform partner service fee — —
income

31,001

21,

777

Other fee expenses — —

Interest income — —

1,042

639

Interest expenses — —

Leonteq Securities (Europe) GmbH

Amounts due from customers 3,678 47




CHF thousand

Amounts due to customers

Amounts

due from
31.12.2019

— — 8,670

Amounts
due to
31.12.2019

2,826

Expense
to
2019

Fee expenses

Leonteq Securities (Hong Kong) Ltd.

Amounts due from customers

Amounts due to customers

384

Fee expenses

3,591

4,243

Leonteq Securities (Japan) Ltd.

Amounts due from customers

Amounts due to customers

Fee expenses

2,449

2,921

Leonteq Securities (Monaco) SAM

Amounts due from customers

Amounts due to customers

337

Fee income from other services

Fee expenses

Leonteq Securities (Singapore ) PTE Ltd.

Amounts due from customers

1,669 5 —

Amounts due to customers

— 1,399

773

Fee expenses

10,332

13,385

Leonteq (Middle East) Ltd.

Amounts due from customers

171 — —

On 6 April 2018, Leonteq entered into a cooperation agreement with Raiffeisen (“the Raiffeisen
Agreement”). Under the terms of the Raiffeisen Agreement, Leonteq and Raiffeisen agreed to cooperate
in the structuring, issuance, hedging, distribution, market making and lifecycle management of structured
products and the provision of related services. The Raiffeisen Agreement ends on 31 March 2026, unless

the parties agree to renew or amend it.

Simultaneously, the Group entered into a credit facility framework agreement with Raiffeisen (the
"Raiffeisen Facility”). The Raiffeisen Facility is valid from 1 April 2018 and ends automatically and without
notice on 31 March 2022, if not renewed for another four years by the parties. The Raiffeisen Facility has a
maximum limit of CHF 350.0 million (unsecured) with the right for Leonteq Securities to reduce the facil-
ity to CHF 300.0 million at any time at the end of a calendar quarter. As of 31 December 2020, the facility
amounts to CHF 300.0 million. Business activities with related parties are subject to standard market rates.
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Key management personnel compensation

The company's key management personnel comprises the members of the Board of Directors and the
Executive Committee. As of 31 December 2020, the Board consisted of eight members, all of whom are
non-executive directors, and the Executive Committee consisted of seven members.

Compensation awarded to the Board of Directors and the Executive Committee is determined by the com-
pany’s Nomination & Remuneration Committee and is reviewed annually. The Nomination & Remuneration
Committee provides the Board with recommendations on the remuneration of Board members and the
Executive Committee and defines the basic principles for the establishment, amendment and implemen-
tation of incentive plans. The Board reaches its decision regarding remuneration taking into account the
maximum amounts approved prospectively by the Annual General Meeting (AGM) for members of the
Board of Directors (maximum total compensation) and the members of the Executive Committee (fixed
compensation and variable compensation for the long-term incentive plan). The total amount of variable
compensation for the short-term incentive plan of members of the Executive Committee is approved by
the AGM following the financial year with retrospective vote.

Total compensation for the Board of Directors and the Executive Committee of the company (collectively
defined as key management personnel) for the year ending 31 December 2020 is listed in the tables below.

Compensation of members of the Board of Directors

CHF thousand Salaries Share-based Total
and other payments?' compensation
short-term 2019

employee

benefits
Christopher M. Chambers (Chairman since EGM 2017) 168 219 387 394
Philippe Weber (Vice-Chairman since AGM 2020) 100 60 160 N/A
Hans Isler (Vice-Chairman until AGM 2020) 14 48 62 252
Jorg Behrens (Chairman ARC since 2012) 106 95 201 202
Patrick de Figueiredo (Member since 2010) 81 75 156 157
Susana Gomez Smith (Member since AGM 2019) 110 66 176 121
Richard A. Laxer (Chairman NRC since AGM 2019) 84 127 21 191
Thomas R. Meier (Member since EGM 2017) 83 75 158 160
Dominik Schéarer (Member since EGM 2019) 77 81 158 45
Paulo Briigger (Member until 2 February 2019) — — — 13
Vince Chandler (Member until AGM 2019) — — — 54
Total 823 846 1,669 1,589

21 These share-based payment amounts reflect the fair value of the shares at time of grant.

Compensation of members of the Executive Committee

CHF Ihousand m

Short-term employee benefits 5,472 5,768
Post-employment benefits 468 424
Other long-term employee benefits 396 666
Share-based payments 1,792 1,668
Total key management personnel compensation 8,128 8,526

The company has not granted any loans or guarantee commitments to members of the Board of Directors
or members of the Executive Committee.
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37 Off-balance

CHF thousand m

Contingent liabilities 19,937 21,302

Irrevocable commitments 26 28

Contingent liabilities arise from deferred payments in relation to employee variable compensation plans.
For further information refer to Note 12.

Irrevocable commitments relate to Swiss Deposit Insurance.

38 Post-balance sheet events

No events occurred after the balance sheet date that would materially affect the financial statements.
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39 Statutory banking regulations

The company’s financial statements were prepared in accordance with the International Financial Reporting
Standards (IFRS). FINMA stipulates that banks or security dealers domiciled in Switzerland that report
their financial statements according to US GAAP or IFRS must explain any material differences between
Swiss accounting regulations for banks (Banking Ordinance, FINMA Accounting Ordinance and FINMA
Circular 2020/1) and the reporting standard used. The most significant differences between IFRS and Swiss
accounting regulations for banks that are of relevance to the company are as follows:

Extraordinary profit

Under IFRS, all items of income and expense are allocated to ordinary operating activities. In accordance
with Swiss accounting regulations for banks, income and expenses are classified as extraordinary if they
are not recurring or not related to operational activities.

Pensions and post-retirement benefits

Under IFRS, the pension liability and related pension expenses are determined based on the projected
unit credit actuarial calculation of the benefit obligation. Under the Swiss accounting regulation for banks,
the pension liability and related pension expense are determined primarily on the basis of the pension
plan valuation. A pension asset is recognised if a statutory overfunding of a pension plan leads to a future
economic benefit, and a pension liability is recognised if a statutory underfunding of a pension plan leads
to a future economic obligation. Pension expenses include the required contributions defined by the Swiss
accounting regulation for banks, any additional contribution required by the pension fund trustees, and any
change in the value of the pension asset or liability between two measurement dates, as determined on
the basis of the annual yearend pension plan valuation.

Share based payments

The Swiss accounting regulations for banks allow the same accounting treatment for share-based pay-
ments as IFRS with the following exceptions: The expenses for share-based payments are recognised in
the income statement with a corresponding entry in accrued expenses and deferred income.

