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Key metrics

in / end of % change
2015 2014 2013 15/ 14 14/13
Credit Suisse (CHF million, except where indicated)
Net income/(loss) attributable to shareholders (2,944) 1,875 2,326 - (19)
of which from continuing operations (2,944) 1,773 2,181 - (19)
Basic earnings/(loss) per share from continuing operations (CHF) (1.73) 0.99 1.10 - (10)
Diluted earnings/(loss) per share from continuing operations (CHF) (1.73) 0.98 1.10 - (11)
Return on equity attributable to shareholders (%) (6.8) 4.4 5.7 - -
Effective tax rate (%) (21.6) 38.7 31.2 - -
Core Results (CHF million, except where indicated)
Net revenues 23,384 25,074 24,226 (@) 4
Provision for credit losses 192 163 90 25 70
Total operating expenses 93104 17,721 17482 O 1
Income before taxes 88 7,200 6,654 (99) 8
Cost/income ratio (%) 98.8 70.7 72.2 - -
Assets under management and net new assets (CHF billion)
Assets under management from continuing operations 1,214.1 1,368.7 1,248.6 (11.3) 9.6
Net new assets from continuing operations 46.9 29.9 36.0 56.9 (14.6)
Balance sheet statistics (CHF million)
Total assets 820,805 921,462 872,806 an 6
Net loans 272,995 272,651 247,054 0 10
Total shareholders’ equity 44,382 43,959 42,164 1 4
Tangible shareholders’ equity 39,378 35,066 33,955 12
Basel Ill regulatory capital and leverage statistics
Risk-weighted assets (CHF million) 294,950 291,410 273,846 1 6
CET1 ratio (%) 14.3 14.9 16.7 - -
Look-through CET1 ratio (%) 1.4 10.1 10.0 - -
Look-through CET1 leverage ratio (%) 3.3 2.5 - - -
Look-through Tier 1 leverage ratio (%) 4.5 3.5 - - -
Share information
Shares outstanding (million) 1,951.6 1,699.5 1,590.9 29 1
of which common shares issued 1,957.4 1,607.2 1,5696.1 22 1
©of which treasury shares 69 on 69 @@ 48
Book value per share (CHF) 29.74 97.48 26.50 amn 4
Tangible book value per share (CHF) 20.18 21.92 21.34 ®) 3
Market capitalization (CHF million) 492,456 40,308 43,526 5 (@)
Dividend per share 0.70 0.70 0.70 - -
Number of employees (full-time equivalents)
Number of employees 48,200 45,800 46,000 5 0

See relevant tables for additional information on these metrics.



Annual Report

The Annual Report is a detailed presentation of
Credit Suisse Group’s company structure, corporate
governance, compensation practices and treasury
and risk management framework, and it includes

a review of Credit Suisse Group's operating and
financial results accompanied by its annual financial
statements.
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Corporate Responsibility Report

The Corporate Responsibility Report describes
how Credit Suisse Group assumes its various
responsibilities as a bank towards society and

the environment. This publication is complemented
by the Responsibility Chronicle, which adds a
multimedia dimension to our reporting.

O credit-suisse.com/crr

Corporate Responsibility
Report 2015

Company Profile

The Company Profile contains a summary

of Credit Suisse Group'’s new strategic direction
and organization structure.
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Credit Suisse Apps
Available in the App Store and
Google Play Store

Investor Relations and Media

allows investors, analysts, media and other interested
Investor parties to remain up to date with relevant online and
Relations offline financial information on Credit Suisse.

CREDITSUISSE“

Facts & Figures

provides an overview of the activities performed by
Facts & Credit Suisse in Switzerland and the bank’s muilti-
Figures faceted commitment to the Swiss financial center
and economy.

CREDIT SUISSE“

Private Banking Switzerland
places all the advantages at your fingertips — anytime,
“ anywhere — on tablets and smartphones. Use your
SWITZERLAND mobile device to scan your payment slips with one
click and pay bills, catch up on financial information
and much more. Credit Suisse gives top priority
to security in Online & Mobile Banking. SecureSign

provides a convenient login method for signing in
to your Online and Mobile Banking service.

"o«

For the purposes of this report, unless the context otherwise requires, the terms “Credit Suisse Group”, “Credit Suisse’, “the Group”, “we”, “us” and “our” mean Credit
Suisse Group AG and its consolidated subsidiaries. The business of Credit Suisse AG, the Swiss bank subsidiary of the Group, is substantially similar to the Group,
and we use these terms to refer to both when the subject is the same or substantially similar. We use the term “the Bank” when we are referring only to Credit Suisse
AG, the Swiss bank subsidiary of the Group, and its consolidated subsidiaries. Abbreviations and selected © terms are explained in the List of abbreviations and the
Glossary in the back of this report. Publications referenced in this report, whether via website links or otherwise, are not incorporated into this report. The English
language version of this report is the controlling version. In various tables, use of “~” indicates not meaningful or not applicable.
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INTERVIEW WITH THE CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

In relation to the 2015 results, there
have been several unfavorable reac-
tions from the markets and analysts.
What is your view of the current sen-
timent towards Credit Suisse and its
annual results?

Tidjane Thiam: | believe one should not
get sidetracked by immediate market reac-
tions. There is no point denying it: the
fourth quarter was a significant disap-
pointment. Some of the losses incurred
in our investment bank surprised inves-
tors as they came from activities that were
not consistent with our new strategy. The
losses and the impact on the capital posi-
tion as well as the goodwill write-down in
the fourth quarter made market partici-
pants nervous, especially in the context of
a decline in the price of oil, worries about
growth in China and the asynchronous
nature of central bank policies. We have
been explained on the difficulties encoun-
tered and what we are doing to address
them and this is increasingly better under-
stood by the market. Beyond these issues,
it is important to measure the progress
made by looking at our underlying business
performance. Between now and 2018, the
bank’s restructuring will make the analy-
sis of our performance more complex. We
have therefore introduced a definition of
adjusted results, which by correcting for
the most visible impacts of the restruc-
turing, will make it easier to monitor our
progress on the implementation of our new
strategy. Our adjusted results in the last
quarter of 2015 contained some encour-
aging trends despite volatile market condi-
tions. The performance of the Asia Pacific
division in particular highlighted the growth
potential in the region and our strong mar-
ket position. In addition, net new asset
generation was strong for both Asia Pacific
and the Swiss Universal Bank, and we con-
tinued to increase our mandates penetra-
tion in all three geographical divisions. One
of the direct outcomes of the changes we
have made is the fact that Credit Suisse
as of the end of 2015 has a stronger look-
through CET1 capital position than before.

You mention the Group’s capital level,
which is deemed insufficient by some
observers and thus remains a target for
criticism. How strong is Credit Suisse’s
capital base?

Thiam: In fact, with 11.4% at the end of
2015, we now have the strongest look-
through CET1 ratio that Credit Suisse
has ever had. | feel that needs to be said

again. We are also strong in terms of liquid-
ity. While internationally we may not be on
the absolute top of the rankings, we are
without any doubt well capitalized. With
a strengthened balance sheet, | am con-
fident that we can deliver on our commit-
ments. Our capital allocation process going
forward will ensure that we focus on busi-
nesses that offer the best risk-adjusted
returns, particularly in our three geographi-
cally focused divisions.

Urs Rohner: Moreover, we continue to fur-
ther strengthen our capital base. We aim to
operate the bank at a look-through CET1
capital ratio between 11-12% during 2016,
while managing through the changes to our
strategy. We are targeting a look-through
CET1 capital ratio of approximately 13%
and a Tier 1 leverage ratio between 5% and
6% with a look-through CET1 component
of 3.5% to 4% by the end of 2018. Building
up a strong capital base is the right choice
from the business perspective. | also believe
that capital will remain a key regulatory
topic. Therefore, we will remain very much
focused on growing in the right businesses,
which are capital accretive and which gen-
erate the necessary returns under the ever
stricter regulatory capital requirements.

The goodwill impairment of CHF 3.8
billion in the investment banking busi-
nesses was subject to significant atten-
tion. Notably, the decision was consid-
ered long overdue — would you agree?

Rohner: The goodwill impairment charge,
mostly related to the acquisition of Don-
aldson, Lufkin & Jenrette (DLJ) in 2000,
needed to be taken in the fourth quarter of
2015 as a direct consequence of the imple-
mentation of our new strategy and organi-
zational structure. This resulted in changes
to the former Investment Banking division,
leading to a reassessment of certain assets
and consequential goodwill impairment
charge. Since the DLJ acquisition, the good-
will impairment test was conducted annually
and verified by external experts. The rules
are clear: as long as the goodwill is covered
under the applicable methodology, no impair-
ment charge is to be booked. Once this is
no longer applicable, however, such charge
must be booked, as was the case in 2015.

In October of last year, you have intro-
duced the new strategy for the Group.
Is the execution on schedule and can
the ambitious timeline be met?

Thiam: We have made a good start in
implementing the strategy we presented

in October 2015. Before year-end, the
important milestone of the capital raise was
completed. Our capital ratios have been
strengthened, allowing us to start imple-
menting important restructuring measures,
which consume capital. The new structure,
which impacted all of our almost 50,000
staff, was fully in place by end-2015. In
parallel, we have been strengthening the
Group’s control functions and making sub-
stantial investments in our risk manage-
ment and control capabilities. The pro-
cess of right-sizing our investment banking
activities is well under way and have fur-
ther been accelerated in Global Mar-
kets, reflecting the persistently challeng-
ing market environment. We have already
exited many activities. Our look-through
CET1 capital position as of end-2015 is
the strongest it has ever been and we are
implementing the announced changes with
determination. Once completed, this com-
prehensive change program will position us
well to deliver profitable growth and returns
for our shareholders in 2018 and beyond.

In this new strategy, is Credit Suisse
predominantly implementing actions
that other banks have taken already?
How can Credit Suisse differentiate
itself from its peers?

Rohner: The strategy is tailored to Credit
Suisse and reflects three important ele-
ments: the Group's cultural and historical
heritage, its strengths as an integrated bank
and current external demands, such as key
regulatory and market developments. In
terms of regulation and markets, we face
similar conditions as our peers but in other
regards, our strategy is unique. Accordingly,
our Swiss roots as a “Bank for Entrepre-
neurs” remain at the core of our strategy.
That combines with our global presence
and ultimately, our unique capability to pro-
vide both private banking and investment
banking services to our clients. This offer-
ing is absolutely crucial for our differentia-
tion in the highly competitive ultra-high-net-
worth individual client segment.

In the course of this year, which are the
most important steps in the execution
of your new strategy?

Thiam: We will continue to restructure
the bank to ensure that we can react to
the changing market environment. In light
of the challenging environment in the first
few months of 2016, we have accelerated
the right-sizing of our investment banking
activities, particularly in the Global Markets



Urs Rohner, Chairman of the Board of Directors (left) and Tidjane Thiam, Chief Executive Officer.

division. These efforts aim at improving our
ability to serve our clients and generate
over time compliant, well controlled, profit-
able growth. We will continue to focus on
growing our wealth management business
and on the reduction of our investment
banking activities so that they consume
less capital, generate more stable earnings
and better support the development of our
wealth management offering. Our strategy
is focused on deploying all of our capabili-
ties and expertise to best service our cli-
ents. We will continue to implement it with
determination.

You often mention innovation. Which
areas does Credit Suisse prioritize in
terms of innovation and how will your
clients benefit from the innovative
process?

Rohner: Credit Suisse was one of the
first banks to introduce an innovation-
focused think-tank as early as in 2012,
We have launched Digital Private Bank-
ing in 2013 and now continue to roll out
its various offerings to our clients across
different markets. As in any innovation pro-
cess, clients are the ultimate beneficiaries,
as service quality improves and prices tend
to decline. Particularly in banking, clients

today receive a much broader online and
mobile offering and a more powerful advi-
sory support which uses intelligent com-
puting and big data. Ultimately, digitization
allows banks to deliver more tailored, better
accessible and user-friendly service than
ever before. In terms of next focus areas,
innovation in compliance and risk manage-
ment areas will be crucial — here as well,
we are already actively engaged.

Thiam: Technology-driven innovation
has disrupted several areas of bank-
ing, although the innovators have so far
focused on the retail segment. With the fin-
tech trend slowing down gradually, | think
we will see more fintech exits — often as
acquisitions by established banks — and we
will also see business collaborations. | also
believe the back office space offers a much
greater disruption potential than has been
captured so far. Ultimately, | am convinced
that innovation will remain one of the key
drivers of competitiveness in banking and
our strategy will continue to consider that.

What role does compliance and risk
culture play in the new strategy?

Rohner: To ensure the future success of
our business, it is important that we place
our clients at the center of all that we do.

We have to encourage an entrepreneur-
ial mindset and constantly ask ourselves
whether we are doing the right thing.
Openness, integrity and principled behavior
are key in this context. We are committed
to promoting a strong risk culture and to
providing our businesses with sophisticated
and independent risk management, compli-
ance and control processes. The Board of
Directors and the Executive Board expect
all employees at all levels of our organiza-
tion to adhere to the very highest compli-
ance standards. We clearly communicate
these expectations and have implemented
appropriate internal regulations and train-
ing courses to support employees in this
area. We do not tolerate any breaches of
these rules, regulations or laws. To further
strengthen our efforts to protect our repu-
tation, we have created the new Compli-
ance & Regulatory Affairs function, which
oversees the bank’s activities at all lev-
els. The high level of professionalism and
dedication demonstrated by our employees
when implementing our strategy inspires
me with confidence that we will also be
able to meet our ambitious goals in this
area.



MESSAGE FROM THE CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

Dear shareholders, clients and colleagues

2015 was a year of transition for Credit Suisse. Following the
change in Chief Executive Officer in July 2015, we conducted an
in-depth review of our businesses and long-term objectives and
subsequently announced a new strategic direction for our Group
on October 21, 2015. Our ambition is to be a leading private bank
and wealth manager with distinctive investment banking capabili-
ties that is able to grow profitably and generate capital through the
economic cycle.

In line with our new strategy, we announced a simplified orga-
nizational structure with three geographically focused divisions —
the Swiss Universal Bank (Swiss UB), Asia Pacific (APAC) and
International Wealth Management (IWM). They are supported by
two divisions focusing on our investment banking capabilities —
Global Markets (GM) and Investment Banking & Capital Markets
(IBCM). With this new structure, we can respond more flexibly to
our clients’ needs through enabling our geographical divisions to
leverage our combined expertise and resources in wealth manage-
ment and investment banking. This new organization also gives our
business heads clearer accountability both in terms of managing
client relationships and the resources they require to maximize
value creation. In parallel, we have strengthened the Group’s con-
trol and compliance functions with significant investments in our
risk management, control and information capabilities. The refo-
cusing of the Group necessitated changes to the leadership struc-
ture resulting in a new composition of the executive team to drive
the new business units and the central functions forward.

To ensure that Credit Suisse has a strong capital position
to deliver on its strategy and capture attractive opportunities for
growth, we announced a capital increase by way of a private place-
ment and a rights offering in October 2015. The capital increase
was approved by shareholders at our Extraordinary General Meet-
ing in November and was concluded in December 2015. With this
capital raise completed, our look-through CET1 capital ratio as of
the end of 2015 has never been stronger, allowing us to imple-
ment important restructuring measures aimed at delivering profit-
able growth for our shareholders through the economic cycle. With
the strengthened balance sheet, we are confident that we can
deliver on our commitments and our capital allocation strategy is
focused on businesses that offer returns in excess of their cost of
capital. We believe that this will lead to increased investment in our
three geographically focused divisions, notably our home market
of Switzerland, where we have a strong franchise and capabilities,
and to our growth markets in the emerging economies, particularly
in the Asia Pacific region, where we also have a strong franchise.
Our IWM division unifies the teams serving clients in other parts
of the world.

In addition, we continue to reduce the size of our investment
bank to ensure that it supports our wealth management activi-
ties, consumes less capital and generates less volatile earnings. In

particular, we continue to right-size our operations in GM and are
exiting or reducing selected activities consistent with the desire for
higher return on capital and a lower risk profile. We have already
substantially reduced risk-weighted assets and leverage exposure,
exceeding our end-2015 targets, and are now targeting further
significant reductions within the GM division until end-2016. In
particular, we intend to reduce GM'’s risk-weighted assets target
of USD 83-85 billion to approximately USD 60 billion, and lower
the division’s leverage exposure target from USD 380 billion to
USD 290 billion by year-end. We are accelerating the right-sizing
of our GM division and plan to further invest in our leading equi-
ties franchise and reduce our fixed income activities to operate on
a substantially lower cost base and generate more stable earn-
ings through the economic cycle. In our IBCM division, we are
rebalancing our activities towards advisory and equity underwriting
and towards investment grade corporates, which should help us to
generate higher-quality earnings.

Cost competitiveness and flexibility are imperatives for our bank
in today's rapidly evolving operating environment. We are there-
fore applying a rigorous, disciplined approach to cost management
across the Group to reduce our cost base and lower the bank’s
break-even point, thus enhancing our ability to generate capital
through the economic cycle. In February 2016, we announced
plans to accelerate our cost savings program and in March we
announced further savings and increased our gross cost reduction
target for end-2018 from CHF 3.0-3.5 to CHF 4.0-4.5 billion
and announced an operating cost base target of CHF 19.5-20.0
billion by end-2016. The majority of these cost savings will largely
be driven by the accelerated reduction of the GM division. Com-
bined with the measures already implemented in 4Q15 (includ-
ing the transfer of our US Private Banking operations), we have
already made considerable progress on reducing our cost base
and thanks to the better cross divisional collaboration, we are able
to further accelerate the pace of targeted cost savings. We believe
that this will provide us with the flexibility we need to successfully
navigate periods of market uncertainty and to fund the investments
we intend to make to deliver profitable growth through the eco-
nomic cycle for our shareholders.

2015 was a challenging period for the entire industry. Central bank
actions remained a prominent topic during the year, with interest
rates at historically low levels. On January 15, 2015, the Swiss
National Bank announced the discontinuation of the minimum
exchange rate of CHF 1.20 per euro —a move that caused a sharp
appreciation of the Swiss franc and had a significant impact on the
Swiss economy and the domestic banking sector for the remainder
of the year. Thanks to the mitigating actions that we implemented,
we were able to limit the impact on Credit Suisse.



Also in January 2015, the European Central Bank announced
its plans to begin purchasing eurozone government bonds as a
means of lowering bond yields and pushing the rate of inflation
back towards its medium-term target of 2%. While the conflicts in
parts of the Middle East continued to intensify — heightening the
global climate of uncertainty — the Greek debt crisis and discus-
sions about a potential UK exit from the EU added to concerns
about a destabilization of Europe’'s monetary union. With worries
about a growth slowdown in China and the emerging markets ris-
ing in the second half of 2015, the European Central Bank cut the
deposit rate again in December 2015 and decided to extend its
bond purchase program until at least the end of March 2017. At its
meeting on March 10, 2016, the European Central Bank yet again
cut all of its key interest rates in a further attempt to boost inflation
and growth rates, given the persisting volatile market environment.

In contrast, the question about when the US Federal Reserve
would tighten its own monetary policy remained a subject of
intense public speculation during 2015. Following the decision by
the People’'s Bank of China to devalue the renminbi against the
US dollar — partly to offset decelerating growth — the US Fed-
eral Reserve postponed its first interest rate increase in almost
a decade at its September meeting. The increase that finally
occurred in December 2015 was largely motivated by strong US
employment data and robust economic growth. While financial
markets barely reacted to the actual announcement, which had
widely been expected, discussions since the beginning of 2016
have focused on the question of the pace at which the US Fed-
eral Reserve is likely to raise interest rates going forward, espe-
cially following its decision to hold off on a further rate rise at the
March meeting. Moreover, the global effects of the divergent mon-
etary policies of the US Federal Reserve and the European Central
Bank remain a prominent topic of discussion.

The divergence in monetary policy, uncertainty about economic
growth in China, the decline in oil prices, lower market liquidity, wid-
ening credit spreads and the renewed strength of the Swiss franc
have all led to a challenging market environment for Credit Suisse,
particularly during the fourth quarter of 2015. All of these factors
have contributed to lower levels of client activity and issuances,
and large fund redemptions by market participants affecting asset
prices. Market conditions have also remained challenging during
the initial months of 2016, however, it is too early to determine how
these challenges will evolve over the remainder of 2016.