Lease accounting

IFRS 16 requires the company to recognise a lease liability reflecting the present value of future lease pay-
ments and a corresponding right of use asset on the balance sheet. The right of use asset is reflected in the
“long-lived assets” and the lease liability in “other liabilities”. The right of use asset is amortised over the
period of the lease on a straight-line-basis. Lease payments are deducted from the lease liability after applying
the interest charge for the period. The Swiss accounting regulations for banks do not accept IFRS 16. Instead,
lease payments made during the period are recognised as operating expense.

Cryptocurrencies

Since cryptocurrencies do not meet the criteria to qualify as financial instrument under IFRS, the respective
balance is presented as trading inventories. Under the Swiss accounting regulations cryptocurrencies held
must be presented as trading financial assets.

Fair value through other comprehensive income

The Swiss accounting regulations for banks do not allow financial instruments to be accounted for at fair
value through other comprehensive income. Instruments held under this IFRS category are classified as
other financial instruments at fair value under the Swiss accounting regulations for banks. The full mark-to-
market effect is reflected in the income statement, instead. The corresponding adjustments to the expected
credit loss provision are also eliminated.

Expected credit loss

IFRS 9 requires entities to recognise credit losses on financial assets measured at amortised cost or at fair
value through other comprehensive income using an expected credit loss (ECL) approach. Expected credit
losses are measured through a loss allowance at an amount equal to 12-month expected credit losses or
lifetime expected credit losses if the credit risk has increased significantly since initial recognition. The Swiss
accounting regulations for banks allow to apply the IFRS 9 impairment model but the requirements regarding
the provisioning for counterparty default risks. depend on the FINMA category of the banks.



Hedge Accounting

Under IFRS, the fair value movements of hedging instruments of cash flow hedges are recognised in com-
prehensive income. Swiss accounting regulations for banks do not allow for the recognition of expenses or
income in comprehensive income. The fair value movements of hedging instruments of cash flow hedges
are recognised in the compensation account instead. The effect was CHF 0 thousand for 2020 and CHF 0
for 2019, respectively.

Refinancing costs for trading financial assets and liabilities as well as other financial
assets and liabilities designated at fair value through profit or loss

The company offsets refinancing costs for trading financial assets and liabilities as well as other financial
assets and liabilities designated at fair value through profit or loss with the “result from trading activi-
ties and the fair value option”. The net position is disclosed as “interest and discount income”. Interest
and discount income includes the net refinancing result of trading activities of CHF 4.2 million and
CHF 6.8 million in 2020 and 2019, respectively.

Deferred taxes

The Swiss accounting regulations for banks generally do not recognise deferred tax assets. Deferred tax
liabilities are recognised as provisions. Leonteq Securities AG does not recognise any for its stand-alone
financial statement in accordance with the Swiss accounting regulations for banks.

Current taxes

The Swiss accounting regulations for banks recognise current tax assets (liabilities) for income taxes under
accrued income and prepaid expenses (accrued expenses and deferred income).

Changes in own credit

Under IFRS 9, changes in fair value related to own credit risk for financial liabilities designated at fair value
through profit or loss are recognised in other comprehensive income. The changes in other comprehensive
income in own credit risk are subsequently transferred within equity to retained earnings reserves over the
same period as the sales fee income is deemed earned. Any fair value impact not related to changes in own
credit risk is recognised in the income statement.

Under Swiss accounting regulations for banks, the changes in own credit risk are recognised through the
compensation account and amortised through the income statement over the same period as the sales fee
income is deemed earned. Any fair value impact not related to changes in own credit risk is also recognised
in the income statement.

Assets under management

CHF lhousand m

Assets in collective investment schemes managed by the bank — —

Assets under discretionary asset management agreements 34,932 31,685

Other managed assets — —

Total assets under management 31,685 11,507
(including double counted) at beginning of the period

of which double-counted items — —

+/- Net new money inflow/(outflow) (1,434) 20,562
+/- effect of fair value changes, currency translation, interest 4,681 (384)
+/- other — —
Total assets under management at the end of the period 34,932 31,685

Assets are classified as “assets under management” if the company provides investment advisory or discre-
tionary portfolio management services in respect of those assets. In particular, this includes certain issued
certificates where the company offers such services. Structured products where no investment advice
or discretionary portfolio management services are provided, including rule-based investment certificates,
do not meet the company’s definition of assets under management.
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Report of the independent auditor

to the Board of Directors of Leonteq Securities AG, Zurich

Report on the audit of the financial statements

Opinion

On your instructions, we have audited the financial statements of Leonteq Securities AG (the Company), which comprise
the income statement and statement of other comprehensive income for the year ended 31 December 2020, the state-
ment of financial position as at 31 December 2020, the statement of changes in equity and statement of cash flows for
the year then ended and notes to the financial statements, including a summary of principal accounting policies.

In our opinion, the financial statements (pages 22 to 89 and the audited sections of the risk and control report on pages
2 to 21) give a true and fair view of the financial position of the Company as at 31 December 2020 and its financial per-
formance and its cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRS).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA) and Swiss Auditing Standards. Our
responsibilities under those provisions and standards are further described in the “Auditor’s responsibilities for the audit
of the financial statements” section of our report.

We are independent of the entity in accordance with the provisions of Swiss law and the requirements of the Swiss audit
profession as well as the International Code of Ethics for Professional Accountants (including International Independ-
ence Standards) of the International Ethics Standards Board for Accountants (IESBA Code) and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have ob-
tained is sufficient and appropriate to provide a basis for our opinion.

Overview Overall materiality: CHF 2.8 million

We tailored the scope of our audit in order to perform sufficient work to enable

us to provide an opinion on the financial statements as a whole, taking into ac-
Materiality count the structure of the entity, the accounting processes and controls, and
the industry in which the entity operates.

As key audit matters the following areas of focus have been identified:

Audit scope - Valuation of level 2 and level 3 financial instruments
- Recognition of fee income

- Portfolio and risk management system

Key audit
matters

Materiality

The scope of our audit was influenced by our application of materiality. Our audit opinion aims to provide reasonable
assurance that the financial statements are free from material misstatement. Misstatements may arise due to fraud or
error. They are considered material if individually or in aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

PricewaterhouseCoopers AG, Birchstrasse 160, Postfach, CH-8050 Zurich, Switzerland
Telephone: +41 58 792 44 00, Facsimile: +41 58 792 44 10, www.pwc.ch

PricewaterhouseCoopers AG is a member of the global PricewaterhouseCoopers network of firms, each of which is a separate and independent legal entity.




Based on our professional judgement, we determined certain quantitative thresholds for materiality, including the overall
materiality for the financial statements as a whole as set out in the table below. These, together with qualitative consider-
ations, helped us to determine the scope of our audit and the nature, timing and extent of our audit procedures and to
evaluate the effect of misstatements, both individually and in aggregate on the financial statements as a whole.

Overall materiality CHF 2.8 million

How we determined it 5% of the three-year average of profit before tax

Rationale for the materiality bench- We chose the three-year average of profit before tax as the benchmark be-

mark applied cause, in our view, it is the benchmark against which the performance of the
Company is most commonly measured and it is a generally accepted bench-
mark.

We agreed with the Audit & Risk Committee that we would report to them misstatements above CHF 140,000 identified
during our audit as well as any misstatements below that amount which, in our view, warranted reporting for qualitative
reasons.

Audit scope

We designed our audit by determining materiality and assessing the risks of material misstatement in the financial state-
ments. In particular, we considered where subjective judgements were made; for example, in respect of significant ac-
counting estimates that involved making assumptions and considering future events that are inherently uncertain. As in
all of our audits, we also addressed the risk of management override of internal controls, including among other matters
consideration of whether there was evidence of bias that represented a risk of material misstatement due to fraud.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the fi-
nancial statements of the current period. These matters were addressed in the context of our audit of the financial state-
ments as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Valuation of level 2 and level 3 financial instruments

Key audit matter

How our audit addressed the key audit matter

The Company exercises considerable judgement in valuing
certain assets and liabilities at fair value where valuation
models are used. These assets and liabilities are valued
using a model where significant model input parameters
can be observed directly or indirectly in the market (level 2)
or significant input parameters cannot be observed in the
market (level 3).

For the Company, these financial instruments consist of is-
sued structured products and derivative instruments.
Judgement is required in estimating the fair value of these
financial instruments when determining appropriate valua-
tion models, inputs such as the Company’s own credit risk,
implied volatility or correlations between different risk fac-
tors and valuation adjustments.

As of 31 December 2020, the Company reports total finan-
cial assets at fair value of CHF 10.8 billion of which

CHF 2.1 billion are level 2 financial instruments and finan-
cial liabilities at fair value of CHF 9.2 billion of which

CHF 6.3 billion are level 2 or level 3 financial instruments.

Our procedures included assessing the design and testing
the operating effectiveness of certain controls relating to
level 2 or level 3 financial instruments, including controls
over the:

e  approval of new instruments,

e approval and validation of models adopted,

e daily analysis of profit and loss, and

e accuracy of data feeds, inputs to models and the

Company’s independent price verification.

In testing the fair value of issued structured products and
derivatives we involved PwC valuation specialists and as-
sessed a sample of valuations by considering the model-
ling approaches, inputs and valuation adjustments.

In addition, we assessed the appropriateness of the Com-
pany’s disclosure in the financial report.
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Given the extent of judgement involved in valuing these fi-
nancial instruments, we considered this to be a key audit
matter.

See Note 15 to the financial statements on pages 47 to 53.

Based on our audit procedures, we deem management’s
approach regarding the valuation of level 2 and level 3 fi-
nancial instruments as appropriate.

Recognition of fee income

Key audit matter

How our audit addressed the key audit matter

The Company exercises considerable judgement in recog-
nising revenue from fee income for services rendered.
Fees from these services include amongst others the initial
margin earned upon the issuance of structured investment
products (Investment Solutions business) as well as the
service, management and hedge fees earned in connection
with the issuance of unit-linked life insurance policies (In-
surance & Wealth Planning Solutions business).

Judgement is required in recognising fee income in relation
to the issuance of these financial instruments when deter-
mining the performance obligations, allocating the transac-
tion price to performance obligations and estimating the ful-
filment of these performance obligations at a point in time
or over time.

For the year 2020 the Company reports net fee income
from Investment Solutions of CHF 261 million and net fee
income from Insurance & Wealth Planning Solutions of
CHF 22 million. Given the extent of judgement involved in
recognising fee income for such services, we considered
this to be a key audit matter.

See Note 8 to the financial statements on pages 37 to 38.

Our procedures included assessing the design and testing
the operating effectiveness of certain controls relating to
the complete and accurate recognition of fee income, in-
cluding the accuracy of data and inputs for fee calculations.

For issued structured products and unit-linked life insur-
ance policies we reconciled the amounts of fee income ac-
cording to the Company’s front office system with the
amounts according to the accounting system. We further
tested the assumptions related to the accounting estimates
in connection with the fee deferral and re-performed on a
sample basis the deferred revenue calculation. Further, we
reconciled on a sample basis the fee income received with
the cash receipts.

In addition, we assessed the appropriateness of the Com-
pany’s disclosure in the financial report.

Based on our audit procedures, we deem management’s
approach regarding the recognition of fee income as ap-
propriate.

Portfolio and risk management system

Key audit matter

How our audit addressed the key audit matter

We focussed on this area because the Company’s financial
accounting and reporting system is highly dependent on
the portfolio and risk management system and there is a
risk that the IT system architecture, the interface controls
and business continuity measures used are not designed
and operating effectively.

Our procedures included assessing the design and testing
the operating effectiveness of certain controls relating to
the Company’s IT portfolio and risk management system
as well as testing the interfaces to the financial accounting
and reporting systems. We tested the design and operating
effectiveness of the controls and processes in place by per-
forming inquiries with management and users, considering
the Company’s IT strategy and its implementation status
and inspecting control documentation. We further tested
logical and physical access restrictions and controls in
place related to program changes and computer opera-
tions.

Based on our audit procedures, we deem management’s
approach regarding the design and implementation of the
portfolio and risk management system as appropriate.




Other information in the annual report

The Board of Directors is responsible for the other information in the annual report. The other information comprises all
information included in the annual report but does not include the financial statements and statutory financial statements
as of 31 December 2020 and our auditor’s reports thereon.

Our opinion on the financial statements does not cover the other information in the annual report and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information in the annual
report and, in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have per-
formed, we conclude that there is a material misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.

Responsibilities of the Board of Directors for the financial statements

The Board of Directors is responsible for the preparation of the financial statements that give a true and fair view in ac-
cordance with IFRS and the provisions of Swiss law, and for such internal control as the Board of Directors determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, the Board of Directors is responsible for assessing the Company’s ability to con-
tinue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the Board of Directors either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from ma-
terial misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance but, is not a guarantee that an audit conducted in accordance with ISA’s and
Swiss Auditing Standards will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the website of EXPERT-
suisse: http://expertsuisse.ch/en/audit-report-for-public-companies. This description forms part of our auditor’s report.

PricewaterhouseCoopers AG

e

Andrin Bernet Dominik Tongi
Audit expert Audit expert
Auditor in charge

Zurich, 10 February 2021
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Leonteq Securities AG

Income statement in accordance with ARB for the years ended 31 December 2020 and 2019

CHF thousands

Interest and discount income 13,104 16,441
Interest expenses (18,101) (25,892)
Gross result from interest operations (4,997) (9,451)
Changes in value adjustments for default risks and losses from interest operations (1,092) 1,833
Net result from interest operations (6,089) (7,618)
Fee income from securities trading and investment activities 341,624 270,792
Fee income from other services 1,060 1,063
Fee expenses (60,050) (56,647)
Net fee income 282,634 215,208
Result from trading activities and the fair value option (112,246) (14,681)
Other ordinary income 3,921 2,838
Result from other ordinary activities 3,921 2,838
Personnel expenses (83,485) (83,295)
Other operating expenses (44,508) (40,373)
Operating expenses (127,993) (123,668)
Depreciation of long-lived assets (22,781) (20,059)
Changes to provisions and other value adjustments, and losses 3,115 (3,131)
Result from operating activities 20,561 48,889
Extraordinary income 5 230
Taxes 381 (709)
Net profit 20,947 48,410

Interest and discount income includes the net refinancing result of the trading activities of CHF 4.2 million
as of 31 December 2020 and CHF 6.8 million as of 31 December 2019.