Regulatory requirements continued to evolve throughout 2015. In
February 2015, the Swiss Federal Council presented its evalua-
tion report on Switzerland's “Too Big to Fail” (TBTF) regime, which
proposed the implementation of the new global standard for Total
Loss-Absorbing Capacity (TLAC). The implementation of TLAC is
largely seen as the last building block to end TBTF. The new Swiss

capital rules are more strict than the TLAC standard issued by the
Financial Stability Board. In fact, the Swiss requirements will be
stronger than those of other financial centers. Based on the end
2015 balance sheet, Credit Suisse would be subject to a going
and gone concern requirement of 28.6% of risk-weighted assets.
Throughout 2015, Credit Suisse issued CHF 15 billion of senior
bail-in instruments, which we expect to be TLAC eligible, marking
an important step towards achieving our total requirement in accor-
dance with the proposed amendments to the Swiss TBTF regime.

In addition to these new TLAC requirements, the new draft
Swiss TBTF regime will increase the going concern capital and
leverage requirements. Under these new going concern require-
ments, Credit Suisse would need to fulfill a 14.3% Tier 1 capital
ratio with a minimum CET1 component of 10% and a minimum
Swiss leverage ratio of 5%, of which the minimum CET1 compo-
nentis 3.5%, by end-2019. The new requirements are expected to
become effective on July 1, 2016, subject to phase-in.

The continued tightening of regulatory requirements for
banks is likely to remain a dominant topic. Although the new rules
announced by the Swiss Federal Council are yet to be finalized,
we believe that the completion of our capital increase in Decem-
ber 2015 and our success in improving our leverage exposure will
enable us to meet these requirements on a look-through basis
ahead of the 2019 deadline. We also aim to further strengthen our
capital base through operating profitably and focusing on maxi-
mizing the free capital generation. We aim at maintaining a CET1
capital ratio of between 11-12% during 2016 and are targeting
a CET1 capital ratio of approximately 13% and a Tier 1 leverage
ratio between 5-6% with a CET1 component of 3.5-4.0% by end-
2018. Over the next three years, through a disciplined capital allo-
cation process, we intend to release capital from those parts of the
Group that are being wound down in the Strategic Resolution Unit
(SRU) and to fund further growth in our APAC and IWM divisions.

Against the challenging backdrop of 2015, we reported a net loss
attributable to shareholders of CHF 2.9 billion and a pre-tax loss
of CHF 2.4 billion. Our results for the full year 2015 were mainly
affected by a significant goodwill impairment charge of CHF 3.8
billion that we recognized primarily in respect of the acquisition of
Donaldson, Lufkin & Jenrette in 2000. In addition, restructuring
costs of CHF 355 million were taken in 4Q15 across all the divi-
sions in connection with the implementation of our new strategy
and our results were further impacted by charges relating to sig-
nificant litigation items and a pre-tax loss in the SRU as we wind
down businesses that no longer fit with our strategic direction. The
losses we incurred, especially during the fourth quarter, the impact
of the losses on our capital position, as well as the goodwill write-
down, in combination with the challenging market conditions, have
led to negative reactions by market participants.



Beyond these issues, as we move ahead with the implementa-
tion of our strategy and work towards our 2018 targets, we con-
sider it important to measure the progress made in terms of our
underlying business performance. Between now and 2018, the
bank’s restructuring will make the analysis of our performance
more complex. Hence, we are focusing on adjusted Core results,
which are measured excluding SRU activities, goodwill impairment,
restructuring expenses, real estate transactions, deconsolidation,
business sales, significant litigation expenses and the impact from
fair value of own debt. Until 2018, we plan to report on this same
adjusted basis at Group, Core and business level, as we believe
that this will allow investors to most effectively monitor our prog-
ress on the implementation of our new strategy, given the material
restructuring charges and other one-off items we expect to be
borne in the interim period.

Our adjusted results reflect a positive start in the implementa-
tion of the new strategy and contained some encouraging trends
despite volatile market conditions in 4Q15. The Group delivered
adjusted” Core pre-tax income of CHF 4.2 billion for 2015 and
the underlying performance of our three newly created geographic
divisions — Swiss UB, IWM and APAC - highlights the long-term
attractiveness of the opportunities that exist for wealth managers.

The performance of the APAC division in particular highlighted
the growth potential in the region and our strong market posi-
tion: at over CHF 1.1 billion, APAC delivered the highest full-year
adjusted” pre-tax income in five years and generated CHF 17.8
billion of net new assets. The Swiss Universal Bank increased its
2015 adjusted” pre-tax income by 4% to CHF 1.6 billion and is on
track for a partial IPO (20-30%) planned by year-end 2017, mar-
ket conditions permitting'. IWM'’s Private Banking business grew
its 2015 adjusted” pre-tax income by 6% to CHF 0.8 billion.

Net new asset generation was particularly strong in APAC and
Swiss UB, which generated CHF 17.8 billion and CHF 13.8 billion
of net new assets, respectively, in 2015. Additionally, we increased
mandates penetration from 15% to 26% in Swiss UB and from
23% to 30% in IWM.

Our full year performance, particularly in the geographic divi-
sions, was obscured to a degree by poorer results during the fourth
quarter, particularly from our investment banking divisions. We
have continued to rebalance our investment banking businesses
and to rebuild our IBCM division through targeted investments
and by shifting activity towards advisory, equity underwriting and
investment grade corporates in order to reduce the volatility of our
earnings in this attractive, capital-light activity. In the GM division,
our full-year performance was additionally adversely impacted by
certain legacy inventory positions, which had to be written down as

a result of the low liquidity and poor market conditions in the fourth
quarter of 2015. While these positions have already been reduced
aggressively since we announced the new strategy, we believe that
it will be essential for us to continue to restructure our GM activi-
ties to lower our risk profile. We will maintain our focus on lowering
the fixed-cost base of all our businesses.

The refocusing of the Group and its structural reorganiza-
tion necessitated changes to the leadership structure, resulting
in a new composition of the executive team, which was further
enriched by six new members in order to drive forward the new
business units and the central functions: Pierre-Olivier Bouée,
Peter Goerke, Thomas Gottstein, Igbal Khan, Helman Sitohang
and Lara Warner. In October 2015, Gaél de Boissard, Hans-Ulrich
Meister, Robert Shafir and Pamela Thomas-Graham stepped
down from the Executive Board, and we thank them for their con-
siderable contributions to our bank’s progress over the years.

Given the persisting challenges in the operating environment for
banks, we have taken decisive measures to further accelerate the
implementation of our strategy by increasing the pace with which
our GM division will be right-sized in order to substantially lower our
cost base and break-even point and thus decrease the volatility of
our earnings going forward. With these changes in place, we are
confident that with our strategy, our regionally and client-focused
structure and our new management team, we are positioned to
deliver over time compliant, well-controlled and profitable growth
and returns for our shareholders. Thanks to our clients’ and share-
holders’ continued trust in Credit Suisse, as well as our employees’
dedication, we will continue to remain focused on deploying all our
capabilities and expertise to best service our clients. We will imple-
ment our strategy with determination and are confident to deliver
on the targets we have set for end-2018.

Best regards

h .~ <=

Urs Rohner
Chairman of the
Board of Directors

Tidjane Thiam
Chief Executive Officer

March 2016

* Adjusted results are non-GAAP financial measures. For a reconciliation of the adjusted results to the most directly comparable US GAAP measures, see the “Reconciliation

of adjusted results” part of this letter.

" Any such IPO would involve the sale of a minority stake and would be subject to, among other things, all necessary approvals and would be intended to generate / raise

additional capital for Credit Suisse AG or Credit Suisse (Schweiz) AG.



Reconciliation of adjusted results

Adjusted results are non-GAAP financial measures that exclude
goodwill impairment and certain other items included in our
reported results. Management believes that adjusted results pro-
vide a useful presentation of our operating results for purposes
of assessing our Group and divisional performance over time, on
a basis that excludes items that management does not consider
representative of our underlying performance. Provided below is a
reconciliation of our adjusted results to the most directly compa-

rable US GAAP measures.

Swiss Universal Bank

CHF million

Income before taxes reported

Real estate gains

Gains on business sales

Adjustments to net revenues
Restructuring expenses

Major litigation provisions

Adjustments to total operating expenses
Total adjustments

Adjusted income before taxes

International Wealth Management - Private Banking

CHF million

Income before taxes reported

Gains on business sales

Adjustments to net revenues
Restructuring expenses

Major litigation provisions

Adjustments to total operating expenses
Total adjustments

Adjusted income before taxes

Global Markets

CHF million

Income/(loss) before taxes reported
Goodwill impairment

Restructuring expenses

Major litigation provisions

Adjustments to total operating expenses
Total adjustments

Adjusted income before taxes

2015
1,659
(95)
23)
(118)
39
25
64
()
1,605

2015
526
an
an

30
268
208
287
813

2015
(1,944)
2,661
1056
231
2,997
2,997
1,053

2014
1,976
414
@4
(438)

(438)
1,538

2014
795
(7
(77

51

51
(26)
769

2014
2,657

60
60
60
2,717

Core Results

CHF million

Income before taxes reported
Fair value gains on own debt
Real estate gains

Gains on business sales
Adjustments to net revenues
Goodwill impairment
Restructuring expenses

Major litigation provisions
Adjustments to total operating expenses
Total adjustments

Adjusted income before taxes

International Wealth Management

CHF million

Income before taxes reported

Gains on business sales

Adjustments to net revenues
Restructuring expenses

Major litigation provisions

Adjustments to total operating expenses
Total adjustments

Adjusted income before taxes

Asia Pacific

CHF million

Income before taxes reported
Goodwill impairment

Restructuring expenses

Major litigation provisions

Adjustments to total operating expenses
Total adjustments

Adjusted income before taxes

Investment Banking & Capital Markets

CHF million

Income/(loss) before taxes reported
Goodwill impairment

Restructuring expenses

Adjustments to total operating expenses
Total adjustments

Adjusted income before taxes

2015
88
(298)
(95)
(34)
(427)
3,797
202
530
4,529
4,102
4,190

2015
709
an
an

33
268
301
290
999

2015
377
756

765
765
1,142

2015
(353)
380
22
402
402
49

2014
7,200
(543)
(414)
(101)
(1,068)

111
11
(947)
6,253

2014
1,212
(77
(77

51
51

(6)
1,186

2014
900

900

2014
508

508
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As of January 1, 2013, Basel Ill was implemented in Switzerland along with the Swiss
“Too Big to Fail” legislation and regulations thereunder. As of January 1, 2015, the
BIS leverage ratio framework, as issued by BCBS, was implemented in Switzerland by
FINMA. The related disclosures are in accordance with Credit Suisse’s interpretation
of such requirements, including relevant assumptions. Changes in the interpretation
of these requirements in Switzerland or in any of Credit Suisse’s assumptions or esti-
mates could result in different numbers from those shown herein.

References to phase-in and look-through included herein refer to Basel Il require-
ments. Phase-in under the Basel lll capital framework reflects that for the years 2014
- 2018, there will be a five-year (20% per annum) phase in of goodwill and other
intangible assets and other capital deductions (e.g., certain deferred tax assets) and
for the years 2013 — 2022, there will be a phase out of certain capital instruments.
Look-through assumes the full phase-in of goodwill and other intangible assets and
other regulatory adjustments and the full phase out of certain capital instruments.

Unless otherwise noted, leverage exposure is based on the BIS leverage ratio frame-
work and consists of period-end balance sheet assets and prescribed regulatory
adjustments.

Cost reduction program measured on constant FX rates and based on expense run
rate excluding major litigation expenses, restructuring costs and goodwill impairment
taken in 4Q15, but including other costs to achieve savings.

We may not achieve all of the expected benefits of our strategic initiatives. Factors
beyond our control, including but not limited to the market and economic conditions,
changes in laws, rules or regulations and other challenges discussed in our public fil-
ings, could limit our ability to achieve some or all of the expected benefits of these
initiatives.

This document contains forward-looking statements that involve inherent risks and
uncertainties, and we might not be able to achieve the predictions, forecasts, pro-
jections and other outcomes we describe or imply in forward-looking statements. A
number of important factors could cause results to differ materially from the plans,
objectives, expectations, estimates and intentions we express in these forward-looking
statements, including those we identify in “Risk Factors” in our Annual Report on Form
20-F for the fiscal year ended December 31, 2015, and in other public filings and
press releases. We do not intend to update these forward-looking statements except
as may be required by applicable law.

Mandates penetration means advisory and discretionary mandates in private banking
businesses as a percentage of the related assets under management, excluding those
from the external asset manager business.
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Information on the company
Credit Suisse at a glance

Credit Suisse at a glance

Credit Suisse

Our strategy builds on Credit Suisse’s core strengths: its position as a leading global wealth manager, its specialist investment banking
capabilities and its strong presence in our home market of Switzerland. We take a balanced approach to capture the wealth management
opportunities in emerging markets, the largest of which is in the Asia Pacific region, while also serving key developed markets with an
emphasis on Switzerland. Founded in 1856, we today have a global reach with operations in over 50 countries and 48,200 employees
from over 150 different nations. Our broad footprint helps us to generate a geographically balanced stream of revenues and net new
assets and allows us to capture growth opportunities around the world. We serve our clients through three regionally focused divisions:
Swiss Universal Bank, International Wealth Management and Asia Pacific. These regional businesses are supported by two other divi-
sions specializing in investment banking capabilities: Global Markets and Investment Banking & Capital Markets. The Strategic Resolu-
tion Unit consolidates the remaining portfolios from the former non-strategic units plus additional businesses and positions that do not fit
with our strategic direction. Our business divisions cooperate closely to provide holistic financial solutions, including innovative products

and specially tailored advice.

Swiss Universal Bank

The Swiss Universal Bank division offers comprehensive advice
and a wide range of financial solutions to private, corporate and
institutional clients primarily domiciled in our home market of
Switzerland, which offers attractive growth opportunities and
where we can build on a strong market position across our key
businesses. Our private banking business has a leading fran-
chise in our Swiss home market and serves ultra-high-net-worth
individuals, high-net-worth individuals and retail clients. Our cor-
porate and institutional banking business serves large corporate
clients, small and medium-sized enterprises, institutional clients
and financial institutions.

Asia Pacific

The Asia Pacific division offers integrated private banking and
investment banking financial solutions to wealthy individuals,
institutional investors and corporate clients in the Asia Pacific
region, drawing on Credit Suisse’s global resources. The divi-
sion is well positioned to capture market opportunities in Asia
Pacific, which is experiencing rapid wealth creation and where
the number of ultra-high-net-worth individuals is growing. We
offer institutional investors access to broader financial markets
and differentiated product offerings.

Investment Banking & Capital Markets

The Investment Banking & Capital Markets division offers a
broad range of investment banking services to corporations,
financial institutions, financial sponsors and ultra-high-net-
worth individuals and sovereign clients. Our range of products
and services includes advisory services related to mergers and
acquisitions, divestitures, takeover defense mandates, business
restructurings and spin-offs. The division also engages in debt
and equity underwriting of public securities offerings and private
placements.

International Wealth Management

The International Wealth Management division offers tailored
financial solutions to wealthy private clients and external asset
managers in Europe, the Middle East, Africa and Latin Amer-
ica through its private banking business. The division's footprint
spans emerging economies as well as mature European markets
and it has access to the broad spectrum of Credit Suisse’s global
resources and capabilities. Our asset management business
offers investment solutions and services globally to our private
banking businesses and a wide range of other clients, including
pension funds, governments, foundations and endowment funds,
corporations and individuals.

Global Markets

The Global Markets division offers a broad range of equities and
fixed income products and services and focuses on client-driven
businesses and on supporting Credit Suisse’s private banking
businesses and their clients. Our suite of products and services
includes global securities sales, trading and execution services,
prime brokerage, underwriting and comprehensive investment
research. Our clients include financial institutions, corporations,
governments, institutional investors — including pension funds and
hedge funds — and private individuals around the world.

Strategic Resolution Unit

The Strategic Resolution Unit was created to facilitate the imme-
diate right-sizing of our business divisions from a capital perspec-
tive and includes remaining portfolios from former non-strategic
units plus transfers of additional exposures from the business
divisions. The unit’s primary focus is on facilitating the rapid wind-
down of capital usage and costs to reduce the negative impact
on the Group's performance. Repositioned as a separate division,
this provides clearer accountability, governance and reporting.



Strategy

A NEW STRATEGY TO REPOSITION CREDIT SUISSE

FOR THE FUTURE

In 2015, Credit Suisse embarked on a new chapter of its 160 year
history. Under the leadership of our new CEO, Tidjane Thiam, and
the Board of Directors, we conducted an in-depth strategy review
that has resulted in a new strategic direction, structure and orga-
nization of the Group.

Credit Suisse strategy

Our new strategy aims to strengthen our position as a leading pri-
vate bank and wealth manager, with strong and distinctive invest-
ment banking capabilities, to achieve our goal of profitable growth
while generating significant capital through the cycle. We are
accelerating the rebalancing of capital towards our private bank-
ing businesses to optimize its allocation and focus on the highest-
returning, most scalable opportunities.

We are focused on growing in Asia Pacific and other emerg-
ing markets in order to capture the significant wealth management
prospects in those markets. We expect that emerging markets will
account for approximately 60% of the growth in global wealth in
the coming years, with first generation entrepreneurs driving much
of the wealth opportunity. We believe that positioning ourselves as
the “Bank for Entrepreneurs” by leveraging our strengths in wealth
management and investment banking will provide us with key com-
petitive advantages to succeed in these markets as we provide
clients with a range of services to protect and grow their wealth.

Despite slower growth, mature markets are still expected to
remain important and account for more than half of wealth distri-
bution by 2019. As a result, we plan to take a balanced approach
to resource allocation with the goal of capitalizing on opportuni-
ties in markets such as Western Europe and Japan. In Western
Europe, we also plan to accelerate efficiencies by consolidating
booking centers and developing a hub and spoke service model.
In the US, we have exited private banking investment advisory
but plan to continue to cover the corporate and complex personal
wealth needs of € ultra-high-net-worth individuals (UHNWI) from
our Investment Banking & Capital Markets business.

Switzerland, as our home market, provides compelling oppor-
tunities for Credit Suisse. To further expand our position with
Swiss private, corporate and institutional clients and take advan-
tage of consolidation opportunities, we have created a dedicated
Swiss Universal Bank. Management focus and accountability will
be enhanced, simplifying the prior structure and allowing the bank
to build on its entrepreneurial heritage and further leveraging its
brand. We provide a full range of services to private, corporate and
institutional clients with a specific focus on becoming the “Bank for
Entrepreneurs.” We intend to pursue an initial public offering (IPO)
by the end of 2017, market conditions permitting, of between
20% and 30% of the legal entity Credit Suisse (Schweiz) AG. Any
such IPO would be subject to, among other things, all necessary
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approvals and would be intended to generate/raise additional capi-
tal for Credit Suisse AG or Credit Suisse (Schweiz) AG.

Our intention is to focus on the investment banking businesses
that support our wealth management clients, and businesses that
deliver returns in excess of their cost of capital and have lead-
ing market positions. Within our Global Markets division, we con-
tinue to right-size our operations by exiting or downsizing selected
businesses consistent with our lower risk profile and higher return
on capital objectives. In Global Markets, we have reduced risk-
weighted assets and leverage exposures to below the targets we
had set for the end of 2015. We plan to further invest in our lead-
ing equities franchise and restructure our fixed income activities
to generate more stable earnings through the cycle. In our Invest-
ment Banking & Capital Markets division, we are rebalancing our
activities towards advisory and equity underwriting and towards
investment grade corporates, which should help us to generate
higher-quality earnings.

We have formed a new Strategic Resolution Unit intended
to oversee the effective wind-down of businesses and positions
that do not fit our strategic direction in the most efficient manner
possible. The Strategic Resolution Unit consolidates the remain-
ing portfolios from our former non-strategic units plus additional
activities and businesses from the investment banking and private
banking businesses that are no longer considered strategic. We
aim to reduce the Strategic Resolution Unit's risk-weighted assets
and leverage exposure by approximately 80% by 2020, excluding
operational risk.

We intend to rigorously execute a disciplined approach to cost
management across the Group to reduce our fixed cost base and
lower our break-even point. In February 2016, we announced
plans to further accelerate our cost savings program and have
identified and initiated measures, including an accelerated work-
force reduction, that are expected to result in cost savings of CHF
500 million per annum on a full-year run-rate basis. Combined
with the measures already implemented in the fourth quarter of
2015 (including the transfer of our US Private Banking operations),
the cost savings measures identified and initiated by end-January
2016 represent CHF 1.2 billion per annum, or 34%, of the CHF
3.5 billion of gross savings we are targeting by end-2018. Cost
savings are expected to be achieved through a combination of
simplifying mid- and back-office platforms, right-sizing the bank’s
footprint, substantial completion of several Corporate Center pro-
grams and making a number of disposals and closures, includ-
ing in the run-down of the Strategic Resolution Unit. In parallel to
these cost reductions, we plan to invest CHF 1.5 billion to sup-
port growth initiatives in Asia Pacific, Swiss Universal Bank and
International Wealth Management. The cost reduction program
is measured on constant foreign exchange rates and is based on
expense run rate excluding major litigation expenses, restructuring
costs and goodwill impairment taken in the fourth quarter of 2015,
but including other costs to achieve savings.
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To ensure that we have a strong capital position to implement
our strategy, capture the most promising growth opportunities and
be prepared for future regulatory changes, we have completed a
capital increase by way of a private placement and a rights offer-
ing as approved by the shareholders at the Extraordinary General
Meeting of November 19, 2015. The aggregate gross proceeds
of the capital increases amounted to a total of CHF 6.0 billion,
resulting in a look-through common equity tier 1 (CET1) ratio of
11.4% and look-through CET1 leverage ratio of 3.3% as of year-
end 2015.

As our strategy is executed, we intend to generate approxi-
mately CHF 23-25 billion of operating free capital by 2020. Oper-
ating free capital focuses on those components of shareholders’
equity that are regulatory capital relevant, specifically income
before taxes (excluding fair value on own debt) net of cash taxes,
as well as deferred tax asset threshold impacts, additional costs
relating to share awards and net impact of defined benefit pension
funds.

Organizational structure and management changes
To support the execution of the new strategy, we have simplified
our organization and created three new, regionally focused divi-
sions: Swiss Universal Bank, International Wealth Management
and Asia Pacific serving Western Europe, Central and Eastern
Europe, Latin America and Africa. These regional businesses are
supported by two other divisions specialized in investment bank-
ing capabilities: Global Markets and Investment Banking & Capital
Markets. Our new organization is designed to drive stronger client
focus and provide better alignment with regulatory requirements.
We believe that decentralization will increase the speed of decision
making, accountability and cost competiveness across the Group.

Our operating businesses are supported by focused corporate
functions at the Group Executive Board level. Our newly estab-
lished position of Chief Operating Officer focuses on driving the
transformation of Credit Suisse and oversees, among other things,
global operations, information technology and our centers of excel-
lence. To further strengthen our focus on compliance and reg-
ulatory matters, we have created the position of Chief Compli-
ance and Regulatory Affairs Officer that focuses on monitoring
bank activities and coordinating regulatory interactions. The Chief
Financial Officer manages the Group’s capital, funding, liquid-
ity and expenses to ensure we are well capitalized and have a
strong balance sheet. The Chief Risk Officer governs the Group'’s
risk management framework and provides independent risk over-
sight. Our General Counsel provides legal, policy and regulatory
advice, especially in the context of potential or actual legal mat-
ters and investigations. It drives strategic legal risk management
and manages our relationship with policymakers and other political
stakeholders. Our Head of Human Resources, Communications &
Branding is responsible for attracting, retaining and developing our
employees, driving our global communications strategy and devel-
oping and strengthening the Credit Suisse brand.

As of October 21, 2015, the Board of Directors appointed
six new members of the Executive Board of Credit Suisse

— Pierre-Olivier Bouée, Peter Goerke, Thomas Gottstein, Igbal
Khan, Helman Sitohang and Lara Warner. In October 2015, Gaél
de Boissard, Hans-Ulrich Meister, Robert Shafir and Pamela
Thomas-Graham stepped down from the Executive Board.

The composition of the Executive Board is as follows:

Tidjane Thiam Chief Executive Officer
Thomas Gottstein Swiss Universal Bank
Igbal Khan International Wealth Management

Asia Pacific

Global Markets

Investment Banking & Capital Markets

Chief Financial Officer

Chief Operating Officer

Chief Risk Officer

Chief Compliance and Regulatory Affairs Officer

Helman Sitohang
Timothy O'Hara
James L. Amine
David Mathers
Pierre-Olivier Bouée
Joachim Oechslin
Lara Warner

Romeo Cerutti General Counsel

Peter Goerke Human Resources, Communications & Branding

Financial objectives
On October 21, 2015, we announced the following financial objec-
tives and management actions in order to track progress in imple-
menting our new strategy:
increase income before taxes for Asia Pacific to CHF 2.1 bil-
lion in 2018;
increase income before taxes in International Wealth Manage-
ment to CHF 2.1 billion in 2018;
grow income before taxes for the Swiss Universal Bank to
CHF 2.3 billion in 2018;
reduce our absolute cost base by CHF 2.0 billion to between
approximately CHF 18.5-19.0 billion by year-end 2018. These
cost savings are expected to be achieved through CHF 3.5
billion in gross cost savings by year-end 2018 through a com-
bination of optimizations to make our business more efficient.
In parallel to these cost reductions, CHF 1.5 billion will be
invested to support growth initiatives in Asia Pacific, Swiss
Universal Bank and International Wealth Management;
achieve a look-through CET1 ratio of approximately 13% and a
look-through CET1 leverage ratio of above 3.5% by year-end
2018 before future regulatory recalibration;
maintain Global Markets risk-weighted assets stable at approx-
imately USD 83-85 billion between year-end 2015 and year-
end 2018;
reduce Global Markets leverage exposure from approximately
USD 380 billion at year-end 2015 to approximately USD 370
billion by year-end 2018;
wind down the Strategic Resolution Unit risk-weighted assets
(excluding operational risk) to CHF 12 billion by year-end 2018
and reduce leverage exposure to CHF 40 billion by year-end
2018 to support growth initiatives, mainly in Asia Pacific, Swiss
Universal Bank and International Wealth Management;
measure our performance by generating approximately
CHF 23-25 billion of operating free capital by 2020; and



plan to continue our existing policy of recommending a dividend
of CHF 0.70 per share with a scrip alternative until we reach
our 2015-2018 look-through CET1 and leverage ratio targets
and have greater clarity on potential regulatory changes and lit-
igation risks. However, our intention would be to end the scrip
alternative and recommend a move to a full cash dividend no
later than 2017. Furthermore, in the longer term, we would aim
to distribute a minimum of 40% of our operating free capital.
The Board of Directors will consider setting a higher payout
ratio as appropriate in due course.

Acceleration of the announced strategy
On March 23, 2016, we announced a number of additional mea-
sures and adjusted financial objectives beyond those announced
on October 21, 2015 to further lower our cost base, accelerate
the risk-weighted assets and leverage reduction initiatives in the
reshaping of our Global Markets business and further strengthen
our capital position. The additional measures and new financial
objectives include:
increasing our gross savings target of CHF 3.5 billion by year-
end 2018 to CHF 4.3 billion. The net cost savings target in
the same time period has increased from CHF 2.0 billion to at
least CHF 3.0 billion. These measures are expected to lead to
an absolute cost base of CHF 18.0 billion or less by year-end
2018;
setting a gross cost savings target for the Group of CHF 1.7
billion by year-end 2016;
reducing the risk-weighted assets target in the Global Markets
division from approximately USD 83 — 85 billion to USD 60
billion and the leverage exposure target from approximately
USD 380 billion to USD 290 billion by year-end 2016;
exiting the Distressed Credit, European Securitized Products
trading and Long-Term llliquid Financing businesses in Global
Markets;
the assets from businesses we are exiting and other business
reductions in Global Markets will predominantly be transferred
to the Strategic Resolution Unit over the course of 2016 and
we are consolidating foreign exchange trading into our trading
operations within Swiss Universal Bank; and
disposals of real estate and non-core businesses and other
actions to increase CET1 capital by at least CHF 1 billion dur-
ing 2016.

The cost reduction program is based on the 2015 cost base and
measured on constant foreign exchange rates and based on an
expense run rate excluding major litigation expenses, goodwill
impairment charges and estimated restructuring costs of CHF 2.0
billion (previously announced CHF 1.3 billion), but including other
costs to achieve the savings, which do not meet the accounting
definition of restructuring costs. Implementation of these strategy
measures will lead to a recasting of prior period segment results,
principally in respect of the Global Markets business and the Stra-
tegic Resolution Unit, and an assessment of certain balance sheet
items.
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PRODUCTS AND SERVICES

Private banking offerings and wealth management
solutions

We offer a wide range of private banking and wealth management
solutions tailored for our clients in our Swiss Universal Bank, Inter-
national Wealth Management and Asia Pacific divisions.

We apply a structured approach based on a thorough understand-
ing of our clients’ needs, personal situation, product knowledge,
investment objectives and a comprehensive analysis of their finan-
cial situation to define individual client risk profiles. On this basis
we define together with our clients an individual investment strat-
egy. This strategy is implemented ensuring that portfolio quality
standards are adhered to and that all investment instruments are
compliant with suitability and appropriateness standards. Respon-
sible for the implementation are either the portfolio managers or
our relationship managers working together with their advisory cli-
ents. Our UHNWI relationship managers are supported by dedi-
cated portfolio managers.

We offer a wide range of wealth management solutions tailored to
specific client segments. The distinct value proposition of our inte-
grated bank remains a key strength in our client offerings. Close
collaboration with our investment banking businesses enables us
to offer customized and innovative solutions to our clients, espe-
cially in the UHNWI segment, and we have specialized teams
offering bespoke and complex solutions predominantly for our
sophisticated clients. In addition, we offer solutions for a range of
private and corporate wealth management needs, including suc-
cession planning, tax advisory and financial planning.

We offer a comprehensive range of investment advice and discre-
tionary asset management services based on the outcome of our
structured advisory process and the guidelines of the Investment
Solutions & Products Group and the Credit Suisse Investment
Committee. We base our advice and services on the analysis and
recommendations of our research and investment strategy teams,
which provide a wide range of investment expertise, including mac-
roeconomic, equity, bond, commodity and foreign-exchange anal-
ysis, as well as research on the economy. Our investment advice
covers a range of services from portfolio consulting to advising
on individual investments. We offer our clients portfolio and risk
management solutions, including managed investment products.
These are products actively managed and structured by our spe-
cialists or third parties, providing private investors with access to
investment opportunities that otherwise would not be available
to them. For clients with more complex requirements, we offer
investment portfolio structuring and the implementation of individ-
ual strategies, including a wide range of structured products and
alternative investments. Discretionary asset management services
are available to clients who wish to delegate the responsibility for
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investment decisions to Credit Suisse. We are an industry leader
in alternative investments and, in close collaboration with our asset
management business and investment banking businesses, we
offer innovative products with limited correlation to equities and
bonds, such as hedge funds, private equity, commodities and real
estate investments.

With global operations comprising 14 international booking centers
in addition to our operations in Switzerland, we are able to offer our
clients booking capabilities locally as well as through our interna-
tional hubs. Our multi-shore offering is designed to serve clients
who are focused on geographical risk diversification, have multiple
domiciles, seek access to global execution services or are inter-
ested in a wider range of products than is available to them locally.

Corporate client and institutional client offerings

In accordance with our ambition to position ourselves as the “Bank
for Entrepreneurs,” we provide corporate and institutional clients,
predominantly in Switzerland, with a broad range of financial solu-
tions. To meet our clients’ evolving needs, we deliver our offering
through an integrated franchise and international presence. Based
on this model, we are able to assist our clients in virtually every
stage of their business life cycle to cover their banking needs. For
corporate clients, we provide a wide spectrum of banking prod-
ucts such as traditional and structured lending, payment services,
foreign exchange, capital goods leasing and investment solutions.
In addition, we apply our investment banking capabilities to sup-
ply customized services in the areas of mergers and acquisitions
(M&A), syndications and structured finance. For corporations with
specific needs for global finance and transaction banking, we pro-
vide services in commodity trade finance, trade finance, structured
trade finance, export finance and factoring. For our Swiss institu-
tional clients, including pension funds, insurances, public sector
and UHNWI clients, we offer a wide range of fund solutions and
fund-linked services, including fund management and administra-
tion, fund design and comprehensive global custody solutions. Our
offering also includes ship and aviation finance and a competitive
range of services and products for financial institutions such as
securities, cash and treasury services.

Asset management offerings

Our traditional investment products include multi-asset class solu-
tions, which provide clients with innovative strategies and com-
prehensive management across asset classes to optimize client
portfolios with services that range from funds to fully custom-
ized solutions. Other core investment strategies include a suite
of fixed income, equity and real estate funds, and our indexed
solutions business which provides institutions and individual cli-
ents access to a wide variety of asset classes in a cost-effective

manner. Stressing investment principles such as risk management
and asset allocation, we take an active and disciplined approach
to investing.

We also offer institutional and individual clients a range of
alternative investment products, including hedge fund strategies,
commodities and credit investments. We offer access to various
asset classes and markets through strategic alliances and key joint
ventures with external managers and have a strong footprint in
emerging markets.

Investment banking financial solutions

Equity capital markets originates, syndicates and underwrites
equity in IPOs, common and convertible stock issues, acquisition
financing and other equity issues.

Debt capital markets originates, syndicates and underwrites cor-
porate and sovereign debt.

Advisory services advises clients on all aspects of M&A, corporate
sales, restructurings, divestitures, spin-offs and takeover defense
strategies.

Credit products offers a full range of fixed income products
and instruments to clients across investment grade and high
yield credits, ranging from standard debt issues and credit
research to fund-linked products, derivatives instruments and
structured solutions that address specific client needs. We are
a leading dealer in flow trading of single-name ¢ credit default
swap (CDS) on individual credits, credit-linked notes and index
swaps. Investment grade trades domestic corporate and sov-
ereign debt, non-convertible preferred stock and short-term
securities such as floating rate notes and © commercial paper.
Leveraged finance provides capital raising and advisory ser-
vices and core leveraged credit products such as bank loans,
bridge loans and high yield debt for non-investment grade cor-
porate and financial sponsor-backed companies.

Securitized products trades, securitizes, syndicates, under-
writes and provides research for various forms of securities,
primarily © residential mortgage-backed securities (RMBS)
and asset-backed securities (ABS). Both RMBS and ABS are
based on underlying pools of assets, and include both gov-
ernment- and agency-backed, as well as private label loans.
Core to the securitized products franchise is its asset financing
business, which focuses on providing asset and portfolio advi-
sory services, and financing solutions to clients across asset
classes.



Emerging markets offers a full range of fixed income prod-
ucts and instruments, including sovereign and corporate secu-
rities, local currency derivative instruments and tailored emerg-
ing market investment products. The business is organized
around financing, structured credit, trading, capital markets
and strategic transactions, with a focus on supporting emerg-
ing markets through its onshore and offshore service models.
Global macro products includes our restructured rates and
foreign exchange businesses. Our rates business includes the
full spectrum of cash and derivatives, including select non-
cleared and structured solutions. Foreign exchange provides
market making in products such as spot and options for cur-
rencies in developed markets. The foreign exchange product
suite also includes proprietary market leading technology to
provide clients with electronic trading solutions.

Cash equities provides a comprehensive suite of offerings:
(i) research, analytics and other content-driven products and
services, to meet the needs of clients including mutual funds,
investment advisors, banks, pension funds, hedge funds, insur-
ance companies and other global financial institutions; (i) sales
trading, responsible for managing the order flow between our
clients and the marketplace and providing clients with trading
ideas and capital commitments, identifying trends and deliver-
ing the most effective execution; (iii) trading, which executes
client orders and makes markets in listed and © over-the-coun-
ter (OTC) cash securities, exchange-traded funds and pro-
grams, providing liquidity to the market through both capital
commitments and risk management; and (iv) Credit Suisse's

advanced execution services (AES), a sophisticated suite of
algorithmic trading strategies, tools and analytics to facilitate
global equity trading. By employing algorithms to execute cli-
ent orders and limit volatility, AES helps institutions and hedge
funds reduce market impact. AES is a recognized leader in its
field and provides access to hundreds of trading destinations in
over 40 countries and six continents.

Information on the company
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Equity derivatives provides a full range of equity-related
products, investment options and financing solutions, as well
as sophisticated hedging and risk management expertise and
comprehensive execution capabilities to financial institutions,
hedge funds, asset managers and corporations. Convertibles
involves both secondary trading and market making and the trad-
ing of credit default and asset swaps and the distribution of mar-
ket information and research. The global convertibles business is
a leading originator of new issues throughout the world.

Prime services offers hedge funds and institutional cli-
ents execution, financing, clearing and reporting capabilities
across various asset classes through prime brokerage, syn-
thetic financing and listed and OTC derivatives. In addition,
prime services is a leading provider of advisory services across
capital services and consulting for both start-ups and existing
clients.

Systematic market-making group operates a range of
liquidity-providing and market-making strategies in liquid
markets.

Other products and activities include lending, certain real estate
investments and the distressed asset portfolios. Lending includes
senior bank debt in the form of syndicated loans and commitments
to extend credit to investment grade and non-investment grade
borrowers.

Our equity and fixed income businesses are enhanced by the
research and HOLT functions. HOLT offers a framework for
objectively assessing the performance of 20,000 companies in
over 60 countries, with interactive tools and consulting services
that clients use to make informed investment decisions.

Equity and fixed income research uses in-depth analytical
frameworks, proprietary methodologies and data sources to ana-
lyze approximately 3,000 companies worldwide and provide mac-
roeconomic insights into this constantly changing environment.
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SWISS UNIVERSAL BANK

Business profile

Within Swiss Universal Bank, we offer comprehensive advice
and a broad range of financial solutions to private, corporate and
institutional clients primarily domiciled in Switzerland. The division
comprises the Private Banking and Corporate & Institutional Bank-
ing businesses.

Our Private Banking business has a leading client franchise
in Switzerland, serving over 1.6 million clients, including UHNWI,
high-net-worth individual (HNWI), ¢ affluent and retail clients. Our
service offering is based on our structured advisory process, dis-
tinct client segment specific value propositions and coverage mod-
els as well as access to a broad range of comprehensive prod-
ucts and services. We also have a specialized consumer finance
business branded BANK-now. In addition, we offer best-in-class
service, platform and technology support to external asset manag-
ers in Switzerland. Our Swiss network includes 1,570 relationship
managers in 184 branches, including 33 branches of the bank’s
affiliate, Neue Aargauer Bank.

Our Corporate & Institutional Banking business offers
expert advice and high-quality services to a wide range of clients,
serving the needs of over 100,000 corporations and institutions,
including large corporate clients, small and medium-size enter-
prises, institutional clients, financial institutions and commodity
traders. This business also includes our Swiss investment bank-
ing business serving corporate clients and financial institutions on
financing transactions in the debt and equity capital markets and
advising on M&A transactions. Our business includes 490 relation-
ship managers who serve our clients out of 48 locations.

Key data - Swiss Universal Bank

in / end of
2015 2014 2013
Key data
Net revenues (CHF million) 5,663 5,721 5,612
Income before taxes (CHF million) 1,669 1,976 1,740
Assets under management (CHF billion)

— Private Banking 241.0 258.6 244.2
— Corporate & Institutional Banking 275.8 276.9 250.0
Number of employees 14,200 13,200 13,200

Business environment

The Swiss private banking and wealth management industry is
very attractive and continues to have positive growth prospects.
Switzerland has the highest millionaire density worldwide and is
expected to continue to have the highest average wealth per adult.
Assets of UHNWI and HNWI are projected to grow approximately
4% and 3%, respectively, annually from 2014 through 2018. We

are well positioned in the Swiss market with strong market shares
across client segments.

The corporate and institutional banking business continues to
offer attractive opportunities, supported by the expected steady
growth of the Swiss economy. In a continued low interest rate
environment, key trends in equity capital markets are expected to
include an increase in IPOs, acquisition-related financing and mon-
etization of equity holdings. We believe that the environment in the
Swiss M&A market should remain supportive through 2016. We
are a leading provider of banking services to corporate and institu-
tional clients in Switzerland, utilizing our market leading investment
banking capabilities in Switzerland for local execution while lever-
aging Investment Banking & Capital Markets’ international reach
and Global Markets' placing power.

Structurally, the industry continues to undergo significant
change. Regulatory requirements for investment advisory services
continue to increase, including in the areas of suitability and appro-
priateness of advice, client information and documentation. This
is expected to drive further consolidation of smaller banks due
to higher critical size. We believe that we are well positioned to
opportunistically take advantage of the potential market consoli-
dation. We are well advanced in adapting to the new environment
as we have and are continuing to dedicate significant resources to
ensure our business is compliant with regulatory standards.