Appropriation of retained earnings

CHF thousands

Net profit 20,947 48,410
Profit carried forward from prior years 221,579 173,169
Accumulated profit carried forward 242,526 221,579
Allocation to the statutory retained earnings reserves — —
Dividend — —
Accumulated profit to be carried forward 242,526 221,579




Leonteq Securities AG

Balance sheet in accordance with ARB as of 31 December 2020 and 2019

CHF thousands m

Liquid assets 215,645 130,891
Amounts due from banks 551,235 478,031
Amounts due from securities financing transactions 4,188 48,883
Amounts due from customers 511,779 393,448
Trading financial assets 3,411,093 2,181,701
Trading inventories 155,217 —
Positive replacement values of derivative financial instruments 4,671,008 2,991,746
Other financial assets designated at fair value through profit or loss 2,700,228 2,644,294
Accrued income and prepaid expenses 19,723 23,276
Long-lived assets 62,917 60,597
Other assets 45,860 19,190
Total assets 12,348,893 8,972,057
Total subordinated claims 46,271 11,612

of which subject to mandatory conversion and/or debt waiver — —

Amounts due to banks 380,636 232,210
Liabilities from securities financing transactions 1,146,648 259,319
Amounts due to customers 835,342 622,190
Trading financial liabilities 200,544 433,907
Negative replacement values of derivative financial instruments 4,058,933 2,527075
Other financial liabilities designated at fair value through profit or loss 4,944,510 4,092,490
Bond issued and central mortgage institution loan 100,000 100,000
Accrued expenses and deferred income 140,722 177340
Other liabilities 6,511 6,223
Expected credit loss provision 2,210 1,114
Provisions 4,285 12,5684
Total liabilities 11,820,341 8,464,452
Share capital 15,000 15,000
Statutory capital reserve 270,307 270,307

of which tax exempt capital contribution reserve 163,625 163,625
Statutory retained earnings reserve 719 719
Profit carried forward 221,579 173,169
Net profit 20,947 48,410
Total shareholders’ equity 528,552 507,605
Total liabilities and shareholders' equity 12,348,893 8,972,057
Total subordinated liabilities 101,931 127,706

of which subject to mandatory conversion and/or debt waiver 100,000 100,000

Off-balance in accordance with ARB

Please refer to Note 37.
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Leonteq Securities AG

Statement of changes in equity for the years ended 31 December 2020 and 2019

CHF thousands Share Statutory Statutory Profit/(-loss) Net profit/
capital capital retained carried forward (-loss)
reserve’ earnings
reserve
Balance as of 31 December 2018 15,000 270,307 719 108,226 64,943 459,195
Reallocation of retained earnings — — — 64,943 (64,943) —

Employee participation schemes — — — — — _

Capital increase/(decrease) — — — — — —

Acquisition and disposal of own shares —_ — — — — _

Dividends and other distributions — — — — — _

Other allocations to/(transfers from) — — — _ _ _
the other reserves

Net profit — — — — 48,410 48,410
Balance as of 31 December 2019 15,000 270,307 719 173,169 48,410 507,605

" CHF 263,525 thousand relate to tax exempt capital contribution reserve of which CHF 151,950 thousand have been confirmed by the Swiss Federal Tax Administration (ESTV)
on 4 May 2018. The proceeds from the 2018 capital increase have been reported to the tax authorities. Leonteq Securities AG is awaiting formal confirmation.

CHF thousands BLET Statutory Statutory Profit/(-loss) Net profit/
capital capital retained carried forward (-loss)
reserve? earnings
reserve
Balance as of 31 December 2019 15,000 270,307 719 173,169 48,410 507,605
Reallocation of retained earnings — — — 48,410 (48,410) —

Employee participation schemes —_ — — _ _ _

Capital increase/(decrease) — — — — — —

Acquisition and disposal of own shares — — — — — _

Dividends and other distributions — — — — — _

Other allocations to/(transfers from) — — — — _ _
the other reserves

Net profit — — — — 20,947 20,947
Balance as of 31 December 2020 15,000 270,307 719 221,579 20,947 528,552

2 CHF 263,525 thousand relate to tax exempt capital contribution reserve of which CHF 151,950 thousand have been confirmed by the Swiss Federal Tax Administration (ESTV)
on 4 May 2018. The proceeds from the 2018 capital increase have been reported to the tax authorities. Leonteq Securities AG is awaiting formal confirmation.



Swiss accounting

regulations

BankO Annex 1 A

Concordance table regarding disclosure requirements

The following concordance table provides a reconciliation of the disclosure requirements under the Swiss
accounting regulations for banks (Banking Ordinance (BO), FINMA Accounting Ordinance (RelV-FINMA)
and FINMA Circular 2020/1) and the disclosures in the single entity financial statements of Leonteq Securi-
ties AG. The company is a fully owned subsidiary of the listed company Leonteq AG, which publishes con-
solidated financial statements in accordance with IFRS. Therefore, Leonteq Securities AG can apply the
consolidation relief to selected disclosure requirements. In accordance with the Banking Ordinance Article
36, Leonteq Securities AG is not required to publish a management report.

Disclosure requirement

Balance sheet

Disclosure in single financial statements of Leonteq Securities AG

Note 39: Statement of financial position for the year ended 31 December 2020
and 2019

BankO Annex 1 B Income statement Note 39: Income statement for the year ended 31 December 2020 and 2019
RelV-FINMA Appropriation of profit/coverage of losses/ Note 39: Proposed appropriation of retained earnings as well as proposed
other distributions distribution from reserves from capital contribution
BankO Annex 1 C  Cash flow statement In accordance with BankO art. 36, Leonteq Securities AG does not need to
disclose a cash flow statement.
BankO Annex 1 D Statement of change in equity Note 39: Statement of changes in equity from the years ended
31 December 2020 and 2019
BankO Annex 1 E Business name and its legal form and domicile Note 1: General information
let. a
BankO Annex 1 E Accounting and valuation policies Note 4: Critical accounting estimates and judgements in applying accounting
let. b policies;
Note 5: Changes to critical accounting estimates and changes to presentation;
Note 3: Principal accounting policies;
Note 39: Statutory banking regulations (differences between IFRS and ARB)
BankO Annex 1 E Risk Management Risk and Control (pages 3 to 21)
let. ¢
BankO Annex 1 E Explanation of the methods used for identifying default Note 39: Statutory banking regulations — Expected credit loss
let. d risks and determining the need for value adjustments Note 23: Expected credit loss
BankO Annex 1 E Explanations of the valuation of collateral, in particular Leonteq Securities does not have credit business.
let. e key criteria for the calculation of the current market
value and the lending value
BankO Annex 1 E Explanations of the bank's business policy regarding Note 16: Hedge accounting
let. f the use of derivative financial instruments, including Note 23: Replacement values of derivative instruments
explanations relating to the use of hedge accounting Note 39: Statutory banking regulations
BankO Annex 1 E Material events after balance sheet date Note 38: Post-balance sheet events
let. g
BankO Annex 1 E Information on the balance sheet Notes to the (consolidated) financial statements
let. i
BankO Annex 1 E Breakdown of securities financing transactions Note 20: Securities financing transactions (assets and liabilities)
let. i cypher 1 (assets and liabilities)
BankO Annex 1 E Presentation of collateral for loans/receivables and Note 39: Collateralised loans/receivables and off-balance-sheet transactions
let. i cypher 2 off-balance-sheet transactions and impaired loans/ and impaired loans/receivables
receivables
BankO Annex 1 E Breakdown of trading portfolios and other financial Note 21: Trading financial assets and liabilities
let. i cypher 3 instruments at fair value (assets and liabilities) Note 22: Trading inventories
Note 24: Other financial assets and liabilities designated at fair value
through profit or loss
BankO Annex 1 E Presentation of derivative financial instruments Note 23: Replacement values of derivative instruments
let. i cypher 4 (assets and liabilities)
BankO Annex 1 E Breakdown of financial investments Leonteq Securities AG does not have any financial investments
let. i cypher 5
BankO Annex 1 E Presentation of participations In accordance with margin number 328, Leonteq Securities AG does not
let. i cypher 6 need to disclose the participations
BankO Annex 1 E Disclosure of companies in which the banks holds a In accordance with margin number 329, Leonteq Securities AG does not
let. i cypher 7 permanent direct or indirect significant participation need to disclose the permanent direct or indirect significant participations
BankO Annex 1 E Presentation of long-lived assets Note 28: Long-lived assets

let. i cypher 8
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Margin number
of FINMA
Circ. 15/1

BankO Annex 1 E
let. i cypher 9

Disclosure requirement

Presentation of intangible assets

Disclosure in single financial statements of Leonteq Securities AG

Leonteq Securities does not have any intangible assets

BankO Annex 1 E
let. i cypher 10

Breakdown of other assets and other liabilities

Note 29: Other assets and liabilities

BankO Annex 1 E
let. i cypher 11

Disclosure of assets pledged or assigned to secure
own commitments and of assets under reservation
of ownership

Leonteq Securities AG does not have any assets pledged or assigned to
secure own commitments and of assets under reservation of ownership

BankO Annex 1 E
let. i cypher 12

Disclosure of liabilities relating to own pension
schemes and number and nature of equity instruments
of the bank held by own pension schemes

Note 39: Statutory banking regulations — Pension and post-retirement
benefits

BankO Annex 1 E
let. i cypher 13

Disclosure of the economic position of own pension
schemes

Note 39: Information on Economic Benefit/Liability and the pension
expenses

BankO Annex 1 E
let. i cypher 14

Presentation of issued structure products

Note 24: Other financial assets and liabilities designated at fair value
through profit or loss

BankO Annex 1 E
let. i cypher 15

Presentation of bonds outstanding and mandatory
convertible bonds

Note 25: Bond issued and central mortgage institution loans

BankO Annex 1 E
let. i cypher 16

Presentation of value adjustments and provisions,
reserves for general banking risks and changes
therein during the current year

Note 33: Provisions

BankO Annex 1 E
let. i cypher 17

Presentation of the bank’s capital

Note 34: Shareholder's equity

BankO Annex 1 E
let. i cypher 18

Number and value of equity securities or options on
equity securities held by all executives and directors
and by employees and disclosure of any employee
participation schemes

Note 12: Personnel expenses

BankO Annex 1 E
let. i cypher 19

Disclosures of amounts due from / to related parties

Note 36: Related-party transactions

BankO Annex 1 E
let. i cypher 20

Disclosure of holders of significant participations

Note 35: Significant shareholders

BankO Annex 1 E
let. i cypher 21

Disclosure of own shares and composition
of equity capital

Note 34: Shareholder's equity

BankO Annex 1 E
let. i cypher 22

Disclosures in accordance with the Ordinance against
Excessive Compensation with respect to Listed Stock
Corporations and Article 663c para. 3 CO for banks
whose equity securities are listed

The equity securities of Leonteq Securities AG are not listed

BankO Annex 1 E
let. i cypher 23

Presentation of the maturity structure of financial
instruments

In accordance with margin number 333, Leonteq Securities AG does
not need to disclose the maturity structure of financial instruments

BankO Annex 1 E
let. i cypher 24

Presentation of assets and liabilities by domestic and
foreign origin in accordance with the domicile principle

In accordance with margin number 334, Leonteq Securities AG does not
need to disclose the presentation of assets and liabilities by domestic and
foreign origin in accordance with the domicile principle maturity structure
of financial instruments

BankO Annex 1 E
let. i cypher 25

Breakdown of total assets by country or group of
countries (domicile principle)

In accordance with margin number 335, Leonteq Securities AG does not
need to disclose the breakdown of total assets by country or group of
countries (domicile principle)

BankO Annex 1 E
let. i cypher 26

Breakdown of total assets by credit rating of country
groups (risk domicile view)

Note 39: Statutory banking regulations — Breakdown of total assets
by credit rating of country groups

BankO Annex 1 E
let. i cypher 27

Breakdown of assets and liabilities broken down
by the most significant currencies for the bank
or financial group

In accordance with margin number 336, Leonteq Securities AG does not
need to disclose the breakdown of assets and liabilities broken down by
the most significant currencies for the bank or financial group

BankO Annex 1 E
let. j cypher 28

Off-balance-sheet transactions

Note 37: Off-balance

BankO Annex 1 E
let. j cypher 29

Commitments

Note 37: Off-balance

BankO Annex 1 E
let. j cypher 30

Fiduciary transactions

Leonteq Securities does not perform any fiduciary transactions.