Business strategy
Switzerland, our home market, has always been and is expected
to remain a key pillar of success for our bank and is core to our
overall strategy. Within Swiss Universal Bank, we combine all the
strengths and critical mass of our retail, wealth management, cor-
porate, institutional and investment banking activities. The division
is well positioned to meet the needs of our clients, both individual
and corporate, with a broad suite of customized products and ser-
vices. We announced in October 2015 plans to conduct a partial
IPO of up to 30% of Credit Suisse (Schweiz) AG by end of 2017,
underscoring its unique identity and value within Switzerland and
within the Group. Any such IPO would involve the sale of a minority
stake and would be subject to, among other things, all necessary
approvals and would be intended to generate/raise additional capi-
tal for Credit Suisse AG or Credit Suisse (Schweiz) AG.

We expect to advance our business by focusing on the follow-
ing four key priorities:

The Swiss Universal Bank division continues to serve the entire
spectrum of clients from retail to UHNWI and from small to large
corporate and institutional clients as well as external asset man-
agers. In order to move closer to our Swiss client base and their
needs, we have realigned our organization and have transferred
business not originated in Switzerland to where it is originated.



We are focusing our growth efforts and resources towards the
most attractive client segments and we have developed client spe-
cific initiatives to realize profitable growth opportunities. The big-
gest untapped potential for us lies in the HNWI business, which is
significantly growing and highly attractive. We expect to grow at
a higher rate than the anticipated 3% annual market growth rate
until 2018. In the HNWI business, we plan to hire approximately
80 additional relationship managers and further enhance and pro-
mote our mandates offering. In 2015, we were successful with our
newly launched range of advisory mandates called Credit Suisse
Invest. The conversion rate of our clients into this new offering was
significantly above our expectations. With Credit Suisse Invest, we
offer investment solutions based on client needs and their prefer-
ences for frequency and type of advice. It is also our ambition to
be recognized as the “Bank for Entrepreneurs”. We are not only
aiming to strengthen our businesses serving HNWI, but also those
serving small and medium-size enterprises and UHNWI, two client
segments for which we have high growth ambitions. A dedicated
organizational unit was established to support the development
of joint client coverage plans between our HNWI business and
small and medium-size enterprises teams and the development
of a more focused value proposition catered to entrepreneurs. For
the UHNWI business, we aim to double our lending book, increase
our relationship manager population by 30% and gain market
share in French and Italian speaking Switzerland. In the external
asset managers business, we plan to build on our leading market
position and are well positioned to exploit the opportunities from
the ongoing consolidation of smaller banks by supporting them
in becoming external asset managers or providing them exter-
nal asset manager solutions to address their increased regulatory
requirements and pressure on gross margins.

We have significantly increased end-to-end accountability over
Swiss costs and investments by moving Swiss-specific or Swiss
platform-related corporate functions to Swiss Universal Bank.
This should allow for a more business-oriented priority setting
and faster decision making for investments. We also believe that
efficiency can be strengthened by digital initiatives and increased
automation. For instance, we launched an innovative new mobile
banking application that has received positive client feedback.
Going forward, we plan to continue to invest in our digital appli-
cations to enhance self-service capabilities for clients, improve
productivity of client-facing employees and automate front-to-back
processes.

As part of the commitment to our Swiss businesses, we also strive
to strengthen our brand and reputation by investing in targeted
marketing activities, deepening our community involvement and
contributing to the sustained development of our home market as
an employer, lender, sponsor and member of economic, social and
cultural society.
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Awards and market share momentum

Credit Suisse was highly placed in a number of key industry awards

in 2015:
Best Investment Bank in Switzerland — 2015 Awards for Excel-
lence — Euromoney
Best Trade Finance Bank in Switzerland — Global Finance
Best Sub-Custodian Bank in Switzerland — Global Finance
Best Swiss Global Custodian — R&M Consultants (London)
Best European Global Custodian — R&M Consultants (London)

INTERNATIONAL WEALTH MANAGEMENT

Business profile

In International Wealth Management we offer comprehensive
advice and a broad range of financial solutions to our private, cor-
porate and institutional clients.

Our Private Banking business offers tailored and compre-
hensive advice and financial solutions to wealthy private clients and
external asset managers in the regions of Europe, Middle East,
Africa and Latin America. We serve our clients through 1,190 rela-
tionship managers in 46 locations in 28 countries, utilizing com-
prehensive access to the broad spectrum of our global resources
and capabilities as well as access to a wide range of services and
products from third-party providers.

Our Asset Management business offers investment solutions
and services globally to a wide range of clients, including pension
funds, governments, foundations and endowments, corporations
and individuals, along with our private banking businesses. Our
capabilities span across a diversified range of asset classes with a
focus on traditional and alternative strategies.

Key data - International Wealth Management

in / end of
2015 2014 2013

Key data
Net revenues (CHF million) 4,394 4,751 4,929

Income before taxes (CHF million) 709 1,212 1,217
Assets under management (CHF billion)

— Private Banking 289.6 323.7 297.8
— Asset Management 321.3 305.2 270.1
Number of employees 9,100 8,700 8,700

Business environment

We believe that the private banking industry continues to have
attractive growth prospects in mature markets and the emerg-
ing markets covered by International Wealth Management. Assets
of HNWI and UHNWI clients within these markets are expected
to grow by approximately 6% annually from 2015 through 2018.
Wealth creation continues to be strong in Russia and Central &
Eastern Europe (10%), Middle East (10%) and Latin America (7%)
as wealth growth in these economies is fueled by an increase
in population, entrepreneurial wealth creation and technological
development. Although wealth is expected to grow at lower rates
in developed economies such as the ones of Europe (3%), these
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markets continue to be of crucial importance, holding around 20%
of the world'’s wealth.

The asset management industry continued to experience
growth in 2015, despite volatility and weaker performance of
financial markets worldwide. Developed markets rebounded as
the major drivers of net inflows, while momentum slowed in some
emerging markets. Within the asset management industry, inves-
tors continued to shift from active traditional strategies to pas-
sive, multi-asset class and alternative investment strategies. The
alternative investment industry had a continued increase in assets
under management in 2015. Within alternative investments, hedge
funds recorded inflows for 2015, despite concerns over perfor-
mance due to volatility, especially in emerging markets. The larg-
est hedge funds continued to attract the majority of new assets.
Private equity funds distributed a significant amount of capital and
continued to raise additional funds.

Over the past years, European markets have been under sig-
nificant structural pressure from regulatory changes and tax regu-
larization, a trend that continued into 2015.

Profitability has come under pressure in a prolonged environ-
ment of low interest rates and reduced fee-based margins, the
need to upgrade information technology platforms, cost of compli-
ance to new regulatory demands and adjustments to the product
offerings in response to changes in client behaviors.

Business strategy

Our private banking and asset management businesses are
among the leaders by size and reputation in our target markets and
regions. International Wealth Management is expected to contrib-
ute significantly to the Group's strategic and financial ambitions.
The following three strategic priorities will guide our decisions:

We are establishing integrated coverage teams across our private
banking, investment banking and asset management businesses
in order to provide clients with holistic coverage and access to the
bank’s wide range of capabilities. We plan to leverage our invest-
ment and research capabilities, deploying solutions and products
tailored to our clients’ needs in key markets. We also intend to
address our clients’ sophisticated financing needs by investing in
additional resources and broadening our lending activities.

Our focus on enhancing client proximity intends to capture mar-
ket share by increasing the number of our relationship manag-
ers, targeting a net increase of approximately 300 relationship
managers across our regions by the end of 2018. In addition,
we are strengthening and adapting our footprint with technology
investments at our key hubs, establishing new advisory offices and
transforming unprofitable locations towards a sustainable business
model. For lower wealth band HNWI, we plan to digitize our ser-
vice model, combining an ease of use service delivery with our
distinctive international investment offering, supported by digitally

enabled client to relationship manager interactions with a focus on
furnishing comprehensive investment advice.

We are making significant investments in processes and orga-
nizational changes to allow faster decision-making and shorter
time-to-market of our solutions. We are also increasing the local
market management'’s accountability to empower decision making.
In addition, we plan to make investments in information technology
and automation to reduce our relationship managers’ administra-
tive tasks so that they can spend more time with their clients.

ASIA PACIFIC

Business profile

Within the Asia Pacific division we offer a wide range of financial
products and services, focusing on our UHNWI, HNWI, entre-
preneur, corporate and institutional clients. We deliver integrated
client coverage to provide connectivity and access to broader
financial markets, differentiated product offerings, and tailored
financing solutions.

Our Private Banking business combines its global reach
through other divisions with a structured advisory process, offering
a broad range of comprehensive and bespoke solutions and ser-
vices that are tailored to our clients’ complex needs. We offer our
clients digital private banking access and serve them through 590
relationship managers in 13 locations across 7 countries.

Our Investment Banking business supports our key clients
by advising on all aspects of M&A transactions, corporate sales
and restructurings, divestitures and takeover defense strategies
and provides equity and debt underwriting capabilities for entre-
preneur, corporate and institutional clients. In addition, our invest-
ment banking business includes equity and fixed income sales
and trading services, and provides access to a range of debt and
equity securities, derivative products, and financing opportunities
across the capital spectrum for corporate, sovereign and institu-
tional clients.

Key data - Asia Pacific

in / end of
2015 2014 2013
Key data
Net revenues (CHF million) 3,839 3,335 3,018
Income before taxes (CHF million) 377 900 752
Assets under management (CHF billion)
— Private Banking 1560.4 160.5 121.3
Number of employees 6,700 5,900 5,500

Business environment

While equity markets in Asia Pacific were robust in 2015, particu-
larly in Hong Kong, China and India, capital markets origination in
developing Asia was subdued. Markets were driven by pronounced
volatility, particularly in China, and expectations of a US interest



rate increase, which impacted yield products, local currencies and
primary issuance levels and activity.

Financial markets in Asia Pacific continue to undergo structural
change. Industry initiatives, such as the Shanghai — Hong Kong
Stock Connect, provided increasing investor access to the onshore
market and will continue to drive investor flows. The inclusion of
China’s equity markets into worldwide indices is more probable as
such equity markets become increasingly liberalized.

Wealth management in Asia Pacific continues to offer positive
growth prospects compared to other regions. Increased entrepre-
neurial activity and a faster pace of economic growth and inno-
vation has fueled development, and wealth creation in emerging
markets is growing at a higher rate than more mature markets,
with approximately 57% of new wealth in the region being driven
by first generation entrepreneurs.

Regulatory requirements for investment advisory services in
Asia Pacific also continued to increase, including in the areas
of suitability and appropriateness of advice and anti-money
laundering.

Business strategy
Through a leading franchise in Asia Pacific, we pursue a client-
centric, capital efficient business model, allocating resources to
those parts of the business that are essential to increasing our
activities with existing and new clients. Our strategy to be rec-
ognized as the “Trusted Entrepreneurs Bank of Asia Pacific” is
rooted in multi-generational client relationships with some of the
most significant business owners in the region. Our long-term view
on ensuring consistency of coverage and business diversity sup-
ports revenue stability and attractive returns. Together with our
capacity to withstand fluctuating market conditions, this has been
critical to our ability to attract the right talent to our platform and
to foster a partnership culture with a long-term ambition. Looking
ahead, our strategic focus is on growing revenues and enhancing
the delivery of our integrated model to deliver strong returns to our
shareholders.

As such, we continue to focus our attention and resources on
the following business areas and opportunities:

Asia Pacific has a highly dynamic client base. Our integrated plat-
form, which spans industries and geographies, positions us to
address the wealth and corporate needs of the growing base of
UHNWI and entrepreneurs in the region. We have been recog-
nized as a top private bank in Asia Pacific, and as a leader in advi-
sory and capital markets activity. Our business platform connects
wealthy individuals and institutional investors where, for example,
investment banking mandates provide a source of attractive invest-
ment opportunities for UHNWI clients. We expect favorable long-
term trends in wealth creation and the opening up of financial mar-
kets which offer associated growth opportunities to accelerate our
pace of client acquisition and become an increasingly important
provider of capital and liquidity solutions to key clients.
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We benefit from having leading positions in equities and certain
fixed income markets, such as Asian rates trading. We have a top-
ranked pan-Asia equities franchise and strong structured financ-
ing capabilities. Our competitiveness is supported by our ability
to structure complex solutions across wealth and business inter-
ests and offer new products to our key clients. Continuous prod-
uct innovation and a disciplined approach to risk help to form a
baseline of profitability through market cycles. We continue to see
opportunities to deliver new investment products and services from
our investment banking platform. For example, we deliver institu-
tionalized services to the growing family office client segment from
our prime brokerage platform. We also expect financing growth to
play a positive role in supporting the long-term economic develop-
ment of Asian businesses and economies. Our financing business
benefits from our exposure to UHNWI clients, who generally are
high quality borrowers, meet strong collateral standards and are
owners of large businesses. One of our financing businesses is our
market-leading Emerging Markets Finance Group which services
a range of borrowers with structured finance solutions. We expect
to prudently build out quality credit and equity strategic financing to
our clients, while remaining mindful of market volatility.

We plan to continue to invest and grow our existing business fran-
chises where we have deep client relationships and strong, prof-
itable market positions. Having a diversified business mix of cli-
ents, countries and product areas generally provides for a stable
performance, especially in a region as dynamic as Asia Pacific,
with its variety of economic characteristics. We believe that there
is opportunity to grow our recurring fee-income base across the
region, leveraging our integrated, advisory-led model. As a number
of our peers reassess their Asia Pacific strategy and footprint, and
as competition remains fierce, we intend to continue to adjust and
innovate our business model and approach for new market entry or
business acquisition to drive incremental growth. We believe that it
is important to have a targeted client and coverage strategy cou-
pled with comprehensive client-centric capabilities to effectively
compete in Asia Pacific.

Significant transactions

We executed a number of noteworthy transactions in 2015,

reflecting the diversity of our franchise across countries, sectors

and clients.
We advised on a number of key deals in Southeast Asia; in
Malaysia, we executed Malakoff Corporation Berhad's IPO
(water and power producer), which was the third largest IPO
in Southeast Asia over the past two years; in Indonesia, we
advised on PT Hanjaya Mandala Sampoerna’s (tobacco) fol-
low-on offering and on Taiwan’s Cathay Life Insurance Com-
pany’s acquisition of a stake in Bank Mayapada Internasional
Tbk (financial services); in the Philippines, we advised on Rizal
Commercial Banking Corporation’s sale of shares to Cathay
Life Insurance Company (insurance).
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In China, we arranged Tsinghua Unigroup Company’s debut
international bond offering (construction and engineering), in
which we were sole global coordinator, book runner and lead
manager. The transaction was the largest unrated US dollar
bond offering issued by a Chinese state-owned enterprise
issuer. We also arranged financings for clients including China
National Offshore Oil Corporation (oil and gas exploration and
development), China Huarong Asset Management (financial
services) and Tencent Holdings (media and internet), and we
also advised on a private equity placement for Alibaba Pictures
Group (film and media).

In Korea, we advised on Samsung C&T Corporation’'s merger
with Cheil Industries (textiles). In Australia and New Zealand,
we advised GE Capital (financial services) on the sale of its
consumer finance business. In Pakistan, we were involved in
the government's sale of shares in Habib Bank.

Awards and market share momentum

We were highly placed in a number of key industry awards in 2015:
Best Private Bank — Asia for 2015 — Asian Private Banker
Best Provider of Asia Equity-linked Flow Structured Products
for 2015 — Asian Private Banker
Best Equity Derivatives House — Asia for the second consecu-
tive year from The Asset
Best Regional Technology, Media and Telecommunications
House for the second consecutive year from The Asset
Ranked #1 in in Overall Penetration in Asian Equity Trading
and Equity Research, Sales and Corporate Access according
to the 2015 Greenwich Survey

GLOBAL MARKETS

Business profile

Global Markets brings together our equity sales and trading and
fixed income sales and trading businesses into one division to cre-
ate a fully integrated franchise for our clients. Global Markets pro-
vides a broad range of financial products and services to client-
driven businesses and also supports the Group's private banking
businesses and their clients, most notably UHNWI. Our suite of
equity and fixed income products and services includes global
securities sales, trading and execution, prime brokerage and com-
prehensive investment research. Our clients include financial insti-
tutions, corporations, governments, institutional investors, such as
pension funds and hedge funds, and private individuals around the
world. We deliver our global markets capabilities through regional
and local teams based in both major developed and emerging mar-
ket centers. Our integrated business model enables us to gain
a deeper understanding of our clients and deliver creative, high-
value, customized solutions based on expertise from across Credit
Suisse.

Key data - Global Markets

in / end of
2015 2014 2013

Key data
Net revenues (CHF million) 7,391 8,613 8,974
Income/(loss) before taxes (CHF million) (1,944) 2,657 3,012
Number of employees 13,000 11,900 12,100

Business environment

Operating conditions in 2015 were challenging, particularly for our
fixed income businesses, in light of high levels of market volatil-
ity, lower client activity, continued uncertainty over interest rates
in the major economies, a collapse in energy prices and a sub-
dued global investment climate, particularly in the second half of
the year. Uncertainty in the interest rate and credit environment
resulted in significantly reduced issuance levels across many asset
classes, particularly high yield. In addition, given an evolving regu-
latory environment, we announced plans to right-size fixed income
businesses such as global macro products, with the aim of deliv-
ering higher profitability, lower capital usage and lower volatility
in earnings across market cycles. Market conditions were more
favorable for equity sales and trading businesses as higher vola-
tility resulted in higher trading volumes and strong client activity.
Given quantitative easing in many markets and modest increases
in gross domestic product in developed economies, we believe
equity markets should grow in the medium to long-term, thus ben-
efitting our market-leading franchises.

Business strategy

The Global Markets division combines our equities and fixed
income sales and trading platforms in the Americas and EMEA.
The division will be focused on three primary strategic goals: pri-
oritizing businesses with connectivity to our private banking clients,
optimizing capital usage and increasing profitability by ensuring
businesses deliver returns in excess of their cost of capital. We
believe that this strategy will enable us to reduce earnings volatility,
inherent in our results historically, and deliver consistent pre-tax
income from our leading franchises across market cycles.

In line with the Group strategy, Global Markets will primarily
refocus its product portfolio to enhance our private banking busi-
nesses. To achieve this, we will continue to invest in franchises
that are important to private banking clients, such as cash equities,
equity derivatives and the emerging markets group. We intend to
grow our structured notes, share-backed lending and structured
financing products while also shifting to more stable products that
generate recurring revenues. Our goal is to optimize prime ser-
vices, a key franchise for cash equities, by continuing to reduce
capital usage and increase returns and to also refocus offerings to



support UHNWI clients. We believe the repositioned Global Mar-
kets division will provide a differentiated platform to our private
banking clients by offering simplified access to markets in differ-
ent geographies, enhanced execution and clearing services and
access to structured solutions products. We will also continue to
defend and optimize our market-leading securitized products and
credit franchises, despite their limited connectivity to the private
banking businesses, given that they are expected to continue to
drive profits for the Global Markets division.

We also expect to continue downsizing our macro business,
primarily by building a capital-efficient and niche franchise in the
Americas comprised of foreign exchange and non-cleared swap
products. As a result, we have relinquished our European primary
dealership and transferred the European rates options and sec-
ondary market making in European government bonds into the
Strategic Resolution Unit.

Looking forward, we plan to holistically manage our leverage
exposures across products with a focus on allocating capital to cli-
ents and businesses that are aligned with our objectives. In 2015,
we have met both our year-end 2015 targets for risk-weighted
assets and leverage exposure, with reported risk-weighted
assets of USD 75 billion, compared to a target of approximately
USD 83-85 billion, and leverage exposure of USD 317 billion,
compared to a target of approximately USD 380 billion. We remain
committed to maintaining our announced year-end 2018 capital
targets for risk-weighted assets of approximately USD 83-85 bil-
lion and leverage exposure of approximately USD 370 billion.

Lastly, we will focus on building a profitable Global Markets
franchise by investing in and optimizing our key businesses, with
the goal of reducing earnings volatility. We plan to invest exclu-
sively in businesses that exceed their cost of capital by evaluating
them using the lower of return on risk-weighted assets or lever-
age exposure. Additionally, by combining historically separately run
equity and fixed income businesses, we are repositioning the divi-
sion to systematically create synergies across products, which is
expected to further increase profitability and returns.