BankO Annex 1 E
let. j cypher 31

Assets under management

Note 39: Statutory banking regulations — assets under management




Margin number
of FINMA
Circ. 15/1

Disclosure requirement

Disclosure in single financial statements of Leonteq Securities AG

BankO Annex 1 E
let. k cypher 32

Breakdown of the result from trading activities
and the fair value option

Note 9: Results from trading activities and the fair value option

BankO Annex 1 E
let. k cypher 33

Disclosure of material refinancing income

Note 39: Statutory banking regulations — Refinancing costs for trading
financial assets and liabilities as well as other financial assets and liabilities
designated at fair value through profit or loss

BankO Annex 1 E
let. k cypher 34

Breakdown of personnel expenses

Note 12: Personnel expenses

BankO Annex 1 E
let. k cypher 35

Breakdown of general and administrative expenses

Note 13: Other operating expenses

BankO Annex 1 E
let. k cypher 36

Explanations regarding material losses, extraordinary
income and expenses as well as material releases

of hidden reserves, reserves for general banking
risks and value adjustments and provisions no longer
required

Note 39: Statutory banking regulations — Extraordinary profit

BankO Annex 1 E
let. k cypher 37

Disclosure of and reasons for revaluation of
participations and long-lived assets up to acquisition
cost at maximum

Leonteq Securities AG does not have any participation and long-lived assets
with hidden reserves

BankO Annex 1 E
let. k cypher 38

Presentation of the operating result broken down
according to domestic and foreign origin, according
to the principle of permanent establishment

In accordance with margin number 339, Leonteq Securities AG does

not need to disclose the presentation of the operating result broken down
according to domestic and foreign origin, according to the principle of
permanent establishment

BankO Annex 1 E
let. k cypher 39

Presentation of current and deferred taxes and
disclosure of tax rate

Note 14: Taxes

BankO Annex 1 E
let. k cypher 40

Disclosures and explanations of the earning per
equity securities

The equity securities of Leonteq Securities AG are not listed
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Collateralised loans receivables and off-balance sheet transactions and impaired loans/

receivables

CHF thousands

Secured by
mortgage

Type of collateral

Other
collateral

Unsecured

Amounts due from customers — 30,562 481,217 511,779
Other financial assets designated at fair value through profit and loss — 182,990 2,517238 2,700,228
Mortgage loans
Residential property — — — —
Office and business premises — — — —
Commercial and industrial premises — — — —
Other — — — —
Balance as of 31 December 2020 — 213,552 2,998,455 3,212,007
Balance as of 31 December 2019 - 268,977 2,768,765 3,037,742
Balance as of 31 December 2020 - 213,552 2,998,455 3,212,007
Balance as of 31 December 2019 - 268,977 2,768,765 3,037,742
Contingent liabilities — — 19,937 19,937
Irrevocable commitments — — 26 26
Obligations to pay up shares and make further contributions — — — —
Credit commitments — — — —
Total off-balance-sheet as of 31 December 2020 - - 19,963 19,963
Total off-balance-sheet as of 31 December 2019 - - 21,330 21,330

CHF thousands Gross debt
amount

Estimated
liquidation

value of
collateral

Net debt
amount

Net debt
amount

Balance as of 31 December 2020 -

Balance as of 31 December 2019 -
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Information on economic benefit/liability and the pension expenses

CHF thousands

31.12.2019
Pension costs

31.12.2019 Change versus Contributions
Economic previous year accrued for the

included in
Personnel
Expenses

benefit or period
liability

Patronage funds and —_ — — — _ _ _
pension plans

Pension plans without — — — — — — _
a surplus/shortfall

Pension plans with 4,938 — — — 3,429 3,429 3,607
a surplus

Pension plans with — — — — _ _ _
a shortfall

Pension schemes — — —_ — — — —
without their own assets

Total 4,938 - - = 3,429 3,429 3,607

Pension fund Leonteq Securities AG

Coverage ratio excluding employer's contribution reserve 110.10% 104.30%

Coverage ratio including employer's contribution reserve 110.10% 104.30%

Ownership of shares and options by members of the Board
of Directors and Executive Committee

The below table shows the number of shares held by the individual members of the Board of Directors and
members of the Executive Committee as of 31 December 2020 and 31 December 2019, respectively.
Members of the Board of Directors and members of the Executive Committee did not hold any options to
acquire shares as of 31 December 2020 and as of 31 December 2019, respectively. RSUs issued to mem-
bers of the Executive Committee convert into shares upon vesting.

Board of Directors m

Christopher M. Chambers 29,313 25,019
Philippe Weber? 1,886 NA
Hans Isler NA 21,172
Jorg Behrens 16,303 14,361
Patrick de Figueiredo 12,399 10,866
Susana Gomez Smith 3,006 1,616
Richard A. Laxer 8,027 5,502
Thomas R. Meier 5,689 4,156
Dominik Scharer 3,105 1,572
Number of shares 79,728 84,264
Whereof locked shares 46,717 50,295
Market value of shares 2,794,466 2,767,230

2 Philippe Weber was elected to the Board of Directors at the Annual General Meeting on 31 March 2020.

4 Hans Isler did not stand for re-election at the Annual General Meeting on 31 March 2020.
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Executive Committee

Restricted Performance

Share Units® Share Units®

Lukas T. Ruflin%&® 1,546,168 6,939 63,995 1,543,756 9,351 26,188
Marco Amato 46,000 12,5652 32,378 30,432 18,120 11,490
Jochen Kihn 18,612 6,042 27198 29,038 25,090 11,130
Manish Patnaik 6,997 4,811 24,712 5,122 6,686 8,380
Reto Quadroni 8,379 2,856 14,398 5,488 4,087 5,892
David Schmid™ N/A N/A N/A 22,870 17,813 21,147
Markus Schmid" 2,396 — — N/A N/A N/A
Ingrid Silveri 2,243 2,759 14,398 1,108 3,894 5,892
Number of shares 1,630,795 35,959 177,079 1,637,814 85,041 90,119

and share units

Market value of shares 57,159,365 1,260,363 6,206,619 53,785,812 2,792,746 2,959,508
and share units

5 Balance of unvested restricted stock units granted for prior year variable compensation or contractually agreed with vesting periods 2018 - 2022. Balances as at
31 December 2019 were adjusted to reflect the inclusion of an additional 53'852 RSUs which were granted in March 2019 arising from the performance year 2018.

5 Balance of unvested performance share units at maximum opportunity level granted variable compensation with performance periods 2019 - 2022.

7 31.12.2019: To increase comparability, this includes 1,531,376 shares held by Thabatseka LR which is indirectly wholly owned by Clairmont Trust Company Limited;
Clairmont Trust Company Limited acts as trustee of a trust which held shares in Leonteq AG through Thabatseka LP; the trust was settled by Lukas Ruflin.

& 31.12.2020: Excluding 462,325 call options held by Lukas Ruflin; call options are subject to the following conditions: original strike price CHF 210
(adjusted for cumulative dividends per share and the effects of corporate actions from 2015 to 2025); subscription ratio 1:1; maturity 19 October 2025;
European style. These call options are written by Raiffeisen.

¢ 31.12.2019: Excluding 462,325 call options held by Thabatseka LP; call options are subject to the following conditions: original strike price CHF 210

(adjusted for cumulative dividends per share and the effects of corporate actions from 2015 to 2025); subscription ratio 1:1; maturity 19 October 2025;
European style. These call options are written by Raiffeisen.

3

David Schmid left the Executive Committee on 11 November 2020. He is succeeded by Alessandro Ricci, who was appointed as of 1 January 2021.
Markus Schmid joined the Executive Committee on 1 October 2020.

The company has not granted any loans or guarantee commitments to members of the Board of Directors
or members of the Executive Committee.

Total assets by credit rating of country groups

Risk domicile view

Moody's rating categories Net foreign 2019

exposure in Shares as %

CHF thousands

Aaa - Aa3 8,253,213 96% 5,415,029 96%
A1-A3 5,241 0% 730 0%
Baal - Baa3 179,269 2% 133,584 2%
Bal - Ba2 89,083 1% 39,914 1%
Ba3 20,974 0% 18,944 0%
B1-B3 75,137 1% 55,600 1%
Caal-C 3,259 0% 4,415 0%
unrated 8,261 0% 11,760 0%

Total assets 8,634,439 100% 5,679,976 100%




Capital management

he Swiss Financial Institutions Act (FinlA) and the Financial Institutions Ordinance (FinlO) entered into force
on 1 January 2020. FinlA regulates the licensing requirements and further organisational rules for certain
financial institutions, including securities dealers such as Leonteq, which are now designated as securities
firms. The new regime distinguishes between account-holding and non-account-holding securities firms for
the application of capital requirements. Securities firms that do not hold accounts for clients are no longer
subject to the Capital Adequacy Ordinance but must permanently hold capital of at least one quarter of the
fixed costs of the last annual financial statement, up to a maximum of CHF 20 million. Leonteq does not
hold client accounts and is thus no longer subject to the requirements of the Capital Adequacy Ordinance.
Under the new regulatory framework for securities firms, Leonteq significantly exceeded its regulatory
capital requirement of CHF 20 million as of 31 December 2020.

Leonteq engages in a robust capital planning process based on a defined set of stress scenarios in order to
ensure that shareholders’ equity is sufficient to cover potential losses in the event of severe adverse market
shocks or other events. The Group's defined stress scenarios include the simulated combined effect of a
variety of market and business events, including potential losses related to equity market shocks, interest
rate changes, foreign exchange rate movements, credit losses and operational losses, as well as adverse
changes to the business environment. These potential losses are then compared to the Group’s shareholders'
equity in order to ensure that a significant buffer is maintained in each defined scenario.
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Report of the statutory auditor

to the General Meeting of Leonteq Securities AG, Zurich

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Leonteq Securities AG (the Company), which comprise the income state-
ment for the year ended 31 December 2020, the balance sheet as at 31 December 2020, the statement of changes in
equity for the year then ended and notes (pages 94 to 105), including a summary of principal accounting policies.

In our opinion, the financial statements as at 31 December 2020 give a true and fair view of the financial position and the
results of operations in accordance with accounting rules for banks and comply with Swiss law and the articles of incor-
poration.

Basis for opinion

We conducted our audit in accordance with Swiss law and Swiss Auditing Standards. Our responsibilities under those
provisions and standards are further described in the “Auditor’s responsibilities for the audit of the financial statements”
section of our report.

We are independent of the entity in accordance with the provisions of Swiss law and the requirements of the Swiss audit
profession and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Overview Overall materiality: CHF 2.6 million

We tailored the scope of our audit in order to perform sufficient work to enable

us to provide an opinion on the financial statements as a whole, taking into ac-
Materiality count the structure of the entity, the accounting processes and controls, and
the industry in which the entity operates.

As key audit matters the following areas of focus have been identified:

Audit scope - Valuation of level 2 and level 3 financial instruments
- Recognition of fee income

- Portfolio and risk management system

Key audit
matters

Materiality

The scope of our audit was influenced by our application of materiality. Our audit opinion aims to provide reasonable
assurance that the financial statements are free from material misstatement. Misstatements may arise due to fraud or
error. They are considered material if individually or in aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

PricewaterhouseCoopers AG, Birchstrasse 160, Postfach, CH-8050 Zurich, Switzerland
Telephone: +41 58 792 44 00, Facsimile: +41 58 792 44 10, www.pwc.ch

PricewaterhouseCoopers AG is a member of the global PricewaterhouseCoopers network of firms, each of which is a separate and independent legal entity.




Based on our professional judgement, we determined certain quantitative thresholds for materiality, including the overall
materiality for the financial statements as a whole as set out in the table below. These, together with qualitative consider-
ations, helped us to determine the scope of our audit and the nature, timing and extent of our audit procedures and to
evaluate the effect of misstatements, both individually and in aggregate on the financial statements as a whole.

Overall materiality CHF 2.6 million

How we determined it 5% of the three-year average of profit before tax

Rationale for the materiality bench- We chose the three-year average of profit before tax as the benchmark be-

mark applied cause, in our view, it is the benchmark against which the performance of the
Company is most commonly measured, and it is a generally accepted bench-
mark.

We agreed with the Audit & Risk Committee that we would report to them misstatements above CHF 130,000 identified
during our audit as well as any misstatements below that amount which, in our view, warranted reporting for qualitative
reasons.

Audit scope

We designed our audit by determining materiality and assessing the risks of material misstatement in the financial state-
ments. In particular, we considered where subjective judgements were made; for example, in respect of significant ac-
counting estimates that involved making assumptions and considering future events that are inherently uncertain. As in
all of our audits, we also addressed the risk of management override of internal controls, including among other matters
consideration of whether there was evidence of bias that represented a risk of material misstatement due to fraud.

Report on key audit matters based on the circular 1/2015 of the Federal Audit Oversight Authority

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the fi-
nancial statements of the current period. These matters were addressed in the context of our audit of the financial state-
ments as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Valuation of level 2 and level 3 financial instruments

Key audit matter

How our audit addressed the key audit matter

The Company exercises considerable judgement in valuing
certain assets and liabilities at fair value where valuation
models are used. These assets and liabilities are valued
using a model where significant model input parameters
can be observed directly or indirectly in the market (level 2)
or significant input parameters cannot be observed in the
market (level 3).

For the Company, these financial instruments consist of is-
sued structured products and derivative instruments.
Judgement is required in estimating the fair value of these
financial instruments when determining appropriate valua-
tion models, inputs such as the Company’s own credit risk,
implied volatility or correlations between different risk fac-
tors and valuation adjustments.

As of 31 December 2020, the Company reports total finan-
cial assets at fair value of CHF 10.8 billion of which

CHF 2.1 billion are level 2 financial instruments and finan-
cial liabilities at fair value of CHF 9.2 billion of which

CHF 6.3 billion are level 2 or level 3 financial instruments.

Our procedures included assessing the design and testing
the operating effectiveness of certain controls relating to
level 2 or level 3 financial instruments, including controls
over the:

e  approval of new instruments,

e approval and validation of models adopted,

e daily analysis of profit and loss, and

e accuracy of data feeds, inputs to models and the

Company’s independent price verification.

In testing the fair value of issued structured products and
derivatives we involved PwC valuation specialists and as-
sessed a sample of valuations by considering the model-
ling approaches, inputs and valuation adjustments.