INVESTMENT BANKING & CAPITAL MARKETS

Business profile

The Investment Banking & Capital Markets division offers a broad
range of investment banking products and services which include
advisory services related to M&A, divestitures, takeover defense,
restructurings and spin-offs, as well as debt and equity underwrit-
ing of public offerings and private placements. We also offer deriv-
ative transactions related to these activities. Our clients include
leading corporations, financial institutions, financial sponsors,
UHNWI and sovereign clients.

We deliver our investment banking capabilities through regional
and local teams based in both major developed and emerging mar-
ket centers. Our integrated business model enables us to deliver
high value, customized solutions that leverage the expertise offered
across Credit Suisse and that help our clients unlock capital and
value in order to achieve their strategic goals.
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Key data - Investment Banking & Capital Markets

in / end of
2015 2014 2013

Key data
Net revenues (CHF million) 1,762 2,106 2,014
Income/(loss) before taxes (CHF million) (353) 508 581
Number of employees 2,800 2,400 2,400

Business environment

2015 was a challenging year, with volatile market conditions,
reflecting increased concerns regarding the pace of global growth,
falling energy prices, currency pressures in certain markets and
uncertainty in the interest rate and credit environment. The impact
of increased volatility was felt industry-wide, reducing our clients’
risk appetite and driving declines in debt and equity underwriting
activity and fee pools. Our investment banking businesses were
affected by the sharp decline in client activity levels in line with the
industry.

Despite the slowdown in capital markets activity, M&A
remained robust, supported by low financing costs and limited
alternatives to drive earnings growth. Large deals were announced
across many active sectors as companies sought consolidation
and strategic acquisitions, particularly in healthcare, technology,
insurance, aerospace & defense, and consumer products. Indus-
try-wide announced M&A activity increased significantly compared
to 2014, with volumes outpacing the previous record set in 2007.
Credit Suisse advised on USD 795 billion of announced M&A
transaction volume in 2015, up from USD 385 billion in 2014.

Business strategy

Our strategy focuses on leveraging our global structuring and exe-
cution expertise to develop innovative financing and advisory solu-
tions for our clients. In October 2015, we announced a new strat-
egy to grow the division through a targeted plan that is designed
to generate sustainable, profitable growth and continue delivering
returns in excess of our cost of capital. Our growth plan is based
on the following key strategic priorities: rebalancing the product
mix towards M&A advisory and equity underwriting, optimizing the
client coverage footprint and launching a new initiative for UHNWI
in the US.

In 2015, we observed market activity begin to pivot away from
leveraged finance and towards advisory and equity underwriting
as the credit cycle turned. Our goal is to rebalance our product
mix to be consistent with this shift in the market by increasing our
focus on M&A advisory and equity underwriting with our clients.
We expect that refocusing our efforts on these solutions will not
only allow us to better support our clients’ strategic goals, but will
also contribute to a revenue mix that is more diversified and less
volatile through the market cycle.

We have tailored our client strategy while optimizing our head-
count and capital resources in order to deliver efficient and effective
client coverage. Our strategic objective is to expand our coverage in
high growth areas where our franchise is well-positioned. We expect
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to do this with targeted plans for investment grade corporates, non-
investment grade corporates and financial sponsors. In addition, to
support our clients looking for opportunities in developing econo-
mies, we have launched an emerging markets team that will inte-
grate this geographical coverage across all industries and products.

Lastly, as part of the effort to further differentiate and diversify
our offerings, we announced a new dedicated coverage group within
Investment Banking & Capital Markets to cover UHNWI in the US.
We believe this effort targets a meaningful untapped opportunity to
cover UHNWI who are decision-makers over an average of USD 1.6
billion in industry-wide investment banking fees each year.

Significant transactions

We executed a number of noteworthy transactions in 2015,

reflecting the diversity of our franchise.
In debt capital markets we arranged key financings for a
diverse set of clients including Charter Communications
(cable), International Game Technology (gaming), Pharmaceu-
tical Product Development (health care services), Spectrum
Brands Holdings (consumer), Chemours Company (chemicals),
Altice (cable), Berry Plastics (packaging) and The Coca-Cola
Company (beverage).
In equity capital markets we executed the IPO for Scout 24
Holding (digital marketplace), follow-on and convertible offer-
ings for Teva Pharmaceutical Industries (pharmaceuticals), fol-
low-on offering for Piraeus Bank Group (financial and banking
services), equity convertible offering for Anthem (health insur-
ance services), follow-on offering for Columbia Pipeline Group
(natural gas pipelines), follow-on offering for Aramark Corpo-
ration (food, hospitality and facilities services) and follow-on
offering for Newfield Exploration Company (oil and gas explo-
ration and production).
In M&A we advised on a number of transformational transac-
tions throughout the year, including Dell's acquisition of EMC
Corporation (technology), the sale of Precision Castparts
Corp. to Berkshire Hathaway (industrials), NXP Semiconduc-
tors’ merger with Freescale Semiconductor (semiconductors),
Solvay's acquisition of Cytec Industries (chemicals), the sale
of Cameron International Corporation to Schlumberger (oilfield
services), PartnerRe’s sale to EXOR. (reinsurance), Anthem'’s
acquisition of Cigna Corporation (health insurance services),
Lockheed Martin's acquisition of Sikorsky Aircraft (aerospace)
and Canada Pension Plan Investment Board’s acquisition of
Antares Capital from GE Capital (financial services).

STRATEGIC RESOLUTION UNIT

Business profile

The Strategic Resolution Unit was created to facilitate the immedi-
ate right-sizing of our business divisions from a capital perspective
and includes remaining portfolios from the former non-strategic
units plus transfers of additional exposures from the business divi-
sions. The primary focus of the Strategic Resolution Unit is to facil-
itate the rapid wind-down of capital and costs in order to reduce

the negative impact on the overall Group performance. From a
risk-weighted assets (excluding operational risk) and leverage
exposure perspective, the Strategic Resolution Unit is expected to
wind-down by approximately 70% by year-end 2018. Repositioned
as a separate division of the Group, the Strategic Resolution Unit
provides clearer accountability, governance and reporting.

Key data - Strategic Resolution Unit

in / end of
2015 2014 2013

Key data
Net revenues (CHF million) 413 1,168 1,630
Loss before taxes (CHF million) (2,510) (3,573) (2,5658)
Number of employees 2,100 3,400 3,800

Composition

Our Strategic Resolution Unit contains specific wind-down activi-
ties and positions previously reported in the non-strategic units that
were part of the former Private Banking & Wealth Management and
Investment Banking divisions. These units included activities relating
to the repositioning of select onshore private banking businesses,
legacy cross-border private banking businesses, activities relating to
the restructuring of the former Asset Management division, legacy
fixed income portfolios, legacy litigation and legacy funding costs.

Additional transfers from the former Investment Banking divi-
sion to the Strategic Resolution Unit included certain business exits
and selected portfolios to resize our business divisions to our new
strategic direction. Specifically, we have effected transfers from our
macro, credit, securitized products, emerging markets and equity
derivatives businesses to the Strategic Resolution Unit. From the
former Private Banking & Wealth Management division, additional
transfers include the US private banking business, select Western
European branches and legacy asset management positions.

In addition, the Strategic Resolution Unit now includes an allo-
cation of operational risk capital to establish a clear alignment of
operational risk with underlying activities.

The Strategic Resolution Unit, for reporting purposes, is split
into the following categories: restructuring of select onshore busi-
nesses which contains the onshore repositioning in select Western
European countries and the US; legacy cross-border businesses
and small markets which include the repositioning of cross-border
businesses; restructuring of the former Asset Management divi-
sion which includes portfolio divestitures and discontinued opera-
tions; legacy investment banking portfolios; and legacy funding
costs relating to non-Basel Ill compliant debt instruments.

Noncontrolling interests without significant economic interest
are reflected in the Strategic Resolution Unit and include reve-
nues and expenses from the consolidation of certain private equity
funds and other entities in which we have non-controlling interests
without significant economic interest.
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Regulation and supervision

OVERVIEW
Our operations are regulated by authorities in each of the jurisdic-
tions in which we have offices, branches and subsidiaries.

Central banks and other bank regulators, financial services
agencies, securities agencies and exchanges and self-regulatory
organizations are among the regulatory authorities that oversee
our businesses. There is coordination among many of our regula-
tors, in particular among our primary regulators in Switzerland, the
US, the EU and the UK as well as in the Asia Pacific region.

The supervisory and regulatory regimes of the countries in which
we operate determine to some degree our ability to expand into new
markets, the services and products that we are able to offer in those
markets and how we structure specific operations. We are in compli-
ance with our regulatory requirements in all material respects and in
compliance with regulatory capital requirements.

Governments and regulatory authorities around the world have
responded to the challenging market conditions beginning in 2007
by proposing and enacting numerous reforms of the regulatory
framework for financial services firms such as the Group. In par-
ticular, a number of reforms have been proposed and enacted by
regulators, including our primary regulators, which could potentially
have a material effect on our business. These regulatory develop-
ments could result in additional costs or limit or restrict the way
we conduct our business. Although we expect regulatory-related
costs and capital requirements for all major financial services firms
(including the Group) to continue to be high, we cannot predict the
likely impact of proposed regulations on our businesses or results.
We believe, however, that overall we are well positioned for regula-
tory reform, as we have reduced risk and maintained strong capi-
tal, funding and liquidity.

» Refer to “Risk factors” for further information on risks that may arise relating to
regulation.

RECENT REGULATORY DEVELOPMENTS AND
PROPOSALS

Some of the most significant regulations proposed or enacted dur-
ing 2015 and early 2016 are discussed below.

Global initiatives

Certain regulatory developments and standards are being coordi-
nated on a global basis and implemented under local law, such as
those discussed below.

On November 9, 2015, the Financial Stability Board (FSB) issued
the final total loss-absorbing capacity (TLAC) standard for global
systemically important banks (G-SIBs), which will become effec-
tive on January 1, 2019, subject to a phase-in until January 1,
2022. In order for this new standard to become effective, it must
be implemented under local law in relevant jurisdictions. The
purpose of the standard is to enhance the ability of regulators

to recapitalize a G-SIB at the point of non-viability in a manner
that minimizes systemic disruption, preserves critical functions and
limits the exposure of public sector funds. TLAC-eligible instru-
ments will include instruments that count towards satisfying mini-
mum regulatory capital requirements, as well as long-term unse-
cured debt instruments that have remaining maturities of no less
than one year, are subordinated by statute, corporate structure or
contract to certain excluded liabilities, including deposits, are held
by unaffiliated third parties and meet certain other requirements.
Excluding any applicable regulatory capital buffers that are oth-
erwise required, the minimum TLAC requirement will be at least
16% of a G-SIB's RWA as of January 1, 2019, and increase to
at least 18% as of January 1, 2022. In addition, the minimum
TLAC requirement must be at least 6% of the Basel Ill leverage
ratio denominator as of January 1, 2019, and at least 6.756% as of
January 1, 2022.

In Switzerland, on December 22, 2015, the Swiss Federal
Council published its proposed revisions to the Capital Adequacy
Ordinance and the Swiss Federal Ordinance on Banks and Sav-
ings Banks (Banking Ordinance). The proposal includes require-
ments for the Swiss G-SIB to hold TLAC of 18.0 — 22.3% of their
RWA and of 6.75 — 8.0% of their leverage ratio denominator. The
newly recalibrated system leads to total loss-absorbing capacity
(including bail-in instruments and including all buffers, except the
countercyclical buffer) of 10% of total exposure and of 28.6%
of risk-weighted assess for Swiss G-SIBs, subject to rebates. It
is expected that the new requirements will become effective as
of July 1, 2016. The requirements would be phased-in until the
end of 2019, with certain grandfathering rules for existing capital
instruments (high-trigger tier 2 and low-trigger tier 1 and tier 2
instruments).

In the US, the Board of Governors of the Federal Reserve Sys-
tem published proposed rules on November 30, 2015 that would
implement in the US the FSB’s TLAC standard. The proposed
rules would require, among other things, the US intermediate hold-
ing companies (IHC) of non-US G-SIBs, such as Credit Suisse’s
US IHC, to maintain minimum amounts of “internal” TLAC, which
would include minimum levels of tier 1 capital and long-term debt
satisfying certain eligibility criteria, and a related TLAC buffer
commencing January 1, 2019. Credit Suisse’'s US IHC would be
required to issue all such TLAC instruments to a foreign parent
entity (@ non-US entity that controls the intermediate holding com-
pany). The proposed rules would also impose limitations on the
types of financial transactions that Credit Suisse’s US IHC could
engage in.

In the UK, on December 11, 2015, the Bank of England pub-
lished for consultation a draft statement of policy on its approach
to establishing the requirement under the EU Bank Recovery
and Resolution Directive (BRRD) for certain UK entities, includ-
ing Credit Suisse International (CSI) and Credit Suisse Securities
(Europe) Limited (CSSEL), to maintain a minimum requirement
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for own funds and eligible liabilities (MREL). Similar to the FSB’s
TLAC standard, the MREL requirement obliges firms within the
scope of the BRRD to maintain a minimum level of own funds
and liabilities that can be bailed in. The draft statement of policy
reflects both the TLAC standards and the requirements of the
European Banking Authority’s (EBA) Regulatory Technical Stan-
dards on MREL. It does not propose to set TLAC requirements
in addition to MREL. Also on December 11, 2015, the Prudential
Regulation Authority (PRA) published a consultation on its super-
visory statement on MREL and its relationship to both capital and
leverage ratio buffers. Both consultation periods ended on March
11, 2016.

It is expected that other relevant jurisdictions in which Credit
Suisse maintains material operations may also implement the inter-
nal TLAC aspect of the FSB's TLAC standard.

On November 12, 2015, the International Swaps and Derivatives
Association, Inc. (ISDA) launched a new version of the ISDA Res-
olution Stay Protocol (Protocol) that expands coverage to certain
securities financing transactions (SFT). Twenty-one major global
banks, including Credit Suisse, voluntarily adhered to the Proto-
col at the time of its launch. By adhering to the Protocol, parties
agree to be bound by, or “opt in,” to certain existing and forthcom-
ing special resolution regimes to ensure that cross-border deriva-
tives and SFT are subject to statutory stays on cross-default and
early termination rights in the event a bank counterparty enters
into resolution, regardless of their governing law. These stays are
intended to facilitate an orderly resolution of a troubled bank. Stat-
utory resolution regimes have been implemented in several juris-
dictions, including Switzerland, the US and the EU. These regimes
provide resolution authorities with a broad set of tools and pow-
ers to resolve a troubled bank, including the ability to temporar-
ily stay, and under certain circumstances permanently override,
the termination rights of counterparties of a bank and its affiliates
in the event the bank enters into resolution. The Protocol intro-
duces similar stays and overrides in the event that an affiliate of
an adhering party becomes subject to proceedings under the US
Bankruptcy Code, under which no such stays or overrides cur-
rently exist. However, these provisions are not effective until cer-
tain regulations are introduced in the US.

Although other large banking groups may also adhere to the
Protocol, it is anticipated that buy-side or end-user counterpar-
ties of Credit Suisse will not voluntarily give up early termination
rights and will therefore not adhere to the Protocol. In order to
expand the scope of parties and transactions covered by the Pro-
tocol or similar contractual arrangements, the G-20 committed to
introducing regulations requiring large banking groups to include
Protocol-like provisions in certain financial contracts when facing
counterparties under foreign laws. Certain G-20 member nations
introduced such requirements in 2015, and more are expected to
do so in the coming years.

In Switzerland, the Swiss Federal Council introduced amend-
ments to the Banking Ordinance that will require banks, including

Credit Suisse, to include terms in their contracts (and in contracts
entered into by their subsidiaries) that are not governed by Swiss
law or that provide for jurisdiction outside of Switzerland that
ensure that FINMA’s stay powers under the Swiss Federal Act
on Banks and Savings Banks of November 8, 1934, as amended
(Bank Law) would be enforceable with respect to such contracts.
These requirements are set forth in the Banking Ordinance since
January 1, 2016. The Swiss Financial Market Supervisory Author-
ity FINMA (FINMA) is responsible for determining the appropriate
time for complying with this requirement in line with international
standards.

In the UK, the PRA published final rules in November 2015
requiring UK entities, including CSI and CSSEL, to ensure that
their counterparties under a broad range of financial arrangements
are subject to the stays on early termination rights under the UK
Banking Act of 2009 (UK Banking Act) that would be applicable
upon their resolution. UK entities must comply with these rules
from June 2016.

Similar requirements are expected to be introduced in the US

in 2016.
ISDA is currently in the process of developing another protocol, the
ISDA Jurisdictional Modular Protocol that is expected to facilitate
market-wide compliance with these newly introduced requirements
by both dealers, such as Credit Suisse, and their counterparties.

On March 18, 2015, the Basel Committee on Banking Supervision
(BCBS) and the International Organization of Securities Commis-
sions (IOSCO) announced a nine-month delay (from December 1,
2015 to September 1, 2016) in the start date for margin require-
ments for non-centrally cleared derivatives, subject to a specified
phase-in schedule. These changes have been reflected in the final
margin rules in certain key jurisdictions (such as Switzerland, the
US, the EU and Canada), although the timing for the publication of
those final rules and the ensuing length of time between final rule
publication and the new September 1, 2016 effective date of the
margin requirements remain unclear for other jurisdictions. Further
delay or a lack of coordination in national rulemaking processes in
these other jurisdictions could result in disruption to the derivatives
markets and Credit Suisse’s derivatives businesses.

Switzerland

As of January 1, 2013, the © Basel Ill framework was imple-
mented in Switzerland along with the Swiss © "Too Big to Fail”
legislation and regulations thereunder. Together with the related
implementing ordinances, the legislation includes capital, liquidity,
leverage and large exposure requirements, and rules for emer-
gency plans designed to maintain systemically relevant functions
in the event of threatened insolvency. Certain requirements under
the legislation, including those regarding capital, are to be phased
in through year-end 2018.

» Refer to “Liquidity and funding management” and “Capital management” in
[Il = Treasury, Risk, Balance sheet and Off-balance sheet for information regard-
ing our current regulatory framework and expected changes to this framework
affecting capital and liquidity standards.



On April 29, 2015, the Swiss Federal Council decided to bring the
Federal Act on Implementing the Revised Recommendations of
2012 of the Financial Action Task Force into force in two stages.
First, the provisions on the transparency of legal entities and bearer
shares entered into force on July 1, 2015, introducing new report-
ing obligations for shareholders of non-listed companies. Second,
other provisions, such as expanding the term “politically exposed
person”, amending the rules on the freezing of assets and intro-
ducing new predicate offenses for money laundering, entered into
force on January 1, 2016, as they required further implementation.

On Jure 19, 2015, the Swiss Parliament passed an amend-
ment to the Swiss Federal Act on the Swiss Financial Market
Supervisory Authority of June 22, 2007. The amendment provides
for an enhanced direct cooperation between entities supervised by
FINMA and foreign supervisors as well as foreign agencies per-
forming supervisory functions, and the participation of FINMA in
this process to restrict the transfer of information in certain cases.
The amendment entered into effect on January 1, 2016.

On June 19, 2015, the Swiss Parliament passed the Finan-

cial Market Infrastructure Act (FMIA), which became effective on
January 1, 2016. The FMIA contains supervisory law requirements
for the operation of financial market infrastructures and provides
rules applicable to trading in securities and derivatives for all finan-
cial market participants, in particular new derivatives trading rules.
The core purpose of the FMIA is to adjust Swiss regulation of
financial market infrastructure and derivatives trading to market
developments and international requirements, in particular the EU
regulation on over-the-counter (OTC) derivatives, central counter-
parties and trade repositories (also known as the European Market
Infrastructure Regulation, or EMIR).
On November 4, 2015, the Swiss Federal Council adopted the dis-
patch on, and drafts of, the Federal Financial Services Act (FFSA)
and the Financial Institutions Act (FinlA) and submitted them to
the Swiss Parliament. The FFSA will govern the prerequisites for
offering financial instruments and providing financial services,
including the provision of financial services to Swiss clients from
abroad on a cross-border basis. Moreover, the draft FFSA con-
tains uniform rules on prospectus requirements and introduces
the requirement to prepare a basic information document for offer-
ings of financial instruments other than shares to retail customers.
The draft FinlA provides for a differentiated supervisory regime for
financial institutions and introduces supervision of certain catego-
ries of asset managers that have previously not been subject to
supervision.