In addition, we assessed the appropriateness of the Com-
pany’s disclosure in the financial report.
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Given the extent of judgement involved in valuing these fi-
nancial instruments, we considered this to be a key audit
matter.

See Note 15 to the financial statements on pages 47 to 53.

Based on our audit procedures, we deem management’s
approach regarding the valuation of level 2 and level 3 fi-
nancial instruments as appropriate.

Recognition of fee income

Key audit matter

How our audit addressed the key audit matter

The Company exercises considerable judgement in recog-
nising revenue from fee income for services rendered.
Fees from these services include amongst others the initial
margin earned upon the issuance of structured investment
products (Investment Solutions business) as well as the
service, management and hedge fees earned in connection
with the issuance of unit-linked life insurance policies (In-
surance & Wealth Planning Solutions business).

Judgement is required in recognising fee income in relation
to the issuance of these financial instruments when deter-
mining the performance obligations, allocating the transac-
tion price to performance obligations and estimating the ful-
filment of these performance obligations at a point in time
or over time.

For the year 2020 the Company reports net fee income
from Investment Solutions of CHF 261 million and net fee
income from Insurance & Wealth Planning Solutions of
CHF 22 million. Given the extent of judgement involved in
recognising fee income for such services, we considered
this to be a key audit matter.

See Note 8 to the financial statements on pages 37 to 38.

Our procedures included assessing the design and testing
the operating effectiveness of certain controls relating to
the complete and accurate recognition of fee income, in-
cluding the accuracy of data and inputs for fee calculations.

For issued structured products and unit-linked life insur-
ance policies we reconciled the amounts of fee income ac-
cording to the Company’s front office system with the
amounts according to the accounting system. We further
tested the assumptions related to the accounting estimates
in connection with the fee deferral and re-performed on a
sample basis the deferred revenue calculation. Further, we
reconciled on a sample basis the fee income received with
the cash receipts.

In addition, we assessed the appropriateness of the Com-
pany’s disclosure in the financial report.

Based on our audit procedures, we deem management’s
approach regarding the recognition of fee income as ap-
propriate.

Portfolio and risk management system

Key audit matter

How our audit addressed the key audit matter

We focussed on this area because the Company’s financial
accounting and reporting system is highly dependent on
the portfolio and risk management system and there is a
risk that the IT system architecture, the interface controls
and business continuity measures used are not designed
and operating effectively.

Our procedures included assessing the design and testing
the operating effectiveness of certain controls relating to
the Company’s IT portfolio and risk management system
as well as testing the interfaces to the financial accounting
and reporting systems. We tested the design and operating
effectiveness of the controls and processes in place by per-
forming inquiries with management and users, considering
the Company’s IT strategy and its implementation status
and inspecting control documentation. We further tested
logical and physical access restrictions and controls in
place related to program changes and computer opera-
tions.

Based on our audit procedures, we deem management’s
approach regarding the design and implementation of the
portfolio and risk management system as appropriate.




Responsibilities of the Board of Directors for the financial statements

The Board of Directors is responsible for the preparation of the financial statements in accordance with accounting rules
for banks, the requirements of Swiss law and the Company's articles of incorporation. This responsibility includes de-
signing, implementing and maintaining an internal control system relevant to the preparation of financial statements that
are free from material misstatement, whether due to fraud or error. The Board of Directors is further responsible for se-
lecting and applying appropriate accounting policies and making accounting estimates that are reasonable in the circum-
stances.

In preparing the financial statements, the Board of Directors is responsible for assessing the entity's ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of ac-
counting unless the Board of Directors either intends to liquidate the entity or to cease operations, or has no realistic al-
ternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from ma-
terial misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Swiss law and
Swiss Auditing Standards will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the website of EXPERT-
suisse: http://expertsuisse.ch/en/audit-report-for-public-companies. This description forms part of our auditor’s report.

Report on other legal and regulatory requirements

In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890, we confirm that an internal
control system exists which has been designed for the preparation of financial statements according to the instructions of
the Board of Directors.

We further confirm that the proposed appropriation of available earnings complies with Swiss law and the articles of in-
corporation. We recommend that the financial statements submitted to you be approved.

PricewaterhouseCoopers AG

//’/

Andrin Bernet Dominik Toéngi

Audit expert Audit expert
Auditor in charge

Zurich, 10 February 2021
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Legal Disclaimer

This annual report of Leonteq Securities AG (the '‘Company’) serves for information purposes only and does not constitute research.
This annual report and all materials, documents and information used therein or distributed in the context of its publication do not
constitute or form part of and should not be construed as, an offer (public or private) to sell or a solicitation of offers (public or private)
to purchase or subscribe for shares or other securities of the Company or any of its affiliates or subsidiaries in any jurisdiction or
an inducement to enter into investment activity in any jurisdiction, and may not be used for such purposes. Copies of this annual
report may not be made available (directly or indirectly) to any person in relation to whom the making available of the annual report
is restricted or prohibited by law or sent to countries, or distributed in or from countries, to, in or from which this is restricted or
prohibited by law.

This annual report may contain specific forward-looking statements, e.g. statements including terms like 'believe’, ‘assume’,
‘expect’, 'forecast’, ‘project’, ‘'may’, ‘could’, ‘might’, ‘will" or similar expressions. Such forward-looking statements are subject to
known and unknown risks, uncertainties and other factors which may result in a substantial divergence between the actual results,
financial situation, development or performance of the Company or any of its affiliates or subsidiaries and those explicitly or implic-
itly presumed in these statements. These factors include, but are not limited to: (1) general market, macroeconomic, governmental
and regulatory trends, (2) movements in securities markets, exchange rates and interest rates and (3) other risks and uncertainties
inherent in our business. Against the background of these uncertainties, you should not rely on forward-looking statements.

Neither the Company nor any of its affiliates or subsidiaries or their respective bodies, executives, employees and advisers assume
any responsibility to prepare or disseminate any supplement, amendment, update or revision to any of the information, opinions or
forward-looking statements contained in this annual report or to adapt them to any change in events, conditions or circumstances,
except as required by applicable law or regulation.

The COSI® asset-backed products (hereinafter 'COSI® products’) are collateralised in accordance with the terms of the SIX Swiss
Exchange 'Framework Agreement for Collateral Secured Instruments’ (‘Framework Agreement’). COSI® Collateral Secured Instruments
— Investor Protection engineered by SIX. COSI® secures structured products with a pledge, thus offering investors a high level of pro-
tection from issuer defaults.

Any — including only partial — reproduction of any article or picture is solely permitted based on an authorisation from Leonteq
Securities AG No responsibility is assumed in case of unsolicited delivery.

© Leonteq Securities AG 2021. All rights reserved

, 3 In the spirit of sustainability, this publication was printed using a carbon-neutral process on FSC certified paper and
guarantees a sustainable management of the world’s forests. Only green electricity was used for the manufacture of
FSC this publication and it was delivered with a hybrid car
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