On September 25, 2015, the Swiss Parliament adopted
amendments to the anti-corruption laws related to public officials.
The scope of offenses of granting or accepting an undue advan-
tage will be expanded to include advantages that are granted to a
third party related to public officials instead of only to public officials
themselves. Additionally, the Swiss Parliament adopted amend-
ments regarding bribery in the private sector which will become a
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statutory offense under the Swiss Criminal Code instead of being
addressed only under unfair competition law.

On December 18, 2015, the Swiss Parliament adopted a federal
act on the freezing and restitution of illicitly acquired assets of
foreign politically exposed persons. This act reflects Switzerland’s
current practice in this area. It is subject to a referendum until
April 9, 2016. If a referendum is not requested, the Swiss Federal
Council will determine the date on which the act will enter into
effect.

On January 1, 2016, the Swiss Bankers Association’s revised
agreement governing the banks’ code of conduct with regard to
the exercise of due diligence entered into effect. Among other
things, the beneficial owner (controlling owner) of operative legal
entities and private companies must be identified, subject to cer-
tain exceptions.

On January 1, 2016, the revised Anti-Money Laundering Ordi-
nance entered into effect. Among other things, the revised Anti-
Money Laundering Ordinance contains more detailed provisions on
the new due diligence obligations and reporting duties for traders
set out in the Anti-Money Laundering Act.

On February 1, 2013, the Swiss Tax Administrative Assistance Act
entered into force. The act governs administrative assistance in
double taxation and international agreements that Switzerland has
entered into, which provide for the exchange of information relat-
ing to tax matters consistent with Article 26 of the Organization
for Economic Cooperation and Development (OECD) Model Tax
Convention. Under the act, administrative assistance is no longer
prohibited for group requests based on a behavioral pattern, but
so-called “fishing expeditions” are expressly prohibited. However,
group requests are only permissible with respect to information
relating to tax periods from February 1, 2013. On August 1, 2014
an amendment of the Swiss Tax Administrative Act entered into
force. The amendment allows in certain cases that the affected
taxpayer be informed after the information has been communi-
cated to the authorities of the requesting country, and the estab-
lishment of a special procedure for informing parties affected by
a group request. In September 2015, the Swiss Federal Council
initiated consultation proceedings on the revision of the Swiss Tax
Administrative Assistance Act. The revision provides for an eas-
ing of Swiss practices with regard to stolen data. The revised law
would allow, under certain circumstances, to respond to requests
if a foreign country has obtained the stolen data via normal admin-
istrative assistance channels or from public sources. The proposed
revision has not yet been approved by the Swiss Parliament.

On January 1, 2016, a new provision of the Swiss Tax Admin-
istrative Assistance Ordinance entered into force. The new pro-
vision defines the possibility of passing on the costs of interna-
tional administrative assistance to the person or financial institution
concerned.
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The European Commission has revoked the EU Savings Directive
on the taxation of savings income in the form of interest payments,
with effect from January 1, 2017 in the case of Austria, and with
effect from January 1, 2016 in the case of all other EU member
states. The revocation is subject to on-going requirements to fulfill
administrative obligations such as the reporting and exchange of
information relating to, and accounting for withholding taxes on,
payments made before those dates. The purpose of the revocation
is to prevent overlap between the EU Savings Directive and the
new automatic exchange of information (AEQI) regime to be imple-
mented under the Council Directive on Administrative Cooperation
in the field of Taxation, as amended by the Amending Cooperation
Directive.

Under the Amending Cooperation Directive, member states
are required, as of January 1, 2016 (January 1, 2017 in the case
of Austria), to provide to the tax authorities of other member states
information concerning all relevant financial income including inter-
est, dividends and other similar types of income. Information on
account balances, sale proceeds from financial assets and income
from certain insurance products is also part of the scope. Member
states will start exchanging information automatically for the first
time by September 30, 2017 (September 30, 2018 in the case of
Austria). The new regime is consistent with the Standard for Auto-
matic Exchange of Financial Account Information in Tax Matters
released by the OECD in July 2014 (Global Standard), meaning
that tax authorities of member states should be able to use one
single format for exchanging information both within and outside
the EU.

On May 27, 2015, in connection with the Amending Coop-
eration Directive, Switzerland and the EU signed an amendment
protocol to the 2004 agreement between the EU and Switzer-
land. If ratified, the amendment protocol would replace the current
withholding system implemented by Switzerland and introduce an
extended AEOI regime in accordance with the Global Standard
beginning in 2018, as well as expand the range of payments cov-
ered. The amendment is pending approval by the Swiss Parliament
and, subject to approval and an optional referendum, is expected
to enter into force on January 1, 2017. Subject to these conditions,
the EU and Switzerland intend to collect account data from 2017
and exchange it from 2018 once the necessary Swiss implement-
ing legislation enters into effect.

On June 2, 2014, the agreement on cooperation to simplify the
implementation of the Foreign Account Tax Compliance Act
(FATCA) between Switzerland and the US entered into force. The
corresponding implementing act entered into force on June 30,
2014. FATCA implementation in Switzerland is based on Model
2, which means that Swiss financial institutions disclose account
details directly to the US tax authority with the consent of the US
clients concerned, and that the US has to request data on recal-
citrant clients through normal administrative assistance channels.

The agreement is expected to reduce the administrative burden for
Swiss financial institutions associated with the implementation of
FATCA. FATCA requirements entered into force on July 1, 2014,
The Swiss Federal Council announced on October 8, 2014 that
it intends to negotiate a Model 1 intergovernmental agreement
that would replace the existing agreement, and that would instead
require Foreign Financial Institutions (FFls) in Switzerland to report
US accounts to the Swiss authorities, with an AEOI between
Swiss and US authorities. Complying with the required identifi-
cation, withholding and reporting obligations requires significant
investment in an FFI's compliance and reporting framework. We
are continuing to follow developments regarding FATCA closely
and are coordinating with all relevant authorities.

On February 23, 2015, Switzerland and Italy signed a protocol
of amendment to the double taxation agreement between Swit-
zerland and ltaly providing for an exchange of information upon
request according to the Global Standard, applicable from the date
of signing of the protocol. The protocol also includes a roadmap
to enable Italian taxpayers with untaxed accounts in Switzerland
to take part in the Italian voluntary disclosure program under the
same conditions as those in Italy or other countries before intro-
duction of AEOI. The Swiss Parliament is expected to approve the
amendment in the first half of 2016. The amendment is then sub-
ject to an optional referendum.

On December 18, 2015, the Swiss Parliament adopted the Federal
Act on the International Automatic Exchange of Information in Tax
Matters to enable the AEOI and approved the Multilateral Compe-
tent Authority Agreement on the Automatic Exchange of Financial
Account Information (MCAA). The Federal Act on the International
Automatic Exchange of Information in Tax Matters and the MCAA
are subject to an optional referendum until April 9, 2016. Provided
that no referendum takes place or that the outcome of the referen-
dum is positive, Switzerland will ratify the MCAA and the Federal
Act on the International Automatic Exchange of Information in Tax
Matters will enter into force. Subject to the laws entering into force
on January 1, 2017, first data will be collected from January 1,
2017 and be exchanged from January 1, 2018.

To date, in addition to the May 27, 2015 amendment protocol
between Switzerland and the EU, Switzerland signed joint declara-
tions with Australia, Jersey, Guernsey, Isle of Man, Iceland, Nor-
way, Japan, Canada and South Korea on the introduction of the
AEOI in tax matters on a reciprocal basis. Switzerland is negotiat-
ing the introduction of the AEOI with other countries with which it
has close economic contacts.

On December 18, 2015, the Swiss Parliament approved the
Convention on the Mutual Administrative Assistance in Tax Matters
signed by Switzerland on October 15, 2013, which is subject to an
optional referendum until April 9, 2016.



Since January 1, 2013, bilateral tax agreements between Swit-
zerland and each of the UK and Austria are in force. The agree-
ments, among other things, require a Swiss paying agent to levy a
non-refundable (final) tax at specified rates on interest, dividends
and capital gains deriving from assets, including shares of Credit
Suisse Group AG, held in accounts or deposits with a Swiss paying
agent in respect of individuals residing in the UK or Austria who
did not opt for voluntary disclosure of the interest, dividends or
capital gains to the tax authority of the country of their residence.
The final withholding tax substitutes the UK or Austrian income
tax and capital gains tax on such interest, dividends or capital
gains, unless the individuals elect for the flat-rate tax withheld to
be treated as if it were a credit allowable against the income tax or
capital gains tax due for the relevant tax year in the UK or Austria.
Subject to the new law on AEQI entering into force on January 1,
2017, Swiss paying agents will not have to apply the final withhold-
ing tax regimes from January 1, 2017, as they will have to process
the AEOI from that time also for UK and Austrian residents.

On September 11, 2015, the Swiss Federal Council submitted
a legislative bill to the Swiss Parliament proposing to extend the
current withholding tax exemption of interest paid on contingent
convertible bonds and write-down bonds approved by FINMA and
issued between January 1, 2013 and December 31, 2016, to
issuances through December 31, 2021, and to also exempt inter-
est paid on TLAC-instruments approved by FINMA and issued
between January 1, 2017 and December 31, 2021. The proposal
has been adopted by the Swiss Parliament. Subject to a subse-
quent optional referendum, the new law is expected to enter into
effect on January 1, 2017.

On November 4, 2015, the Swiss Federal Council announced
that it had mandated the Swiss Federal Finance Department to
appoint a group of experts to prepare a proposal for a reform of the
Swiss withholding tax system. The proposal is expected to, among
other things, replace the current debtor-based regime applicable
to interest payments with a paying agent-based regime for Swiss
withholding tax. This paying agent-based regime is expected to be
similar to the one contained in the draft legislation published by the
Swiss Federal Council on December 17, 2014, which was with-
drawn on June 24, 2015.

On June b, 2015, the Swiss Federal Council submitted the Cor-
porate Tax Reform Act Il to the Swiss Parliament. The act aims at
strengthening the Swiss tax system in light of the abolition of can-
tonal tax privileges for holding companies, mixed companies and
domicile companies by, among other things, introducing a patent
box, increased deductions for research and development expen-
ditures, step-up of assets, reduced capital taxes and abolition of
issue stamp tax on equity capital. Additional measures by certain
cantons include lowering the corporate income tax rates to 12.5%
or a similar range. The act is currently being deliberated by the
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Swiss Parliament. In the deliberations it was proposed to addi-
tionally introduce a notional interest deduction. The new rules are
expected to enter into force in 2019.

On January 1, 2016, the amendment to the Bank Law entered
into effect. The amendment extends FINMA's existing bank reso-
lution powers to Swiss domiciled parent companies of financial
groups and certain other unregulated Swiss-domiciled companies
belonging to financial groups, and extends FINMA's power to stay
termination or termination rights, among others, linked to resolu-
tion measures to cover all contracts. The Bank Law is currently
subject to proposed amendments by the annex to the FinlA. These
amendments would introduce a new notification requirement prior
to a Swiss bank’s acquisition of a qualified participation in a for-
eign entity and revise the bank resolution regime. The proposed
revisions to the bank resolution regime include (i) eliminating the
requirement for a bail-in to be a means of last resort to avoid insol-
vency, providing for subordination of TLAC instruments to senior
bonds and other unsubordinated claims in restructuring proceed-
ings (including any related bail-in), and (i) an automatic suspension
of voting rights of shares in a Swiss bank or bank holding company
acquired in connection with the conversion of debt into shares as
a result of a bail-in if those shares exceed 10% of such bank or
bank holding company’s total voting rights, with such suspension
continuing until FINMA has decided that such a participation is not
to the detriment of the bank or bank holding company.

us

In July 2010, the US enacted the Dodd-Frank Wall Street Reform
and Consumer Protection Act (Dodd-Frank Act), which provides
a broad framework for regulatory changes. Although rulemaking
in respect of many of the provisions of the Dodd-Frank Act has
already taken place, implementation will require further detailed
rulemaking by different regulators, including the US Department
of the Treasury (US Treasury), the US Federal Reserve (Fed), the
US Securities and Exchange Commission (SEC), the Office of the
Comptroller of the Currency (OCC), the Federal Deposit Insurance
Corporation (FDIC), the Commodity Futures Trading Commission
(CFTC) and the Financial Stability Oversight Council (FSOC), and
uncertainty remains about the final details.

On August 5, 2014, the Fed and the FDIC announced the comple-
tion of their review of our 2013 US resolution plan and the 2013
plans of the 10 other “first wave” filers. The Fed and FDIC released
a joint statement indicating that the Fed and FDIC had identified
shortcomings in the plans and that the Fed and FDIC expect “first
wave” filers, including us, to demonstrate that they are making
significant progress to address those shortcomings in their 2015
resolution plans. We reviewed the specific comments the Fed and
FDIC provided and sought to address their comments in our most
recent resolution plan, which was submitted by the July 1, 2015
deadline.
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On March 4, 2016, the Fed proposed rules that would impose
single-counterparty credit limits on large bank holding companies
and foreign banking organizations. The proposed rule would limit
the credit exposure of our IHC and of our combined US opera-
tions (including Credit Suisse AG's New York Branch (New York
Branch)) to any single counterparty, based on eligible capital held
at the IHC or the Group, respectively. The proposed rule would
apply a more stringent standard for credit exposures to major
counterparties, including other G-SIBs.

» Refer to “Liquidity and funding management” and “Capital management” in
IIl = Treasury, Risk, Balance sheet and Off-balance sheet for further information
regarding our current regulatory framework and expected changes to this frame-
work affecting capital and liquidity standards.

On February 11, 2015, the SEC published two final rules and one
proposed rule relating to the reporting and public dissemination of
security-based swap (SBS) transaction data. These rules create a
reporting regime for SBS that is generally similar to the reporting
regime that the CFTC has already created for swaps pursuant to
requirements in the Dodd-Frank Act. In certain areas, however,
differences between the SEC's and CFTC's reporting rules could
result in additional implementation costs. Also, the SEC has not
yet finalized key aspects of its SBS reporting regime, such as the
treatment of block trades, cleared transactions and certain cross-
border issues. Compliance with the SBS reporting rules by Credit
Suisse will not be required until after the SEC adopts final compli-
ance dates and the first SBS data repositories are registered with
the SEC, which may occur later in 2016.

On April 29, 2015, the SEC proposed rules that would apply
certain SEC registration, reporting and business conduct require-
ments to a SBS between a non-US SBS dealer, such as CSI or
CSSEL, and another non-US person if the SBS was arranged,
negotiated or executed by US personnel acting on behalf of the
non-US SBS dealer. On February 10, 2016, the SEC finalized the
aspect of this proposal relating to registration requirements, but it
has not yet finalized aspects of the proposal relating to reporting
or business conduct. These final rules could expand the scope of
non-US Credit Suisse entities potentially subject to registration
with the SEC beyond CSI and CSSEL. In addition, if the SEC
adopts similar final rules for reporting and business conduct, these
rules could deter non-US counterparties from interacting with our
US personnel. Mitigating these issues could require us to reor-
ganize our front office functions accordingly, which could impede
effective risk management and market making activities in SBS
based on US companies. These rules also could cause us to incur
significant additional costs in order to modify our compliance infra-
structure and controls.

On August b, 2015, the SEC adopted final rules relating to the
process for SBS dealers and major SBS participants to register
with the SEC. In addition to addressing the registration process,
the final rules contain additional requirements for non-US SBS
dealers, such as CSI or CSSEL, and major SBS participants that

are intended to promote the ability of the SEC to obtain access to
books and records and conduct examinations. We are reviewing
these requirements to determine whether they will necessitate any
changes in how Credit Suisse conducts its SBS business with US
persons or involving US-located Credit Suisse personnel. Compli-
ance with the final rules will not be required until after the SEC
completes several other rulemakings relating to SBS dealers and
major SBS participants.

On October 22 and 30, 2015, US banking regulators adopted final
margin rules for non-cleared swaps and security-based swaps
entered into by swap dealers, SBS dealers, major swap partici-
pants and major SBS participants that are banks, which include
CSlI. Likewise, on December 16, 2015, the CFTC adopted final
margin rules for non-cleared swaps (but not security-based
swaps) entered into by swap dealers and major swap participants
that are not banks, which include CSSEL. Under these rules, CSI
and CSSEL will be required to collect and post initial and varia-
tion margin for the relevant types of swaps and prohibited from
re-using initial margin. These margin requirements will be signifi-
cantly higher than current market practice, which could adversely
affect CSl's and CSSEL's derivatives sales and trading busi-
nesses by increasing the cost of and reducing demand for non-
cleared swaps and SBS. Moreover, calculation of initial margin
by use of margin models is available only if the applicable regula-
tors have approved CSI and CSSEL's margin models. Any delay
in receiving margin model approval following the effective date
of the margin requirement will mean that CSI and CSSEL will be
required to calculate initial margin using the standardized method,
which will significantly increase the cost of initial margin on such
uncleared swaps and make CSI and CSSEL less competitive in
the uncleared swaps market against other swap dealers who have
received initial margin model approval. Further, the application of
these new margin requirements will apply not only to new swaps
executed after the effective date of the rules, but also to amend-
ments and transfers of existing swaps, that would otherwise be
grandfathered. The fact that amendments and transfers of existing
swaps may subject our counterparties to higher margin require-
ments may cause such counterparties to not consent to amend-
ments and transfers that we may request, which may have adverse
impacts on Credit Suisse.

Although the US margin rules are generally consistent with
margin rules proposed in the EU, differences in the scope of prod-
ucts and entities covered by the rules, and limits on the eligibility
of CSl and CSSEL to satisfy US rules through “substituted compli-
ance” with EU rules, could impair the ability of CSI and CSSEL to
engage effectively in cross-border derivatives activities, especially
in the inter-dealer market. Availability of substituted compliance
(whether partially or in full) will depend on a further rulemaking
by the CFTC to implement a June 29, 2015 proposal address-
ing cross-border application of the CFTC margin requirements for
non-cleared swaps, as well as future comparability determinations
by the CFTC and US banking regulators. These determinations



may impose limits on the extent to which non-US swap dealers,
including CSI and CSSEL, could rely on comparable EU rules in
lieu of US rules.

The US rules will follow a phased implementation schedule,
with (i) variation margin requirements coming into effect on Sep-
tember 1, 2016 for trading among the most significant market
participants and March 1, 2017 for other covered entities, and
(if) initial margin requirements phasing in annually for different
counterparties from September 1, 2016 until September 1, 2020,
depending on the notional derivatives exposure of the counterparty
and its affiliates during the preceding March, April and May and
applying first to trading among the most significant market par-
ticipants. As a result, these rules will begin to apply to CSI and
CSSEL on September 1, 2016 for our trading with other large,
globally active swap dealers, and then will phase-in over 2016-
2020 for our trading with less active counterparties.

On August 13, 2015, the CFTC issued a no-action letter that
extends from September 30, 2015 until September 30, 2016 the
expiration date for relief from a staff advisory stating that CFTC
“transaction-level” requirements, such as mandatory clearing,
mandatory exchange trading, real-time public reporting and exter-
nal business conduct, apply to a swap between a non-US swap
dealer, such as CSI or CSSEL, and another non-US person if
the swap is arranged, negotiated or executed by US personnel or
agents of the non-US swap dealer.

On November 9, 2015, the CFTC issued a no-action letter
that extends from December 1, 2015 until December 1, 2016 the
expiration date for relief from a requirement that certain non-US
swap dealers, including CSl and CSSEL, report information about
their swaps with non-US counterparties to a US data repository.

Expiration of either of these letters without modifications to the
CFTC'’s guidance or permitting substituted compliance with the
EU rules could reduce the willingness of non-US counterparties
to trade with CSI and CSSEL, which could negatively affect our
swap trading revenue or necessitate changes to how we organize
our swap business. We continue to monitor these developments
and prepare contingency plans to comply with the final guidance
once effective.

EU

The EU, the UK and other national European jurisdictions have
also proposed and enacted a wide range of prudential, securities
and governance regulations to address systemic risk and to further
regulate financial institutions, products and markets. These pro-
posals are at various stages of the EU pre-legislative, legislative
and rule making processes, and their final form and cumulative
impact remain uncertain.

On August 30, 2015, the European Securities and Markets
Authority (ESMA) concluded that there are no obstacles to
extending the passporting regime under the Alternative Investment
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Fund Managers Directive to jurisdictions such as Guernsey, Jer-
sey or Switzerland provided that, in relation to Switzerland, cer-
tain amendments are made to the Swiss Federal Act on Stock
Exchanges and Securities Trading (SESTA). Such passporting
regime allows authorized alternative investment fund managers
to market alternative investment funds to professional investors
throughout the EU. The ESMA reached no definitive views on
extending such passport regime in relation to Hong Kong, Singa-
pore and the US.

On December 9, 2015, the European Commission approved
a compromise agreed with the European Parliament on new rules
aimed at ensuring greater accuracy and integrity of benchmarks in
financial instruments. The new benchmark regulation will govern
the activities of benchmark administrators and submitters, includ-
ing by means of a legally-binding code of conduct for contributors
of data. Stricter rules will apply to critical benchmarks, such as
those used as a reference for financial instruments or financial
contracts or for the determination of the performance of certain
investment funds. Certain restrictions and rules introduced by the
benchmark regulation will apply to Credit Suisse in its capacity as
benchmark user and contributor. It is expected that the benchmark
regulation will officially enter into force during the course of 2016
and will become applicable from 2017 onwards.

On December 14, 2015, the EBA published its final guidelines
on limits on exposures to shadow banking entities that carry out
banking activities outside the regulated framework of the Capital
Requirements Regulation. The guidelines will apply from January
1, 2017 and, along with a new definition for shadow banking, they
explain the methodology that should be used by institutions, as
part of their internal policies and procedures, for managing con-
centration risk arising from exposure to shadow banking entities.

On December 16, 2015, the Financial Conduct Authority
(FCA) and the PRA published policy statements relating to the
new accountability regime for UK branches of foreign banks,
which consists of the senior managers regime, the certification
regime and the conduct rules. Final rules are introduced to create
the new accountability framework for individuals working in UK
branches of overseas banks that are authorized to accept deposits
or deal in investments as principal in the UK. The new regime is
aimed at ensuring greater individual accountability in the banking
sector.

On January 12, 2016, the revised Payment Services Directive
(PSD2) came into force. PSD2 updates the current framework on
payment services, extending its scope to payment service provid-
ers that were previously unregulated, and improving the transpar-
ency and security of payment services. PSD2 will apply to pay-
ment services provided in the EU either where (i) both the payer’s
and the payee’s payment service provider are located in the EU, or
(if) where only one payment service provider is located in the EU.
The PSD2 will also regulate two new payment services relating
to the provision of payment initiation and account information ser-
vices. EU member states must transpose PSD2 into their national
legislation by January 13, 2018.
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On November 13, 2015, the European Commission announced
that it had determined five countries to have the equivalent regula-
tory regimes for central counterparties as the EU, namely Switzer-
land, Canada, Mexico, South Africa and South Korea. On Febru-
ary 10, 2016, the European Commission published a statement
setting out the agreed approach with the CFTC regarding the
requirements for transatlantic central counterparties (CCPs). The
agreement reached between the European Commission and the
CFTC is intended to facilitate the EU CCPs’ ability to operate in
the US, as well as the US CCPs’ ability to provide services to
EU companies. The European Commission’s equivalence deci-
sion under EMIR with respect to CFTC requirements for US CCPs
was adopted on March 15, 2016 and published in the EU Official
Journal on March 16, 2016. The equivalence decision will enter
into force on April 5, 2016 paving the way for the recognition by
ESMA of CFTC-registered US CCPs whose internal rules and
procedures meet the conditions set out in the decision. The CFTC
has adopted on March 16, 2016 a substituted compliance frame-
work for dually-registered EU CCPs, together with a comparabil-
ity determination with respect to certain EU CCP requirements
and a no-action letter providing limited relief from the application
of CFTC requirements to certain aspects of a derivatives clear-
ing organization (DCO)/CCP's non-US clearing activities, which
became effective immediately upon the determination’s publication
in the Federal Register on March 22, 2016.

On December 21, 2015, the European Commission Delegated
Regulation concerning the regulatory technical standards on the
clearing obligation for certain classes of interest rate OTC deriva-
tives under EMIR entered into force. The regulation governs cer-
tain interest rate swaps such as basis swaps, fixed-to-float interest
rate swaps, forward rate agreements and overnight index swaps. It
recognizes the fact that different types of counterparties need dif-
ferent periods of time for making arrangements to clear the inter-
est rate OTC derivatives subject to the clearing obligation. Accord-
ingly, the implementation dates for these clearing obligations range
from June 21, 2016 to December 21, 2018 with the frontloading
obligation coming into effect for the largest market participants in
respect of contracts entered into or novated on or after February
21, 2016. EMIR margin requirements for non-cleared OTC deriva-
tives will come into effect on September 1, 2016.

On March 8, 2016 the EBA, the ESMA and the European
Insurance and Occupational Pensions Authority (EIOPA) published
draft final implementing rules requiring the two-way exchange of
initial and variation margin for non-centrally cleared OTC deriva-
tives, which are consistent with the international standards adopted
by the BCBS and the IOSCO. Other third country jurisdictions (e.g.
U.S, Japan, Hong Kong, Singapore) are also implementing the
BCBS/IOSCO international standards, and the extent to which the
EU and other third country regulators will recognize each other’s
rules remains unclear. The resulting potential for conflicting and/
or duplicative rules may increase the cost of trading non-centrally
cleared OTC derivative contracts. Once finalized through adop-
tion by the European Commission and referral to the European

Parliament and the European Council, the rules will come into
effect following a phased implementation schedule that is consis-
tent with the BCBS/IOSCO schedule. Accordingly, the application
of the final EU margin rules will become effective on September
1, 2016 for our trading of in-scope non-cleared OTC derivative
contracts with other large, globally active swap dealers, and will
be phased-in over 2016-2020 for our trading with other affected
smaller derivatives market participants.

On January 12, 2016, the regulation on transparency of secu-
rities financing transactions entered into force with certain provi-
sions applying from that date and other provisions being phased-in.
The regulation requires that counterparties to securities financing
transactions report the details of any securities financing trans-
actions to a trade repository and allows them to reuse financial
instruments received as collateral subject to certain conditions.

On January 7, 2016, the European Commission Implementing
Directive on reporting to competent authorities actual or potential
infringements of the EU Market Abuse Regulation (MAR) entered
into force and must be transposed by EU member states into
national law by July 3, 2016. MAR requires EU member states to
ensure that competent authorities establish mechanisms to enable
infringements of MAR to be reported to the authorities. Different
communication channels will be implemented by the competent
authorities and adequate protection will be provided to whistle-
blowers against retaliation, discrimination or any other type of
unfair treatment from their employers.

11 EU member states have taken forward a proposal for a com-
mon financial transaction tax (FTT) in Austria, Belgium, Estonia,
France, Germany, Greece, Italy, Portugal, Slovakia, Slovenia and
Spain (participating member states). If approved in the proposed
form, the tax would apply to a wide range of financial transactions,
including minimum rates of 0.01% for derivative products and 0.1%
for other financial instruments. Generally, the proposed tax would
apply to certain financial transactions where at least one party is
a financial institution, and at least one party is established in a
participating member state. The FTT proposal remains subject to
negotiation among the participating member states and the legality
of the proposal is uncertain (it will require unanimous agreement
of at least nine member states to become effective). Additional
EU member states may decide to participate and/or certain of
the participating member states may decide to withdraw. Where a
participating member state already has a financial transaction tax
in place, such as France and Italy, the FTT would be expected to
replace those existing national FTT regimes. In December 2015,
a joint statement was issued by the participating member states
(other than Estonia), indicating an intention to make decisions on
the remaining open issues by the end of June 2016. If the FTT
is implemented as proposed, certain transactions carried out by
Credit Suisse institutions in participating member states, or by



Credit Suisse entities with a party established in a participating
member state, will be subject to the tax.

UK

With effect from January 1, 2015, changes have been made pri-
marily to the UK Banking Act, the Financial Services and Markets
Act 2000 (FSMA) and the Insolvency Act 1986 in order to reflect
the BRRD requirements in relation to the recovery and resolu-
tion regime. Extensive changes were made to the special resolu-
tion regime (SRR) through the UK Banking Act to cover matters
related to the special resolution objectives, the conditions for trig-
gering the SRR, the asset separation tool, the government'’s stabi-
lization options and the write down of capital instruments, as well
as the implementation of the bail-in tool. Furthermore, as a result
of the changes introduced by the BRRD, the Bank of England, the
PRA and the FCA have been granted additional powers to manage
the recovery and resolution process of the relevant credit institu-
tions subject to this regime.

On November 13, 2015, the PRA set out final rules on con-
tractual stays in financial contracts governed by third-country law.
The purpose of the rules is to ensure that resolution action taken
in relation to a relevant firm would not immediately lead to the
early termination of those of its financial arrangements governed
by third-country law, while similar financial arrangements governed
by the laws of the UK or another EU jurisdiction are stayed. These
rules apply to counterparties of UK firms, PRA-authorized banks,
and to credit institutions and financial institutions that are subsid-
iaries of PRA-authorized banks. The rules will come into effect on
June 1, 2016.

REGULATORY FRAMEWORK

The principal regulatory structures that apply to our operations are
discussed below.

Switzerland

Although Credit Suisse Group is not a bank according to the Bank
Law and the Banking Ordinance, the Group is required, pursuant
to the provisions on consolidated supervision of financial groups
and conglomerates of the Bank Law, to comply with certain
requirements for banks. Such requirements include capital ade-
quacy, solvency and risk concentration on a consolidated basis,
and certain reporting obligations. Our banks in Switzerland are
regulated by © FINMA on a legal entity basis and, if applicable, on
a consolidated basis.

Our banks in Switzerland operate under banking licenses
granted by FINMA pursuant to the Bank Law and the Banking
Ordinance. In addition, certain of these banks hold securities
dealer licenses granted by FINMA pursuant to the SESTA.

FINMA is the sole bank supervisory authority in Switzerland
and is independent from the Swiss National Bank (SNB). Under
the Bank Law, FINMA is responsible for the supervision of the
Swiss banking system. The SNB is responsible for implementing
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the government’s monetary policy relating to banks and securities
dealers and for ensuring the stability of the financial system. Under
the © "Too Big to Fail” legislation, the SNB is also responsible for
determining which banks in Switzerland are systemically relevant
banks and which functions are systemically relevant in Switzerland.
The SNB has identified the Group as a systemically relevant bank.

Our banks in Switzerland are subject to close and continu-
ous prudential supervision and direct audits by FINMA. Under
the Bank Law, our banks are subject to inspection and supervi-
sion by an independent auditing firm recognized by FINMA, which
is appointed by the bank’s shareholder meeting and required to
perform annual audits of the bank’s financial statements and to
assess whether the bank is in compliance with laws and regula-
tions, including the Bank Law, the Banking Ordinance and FINMA
regulations.

Swiss banks are subject to the © Basel Ill framework and
the Swiss “Too Big to Fail” legislation and regulations thereun-
der, which include capital, liquidity, leverage and large exposure
requirements, and rules for emergency plans designed to main-
tain systemically relevant functions in the event of threatened
insolvency.

Our regulatory capital is calculated on the basis of accounting
principles generally accepted in the US, with certain adjustments
required by, or agreed with, FINMA.

» Refer to “Liquidity and funding management” and “Capital management” in
[Il - Treasury, Risk, Balance sheet and Off-balance sheet for further information
regarding our current regulatory framework and expected changes to this frame-
work affecting capital and liquidity standards.

Under Swiss banking law, banks and securities dealers are
required to manage risk concentration within specific limits. Aggre-
gated credit exposure to any single counterparty or a group of
related counterparties must bear an adequate relationship to the
bank’s adjusted eligible capital (for systemically relevant banks like
us, to their core tier 1 capital) taking into account counterparty
risks and © risk mitigation instruments.

Under the Bank Law and SESTA, Swiss banks and securities
dealers are obligated to keep confidential the existence and all
aspects of their relationships with customers. These customer con-
fidentiality laws do not, however, provide protection with respect to
criminal offenses such as insider trading, money laundering, terror-
ist financing activities, tax fraud or evasion or prevent the disclo-
sure of information to courts and administrative authorities.

Swiss rules and regulations to combat money laundering and
terrorist financing are comprehensive and require banks and other
financial intermediaries to thoroughly verify and document cus-
tomer identity before commencing business. In addition, these
rules and regulations include obligations to maintain appropriate
policies for dealings with politically exposed persons and proce-
dures and controls to detect and prevent money laundering and
terrorist financing activities, including reporting suspicious activities
to authorities.

Since January 1, 2010, compensation design and its imple-
mentation and disclosure must comply with standards promulgated
by FINMA under its Circular on Remuneration Schemes.
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Our securities dealer activities in Switzerland are conducted
primarily through the Bank and are subject to regulation under
SESTA, which regulates all aspects of the securities dealer busi-
ness in Switzerland, including regulatory capital, risk concentra-
tion, sales and trading practices, record-keeping requirements and
procedures and periodic reporting procedures. Securities dealers
are supervised by FINMA.

Our asset management activities in Switzerland, which include
the establishment and administration of mutual funds registered for
public distribution, are conducted under the supervision of FINMA.

The Banking Insolvency Ordinance-FINMA (the Banking Insol-
vency Ordinance) governs resolution (i.e., restructuring or liquida-
tion) procedures of Swiss banks and securities dealers, such as
Credit Suisse AG, and of Swiss domiciled parent companies of
financial groups, such as Credit Suisse Group AG, and certain
other unregulated Swiss-domiciled companies belonging to finan-
cial groups. Instead of prescribing a particular resolution concept,
the Banking Insolvency Ordinance provides FINMA with a sig-
nificant amount of authority and discretion in the case of resolu-
tion, as well as various restructuring tools from which FINMA may
choose.

FINMA may open resolution proceedings if there is justified
concern that the relevant Swiss bank (or Swiss domiciled par-
ent companies of financial groups and certain other unregulated
Swiss-domiciled companies belonging to financial groups) is over-
indebted, has serious liquidity problems or no longer fulfills capital
adequacy requirements. Resolution proceedings may only take the
form of restructuring (rather than liquidation) proceedings if (i) the
recovery of, or the continued provision of individual banking ser-
vices by, the relevant bank appears likely and (i) the creditors of
the relevant bank are likely better off in restructuring proceedings
than in liquidation proceedings. All realizable assets in the relevant
entity’s possession will be subject to such proceedings, regardless
of where they are located.

If FINMA were to open restructuring proceedings with respect
to Credit Suisse AG or since January 1, 2016 Credit Suisse Group
AG, it would have discretion to take decisive actions, including (i)
transferring the assets of the bank or Credit Suisse Group AG, as
applicable, or a portion thereof, together with its debt and other
liabilities, or a portion thereof, and contracts, to another entity,
(i) staying (for a maximum of two working days) the termination
of, and the exercise of rights to terminate netting rights, rights to
enforce or dispose of certain types of collateral or rights to trans-
fer claims, liabilities or certain collateral, under contracts to which
the bank or Credit Suisse Group AG, as applicable, is a party, (iii)
converting the debt of the bank or Credit Suisse Group AG, as
applicable, into equity (debt-to-equity swap), and/or (iv) partially or
fully writing off the obligations of the bank or Credit Suisse Group
AG, as applicable (haircut).

Prior to any debt-to equity swap or haircut, outstanding equity
capital and debt instruments issued by Credit Suisse AG or Credit
Suisse Group AG that are part of its regulatory capital (including
outstanding high trigger capital instruments and low trigger capital
instruments) must be converted or written-off (as applicable) and
cancelled. Any debt-to-equity swap, (but not any haircut) would
have to follow the hierarchy of claims to the extent such debt is not
excluded from such conversion by the Banking Insolvency Ordi-
nance. Contingent liabilities of Credit Suisse AG or Credit Suisse
Group AG such as guarantees could also be subjected to a debt-
to-equity swap or a haircut, to the extent amounts are due and
payable thereunder at any time during restructuring proceedings.

For systemically relevant institutions such as Credit Suisse AG
and Credit Suisse Group AG, creditors have no right to reject the
restructuring plan approved by FINMA.

us

Our banking operations are subject to extensive federal and state
regulation and supervision in the US. Our direct US offices are
composed of our New York Branch and representative offices in
Callifornia. Each of these offices is licensed with, and subject to
examination and regulation by, the state banking authority in the
state in which it is located.

Our New York Branch is licensed by the New York Superinten-
dent of Financial Services (Superintendent), examined by the New
York State Department of Financial Services, and subject to laws
and regulations applicable to a foreign bank operating a New York
branch. Under the New York Banking Law, our New York Branch
must maintain eligible assets with banks in the state of New York.
The amount of eligible assets required, which is expressed as a
percentage of third-party liabilities, would increase if our New York
Branch is no longer designated well rated by the Superintendent.

The New York Banking Law authorizes the Superintendent to
seize our New York Branch and all of Credit Suisse AG’s business
and property in New York State (which includes property of our
New York Branch, wherever it may be located, and all of Credit
Suisse AG'’s property situated in New York State) under circum-
stances generally including violations of law, unsafe or unsound
practices or insolvency. In liquidating or dealing with our New York
Branch’s business after taking possession, the Superintendent
would only accept for payment the claims of depositors and other
creditors (unaffiliated with us) that arose out of transactions with
our New York Branch. After the claims of those creditors were
paid out of the business and property of the Bank in New York, the
Superintendent would turn over the remaining assets, if any, to us
or our liquidator or receiver.

Under New York Banking Law and US federal banking laws,
our New York Branch is generally subject to single borrower
lending limits expressed as a percentage of the worldwide capi-
tal of the Bank. Under the Dodd-Frank Act, lending limits take
into account credit exposure arising from derivative transactions,
securities borrowing and lending transactions and repurchase and
reverse repurchase agreements with counterparties.



Our operations are also subject to reporting and examination
requirements under US federal banking laws. Our US non-banking
operations are subject to examination by the Fed in its capacity as
our US umbrella supervisor. The New York Branch is also subject
to examination by the Fed and is subject to federal banking law
requirements and limitations on the acceptance and maintenance
of deposits. Because the New York Branch does not engage in
retail deposit taking, it is not a member of, and its deposits are not
insured by, the FDIC.

US federal banking laws provide that a state-licensed branch
(such as the New York Branch) or agency of a foreign bank may
not, as a general matter, engage as principal in any type of activ-
ity that is not permissible for a federally licensed branch or agency
of a foreign bank unless the Fed has determined that such activity
is consistent with sound banking practice. In addition, regulations
which the FSOC and the Fed may adopt could affect the nature
of the activities which the Bank (including the New York Branch)
may conduct, and may impose restrictions and limitations on the
conduct of such activities.

The Fed may terminate the activities of a US branch or agency
of a foreign bank if it finds that the foreign bank: (i) is not subject
to comprehensive supervision in its home country; (i) has violated
the law or engaged in an unsafe or unsound banking practice in
the US; or (iii) for a foreign bank that presents a risk to the stability
of the US financial system, the home country of the foreign bank
has not adopted, or made demonstrable progress toward adopting,
an appropriate system of financial regulation to mitigate such risk.

Credit Suisse Group and the Bank became financial holding
companies for purposes of US federal banking law in 2000 and,
as a result, may engage in a broad range of non-banking activities
in the US, including insurance, securities, private equity and other
financial activities, in each case subject to regulatory requirements
and limitations. Credit Suisse Group is still required to obtain the
prior approval of the Fed (and potentially other US banking regula-
tors) before acquiring, directly or indirectly, the ownership or con-
trol of more than 5% of any class of voting shares of (or otherwise
controlling) any US bank, bank holding company or many other
US depositary institutions and their holding companies, and as a
result of the Dodd-Frank Act, before making certain acquisitions
involving large non-bank companies. The New York Branch is also
restricted from engaging in certain tying arrangements involving
products and services, and in certain transactions with certain of
its affiliates. If Credit Suisse Group or the Bank ceases to be well-
capitalized or well-managed under applicable Fed rules, or oth-
erwise fails to meet any of the requirements for financial holding
company status, it may be required to discontinue certain financial
activities or terminate its New York Branch. Credit Suisse Group’s
ability to undertake acquisitions permitted by financial holding
companies could also be adversely affected.

Credit Suisse is also subject to the so-called “Volcker Rule”,
which limits the ability of banking entities to sponsor or invest in cer-
tain private equity or hedge funds, broadly defined, and to engage
in certain types of proprietary trading for their own account. These
restrictions are subject to certain exclusions and exemptions,
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including with respect to underwriting, market-making, risk-miti-
gating hedging and certain asset and fund management activities,
and with respect to certain transactions and investments occurring
solely outside of the US. The Volcker Rule requires banking enti-
ties to establish an extensive array of compliance policies, proce-
dures and quantitative metrics reporting designed to ensure and
monitor compliance with restrictions under the Volcker Rule. It also
requires an annual attestation either by the CEO of the top-tier for-
eign banking organization or the senior management officer in the
US as to the implementation of a compliance program reasonably
designed to achieve compliance with the Volcker Rule. The Volcker
Rule’s implementing regulations became effective in April 2014
and Credit Suisse was generally required to come into compliance
with the Volcker Rule by July 2015, with the exception of certain
investments and relationships with private equity funds and hedge
funds that were in place prior to December 31, 2013, for which
the Fed has extended the compliance deadline to July 21, 2016
and indicated its intention to grant a further one-year extension to
July 21, 2017. Credit Suisse implemented a Volcker Rule compli-
ance program reasonably designed to satisfy the requirements of
the Volcker Rule by the July 21, 2015 deadline. The Volcker Rule’s
implementing regulations are highly complex and may be subject
to further regulatory interpretation and guidance, and its full impact
will not be known with certainty for some time.

Fed regulations implementing the Dodd-Frank Act require
Credit Suisse to create a single US IHC to hold substantially all
of its US subsidiaries with limited exceptions by July 1, 2016. The
IHC requirement does not apply to the New York Branch. The IHC
will be subject to US risk-based capital and leverage requirements
that are largely consistent with the Basel Il framework published
by the BCBS, though they diverge in several important respects
due to the requirements of the Dodd-Frank Act. The IHC may
become subject to additional requirements under the Fed’s pro-
posed TLAC framework for IHCs, described above. In addition,
both the IHC itself and the combined US operations of Credit
Suisse (including the IHC and the New York Branch) are subject
to other new prudential requirements, including with respect to
liquidity risk management, separate liquidity buffers for each of the
IHC and the New York Branch, and stress testing. Under propos-
als that remain under consideration, the IHC and the combined
US operations of Credit Suisse may become subject to limits on
credit exposures to any single counterparty, and the combined
US operations of Credit Suisse may also become subject to an
early remediation regime which could be triggered by risk-based
capital, leverage, stress tests, liquidity, risk management and mar-
ket indicators. The Fed has also indicated that it is considering
future rulemakings that could apply the US rules implementing the
Basel lll LCR to the US operations of certain large foreign banking
organizations.

A major focus of US policy and regulation relating to financial
institutions has been to combat money laundering and terrorist
financing. These laws and regulations impose obligations to main-
tain appropriate policies, procedures and controls to detect, pre-
vent and report money laundering and terrorist financing, verify the
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identity of customers and comply with economic sanctions. Any
failure to maintain and implement adequate programs to combat
money laundering and terrorist financing, and violations of such
economic sanctions, laws and regulations, could have serious legal
and reputational consequences. We take our obligations to prevent
money laundering and terrorist financing in the US and globally
very seriously, while appropriately respecting and protecting the
confidentiality of clients. We have policies, procedures and train-
ing intended to ensure that our employees comply with “know your
customer” regulations and understand when a client relationship or
business should be evaluated as higher risk for us.

The Dodd-Frank Act requires issuers with listed securities to
establish a claw-back policy to recoup erroneously awarded com-
pensation in the event of an accounting restatement.

Our US broker-dealers are subject to extensive regulation by US
regulatory authorities. The SEC is the federal agency primarily
responsible for the regulation of broker-dealers, investment advis-
ers and investment companies. In addition, the US Treasury has
the authority to promulgate rules relating to US Treasury and gov-
ernment agency securities, the Municipal Securities Rulemaking
Board (MSRB) has the authority to promulgate rules relating to
municipal securities, and the MSRB also promulgates regulations
applicable to certain securities credit transactions. In addition, bro-
ker-dealers are subject to regulation by securities industry self-
regulatory organizations, including the Financial Industry Regula-
tory Authority (FINRA), and by state securities authorities.

Our US broker-dealers are registered with the SEC and our
primary US broker-dealer is registered in all 50 states, the District
of Columbia, Puerto Rico and the US Virgin Islands. Our US reg-
istered entities are subject to extensive regulatory requirements
that apply to all aspects of their business activity, including where
applicable: capital requirements; the use and safekeeping of cus-
tomer funds and securities; the suitability of customer investments;
record-keeping and reporting requirements; employee-related
matters; limitations on extensions of credit in securities transac-
tions; prevention and detection of money laundering and terrorist
financing; procedures relating to research analyst independence;
procedures for the clearance and settlement of trades; and com-
munications with the public.

Our US broker-dealers are also subject to the SEC’s net capi-
tal rule, which requires broker-dealers to maintain a specified level
of minimum net capital in relatively liquid form. Compliance with
the net capital rule could limit operations that require intensive
use of capital, such as underwriting and trading activities and the
financing of customer account balances and also could restrict our
ability to withdraw capital from our broker-dealers. Our US broker-
dealers are also subject to the net capital requirements of FINRA
and, in some cases, other self-regulatory organizations.

Our securities and asset management businesses include legal
entities registered and regulated as a broker-dealer and invest-
ment adviser by the SEC. The SEC-registered mutual funds that

we advise are subject to the Investment Company Act of 1940.
For pension fund customers, we are subject to the Employee
Retirement Income Security Act of 1974 and similar state statutes.
The Dodd-Frank Act grants the SEC discretionary rule-making
authority to impose a new fiduciary standard on brokers, dealers
and investment advisers and expands the extraterritorial jurisdic-
tion of US courts over actions brought by the SEC or the US with
respect to violations of the antifraud provisions in the Securities
Act of 1933, Securities Exchange Act of 1934 and Investment
Advisers Act of 1940. It also requires broader regulation of hedge
funds and private equity funds, as well as credit rating agencies.

The CFTC is the federal agency primarily responsible for the regu-
lation of futures commission merchants, commodity pool opera-
tors and commodity trading advisors. With the effectiveness of
the Dodd-Frank Act, these CFTC registration categories have
been expanded to include persons engaging in a relevant activity
with respect to swaps, and new registration categories have been
added for swap dealers and major swap participants. For futures
and swap activities, these CFTC registrants are subject to futures
industry self-regulatory organizations such as the National Futures
Association (NFA).

Each of CSI and CSSEL is registered with the CFTC as a
swap dealer as a result of its swap activities with US persons and
is therefore subject to requirements relating to reporting, record-
keeping, swap confirmation, swap portfolio reconciliation and com-
pression, mandatory clearing, mandatory exchange-trading, swap
trading relationship documentation, external business conduct, risk
management, chief compliance officer duties and reports, internal
controls, and margin requirements. It is anticipated that the CFTC
will in 2016 or 2017 finalize rules related to capital requirements
and position limits, as well as potentially expand the scope of its
mandatory clearing and exchange-trading requirements to cover
certain types of foreign exchange transactions.

One of our US broker-dealers, Credit Suisse Securities (USA)
LLC, is also registered as a futures commission merchant and
subject to the capital, segregation and other requirements of the
CFTC and the NFA.

Our asset management businesses include legal entities regis-
tered and regulated as commodity pool operators and commodity
trading advisors by the CFTC and the NFA.

In addition, we expect the SEC to finalize some of its rules
implementing the derivatives provisions of the Dodd-Frank Act
during 2016. While the SEC’s proposals have largely paralleled
many of the CFTC's rules, significant differences between the final
CFTC and SEC rules could materially increase the compliance
costs associated with, and hinder the efficiency of, our equity and
credit derivatives businesses with US persons. In particular, sig-
nificant differences between the SEC rules regarding capital, mar-
gin and segregation requirements for OTC derivatives and related
CFTC rules, as well as the cross-border application of SEC and
CFTC rules, could have such effects.



FATCA became law in the US on March 18, 2010. The legis-
lation requires FFls (such as Credit Suisse) to enter into an FFI
agreement and agree to identify and provide the US Internal Rev-
enue Service (IRS) with information on accounts held by US per-
sons and certain US-owned foreign entities, or otherwise face
30% withholding tax on withholdable payments. In addition, FFls
that have entered into an FFI agreement will be required to with-
hold on such payments made to FFls that have not entered into
an FFl agreement, account holders who fail to provide sufficient
information to classify an account as a US or non-US account,
and US account holders who do not agree to the FFI reporting
their account to the IRS. Switzerland and the US entered into a
“Model 2" intergovernmental agreement to implement the report-
ing and withholding tax provisions of FATCA that became effective
on June 2, 2014. FATCA requirements entered into force on July
1, 2014. The intergovernmental agreement enables FFls in Swit-
zerland to comply with FATCA while remaining in compliance with
Swiss law. Under the agreement, US authorities may ask Swiss
authorities for administrative assistance in connection with group
requests where consent to provide information regarding poten-
tial US accounts is not provided to the FFI. The Swiss Federal
Council announced on October 8, 2014 that it intends to negotiate
a Model 1 intergovernmental agreement that would replace the
existing agreement, and that would instead require FFls in Switzer-
land to report US accounts to the Swiss authorities, with an AEQOI
between Swiss and US authorities. Complying with the required
identification, withholding and reporting obligations requires sig-
nificant investment in an FFI's compliance and reporting frame-
work. We are continuing to follow developments regarding FATCA
closely and are coordinating with all relevant authorities.

The Dodd-Frank Act also establishes an “Orderly Liquidation
Authority”, a new regime for the orderly liquidation of systemi-
cally significant non-bank financial companies, which could poten-
tially apply to certain of our US entities. The Secretary of the US
Treasury may under certain circumstances appoint the FDIC as
receiver for a failing financial company in order to prevent risks
to US financial stability. The FDIC would then have the author-
ity to charter a “bridge” company to which it can transfer assets
and liabilities of the financial company, including swaps and other
qualified financial contracts, in order to preserve the continuity of
critical functions of the financial company. The FDIC has indicated
that it prefers a single-point-of-entry strategy, although it retains
the ability to resolve individual financial companies. On February
17, 2016, the FDIC and SEC proposed rules that would clarify the
application of the Securities Investor Protection Act in a receiver-
ship for a systemically significant broker-dealer under the Dodd-
Frank Act’s Orderly Liquidation Authority. In addition, the Dodd-
Frank Act and related rules promulgated by Fed and the FDIC
require bank holding companies with total consolidated assets of
USD 50 billion or more, such as us, and certain designated non-
bank financial firms to submit annually to the Fed and the FDIC
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resolution plans describing the strategy for rapid and orderly reso-
lution under the US Bankruptcy Code or other applicable insol-
vency regimes, though such plans may not rely on the Orderly
Liquidation Authority.

EU

Since it was announced in 1999, the EU’s Financial Services
Action Plan has given rise to numerous measures (both directives
and regulations) aimed at increasing integration and harmonization
in the European market for financial services. While regulations
have immediate and direct effect in EU member states, directives
must be implemented through national legislation. As a result, the
terms of implementation of directives are not always consistent
from country to country. In response to the financial crisis and
in order to strengthen European supervisory arrangements, the
EU established the European Systemic Risk Board, which has
macro-prudential oversight of the financial system. The EU has
also established three supervisory authorities responsible for pro-
moting greater harmonization and consistent application of EU leg-
islation by national regulators: the EBA, the ESMA and the EIOPA.

The Capital Requirements Directive IV and Capital Require-
ments Regulation (CRD IV) came into force on January 1, 2014,
The CRD IV package implemented in various EU countries, includ-
ing the UK, the Basel Il capital framework for banking groups
operating in the EU. CRD IV wholly replaced the current Capi-
tal Requirements Directive, which implemented the Basel Il capi-
tal framework. CRD IV creates a single prudential rule book for
banks, introduces new corporate governance and certain new
remuneration requirements, including a cap on variable remunera-
tion, and enhances the powers of regulators.

The existing Markets in Financial Instruments Directive (MiFID
) establishes high-level organizational and business conduct stan-
dards that apply to all investment firms. These include standards
for managing conflicts of interest, best execution, enhanced inves-
tor protection, including client classification, and the requirement
to assess suitability and appropriateness in providing investment
services to clients. MiFID | sets standards for regulated markets
(i.e., exchanges) and multilateral trading facilities, and sets out pre-
trade and post-trade price transparency requirements for equity
trading. MiFID [ also sets standards for the disclosure of fees and
other payments received from or paid to third parties in relation
to investment advice and services and regulates investment ser-
vices relating to commodity derivatives. In relation to these and
other EU-based investment services and activities, MiFID [ intro-
duced a “passport” for investment firms, enabling them to con-
duct cross-border activities and establish branches throughout the
EU on the basis of authorization from their home state regula-
tor. MiFID | will be significantly reformed by the Revised Markets
in Financial Instruments Directive (MiFID Il) and the Markets in
Financial Instruments Regulation (MIFIR), which entered into force
on July 2, 2014. The European Commission has recently pro-
posed a one-year extension to the application date of MiFID Il and
MiFIR from January 3, 2017 to January 3, 2018. Such changes
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include the creation of a new category of trading venue, that is,
the organized trading facility; measures to direct more trading onto
regulated trading venues such as regulated markets, multilateral
trading facilities and organized trading facilities; and an extension
of pre and post-trade transparency requirements to equity-like
fixed income and derivative financial instruments. There will also
be new safeguards introduced for high frequency and algorithmic
trading activities, requiring the authorization of firms engaging in
such trading activities and the proper supervision of high frequency
and algorithmic traders. These safeguards are intended to guard
against the possible market distortion that high frequency and
algorithmic trading could bring about. ESMA provided technical
advice to the European Commission on the possible content of the
delegated acts required by several provisions of MiFID Il and MIFIR
in December 2014. The final report on the draft implementing
technical standards under MiFID Il was published on December
11, 2015. The final report on the draft regulatory and implementing
technical standards MiFID II/MiFIR was published on September
28, 2015.

The Single Supervisory Mechanism Framework Regulation has
entered into force and it empowers the European Central Bank
(ECB) to act as a single supervisor for banks in the 17 Eurozone
countries and for certain non-Eurozone countries which may
choose to participate in the Single Supervisory Mechanism. The
ECB assumed its prudential supervisory duties on November 4,
2014.

The Fourth EU Anti-Money Laundering Directive entered into
force on June 25, 2015 and must be transposed by member states
by June 26, 2017. The forthcoming regime introduces a series of
reforms, including updated and refined requirements relating to the
information that a financial institution must obtain and hold relating
to the beneficial ownership of its customers. The information on
beneficial ownership must also be held in a central register, acces-
sible to firms conducting due diligence on their clients, member
states’ national competent authorities, financial intelligence units,
and other bodies which can demonstrate a “legitimate interest” in
relation to money laundering and terrorist financing.

The BRRD establishes a framework for the recovery and resolu-
tion of credit institutions and investment firms. The BRRD intro-
duces requirements for recovery and resolution plans, sets out
a new suite of bank resolution tools, including bail-in, and estab-
lishes country specific bank resolution financing arrangements. In
addition, resolution authorities are empowered to replace a bank'’s
senior management, transfer a bank’s rights, assets and liabilities
to another person, take a bank into public ownership, and close
out and terminate a bank’s financial contracts or derivatives con-
tracts. Banks are required to produce recovery plans, describing
proposed arrangements to permit it to restore its viability, while
resolution authorities are empowered to produce resolution plans
which describe how a bank may be resolved in an orderly manner,
were it to fail.

Under the BRRD, the resolution authority can increase the
capital of a failing or failed bank through bail-in: i.e., the write-
down, reduction or cancellation of liabilities held by unsecured
creditors, or their conversion to equity or other securities. All of
a bank’s liabilities are subject to bail-in, unless explicitly excluded
by the BRRD because they are, for example, covered deposits,
secured liabilities, or liabilities arising from holding client assets or
client money.

The BRRD also requires banks to hold a certain amount of
bail-inable loss absorbing capacity at both individual and con-
solidated levels from 2016, although these requirements will be
phased in with fully loaded requirements from 2019/20 onwards
This requirement is known as the Minimum Requirement for Own
Funds and Eligible Liabilities (MREL), and is conceptually similar
to the TLAC framework. The deadline for transposing the direc-
tive into member states’ law and regulation was December 31,
2014 and national authorities were obligated to apply the provi-
sions of the BRRD (with the exception of the bail-in tool) by Janu-
ary 1, 20156. The European Commission is considering whether
the MREL framework can be used to apply TLAC in the EU, or
whether new primary legislation is needed.

The BRRD applies to all Credit Suisse EU entities, including
branches of the Bank. The Single Resolution Mechanism Regula-
tion, which came into force on August 19, 2014, establishes the
Single Resolution Board as the resolution authority in charge of
Banks in the eurozone. Since January 1, 2016, the Single Resolu-
tion Board has had full resolution powers, including bail-in.

UK

The Financial Services Authority (FSA) was the principal statutory
regulator of financial services activity in the UK, deriving its pow-
ers from the FSMA. In April 2013, the FSA was replaced by: the
PRA, a subsidiary of the Bank of England, which is responsible
for the micro-prudential regulation of banks and larger investment
firms and the FCA, which regulates markets, the conduct of busi-
ness of all financial firms, and the prudential regulation of firms not
regulated by the PRA. In addition, the Financial Policy Committee
of the Bank of England was established as responsible for macro-
prudential regulation.

As a member state of the EU, the UK is required to implement
EU directives into national law. The regulatory regime for banks
operating in the UK conforms to required EU standards including
compliance with capital adequacy standards, customer protection
requirements, conduct of business rules and anti-money launder-
ing rules. These standards, requirements and rules are similarly
implemented, under the same directives, throughout the other
member states of the EU in which we operate.

CSl, Credit Suisse (UK) Limited and Credit Suisse AG, London
Branch are authorized to take deposits. We also have a number
of entities authorized to conduct investment business and asset
management activities. In deciding whether to grant authorization,
the PRA must first determine whether a firm satisfies the thresh-
old conditions for authorization, which includes suitability and the



requirement for the firm to be fit and proper. In addition to regula-
tion by the PRA, certain wholesale money markets activities are
subject to the Non-Investment Products Code, a voluntary code of
conduct published by the Bank of England which PRA-regulated
firms are expected to follow when conducting wholesale money
market business.

Our London Branch will be required to continue to comply
principally with Swiss home country regulation. However, as a
response to the global financial crisis, the PRA made changes
to its prudential supervision rules in its Handbook of Rules and
Guidance, applying a principle of “self-sufficiency”, such that CSI,
CSSEL and Credit Suisse (UK) Limited are required to maintain
adequate liquidity resources, under the day-to-day supervision of
the entity’s senior management, held in a custodian account in the
name of the entity, unencumbered and attributed to the entity bal-
ance sheet. In addition, the PRA requires CSI, CSSEL and Credit
Suisse (UK) Limited to maintain a minimum capital ratio and to
monitor and report large exposures in accordance with the rules
implementing the CRD.

With effect from January 1, 2014, CRD IV has replaced the
previous CRD with new measures implementing Basel Ill and other
requirements. Compliance with these requirements will include
receiving approval by the PRA of certain models with respect to
regulatory capital requirements of our UK subsidiaries.

The PRA has implemented the requirements of CRD IV and
imposed a 1:1 cap on variable remuneration which can rise to 1:2
with explicit shareholder approval.

The UK Financial Services Act 2013 (Banking Reform Act),
enacted in December 2013, provides for the creation of a “retail
ring-fence” that will prohibit large retail deposit banks from carry-
ing out a broad range of investment and other banking activities in
the same entity. The Banking Reform Act has been implemented
by secondary legislation. Banks are expected to be required to
comply with the ring-fencing requirements by 2019. However, it
is expected that our private banking businesses in the UK may
benefit from the de minimis exemption from the retail ring-fence
requirements which is anticipated to exclude certain banks that
hold core deposits of below GBP 25 billion. The Banking Reform
Act also introduces certain other reforms, including requirements
for primary loss absorbing capacity in order to facilitate the use
of the new bail-in tool, which is itself introduced by the Banking
Reform Act. The Banking Reform Act will also establish a more
stringent regulatory regime for senior managers and specified risk
takers in a bank or PRA authorized investment firm, as well as cre-
ate a new criminal offense for reckless mismanagement leading to
the failure of a firm. The governance rules and the bail-in tool will
impact our UK entities, such as CSl and CSSEL.

Our London bank and broker-dealer subsidiaries are authorized
under the FSMA and are subject to regulation by the PRA and
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FCA. In addition, our asset management companies are autho-
rized under the FSMA and are subject to regulation by the FCA.
In deciding whether to authorize an investment firm in the UK,
the PRA and FCA will consider the threshold conditions, which
include suitability and the general requirement for a firm to be fit
and proper. The PRA and FCA are responsible for regulating most
aspects of an investment firm's business, including its regulatory
capital, sales and trading practices, use and safekeeping of cus-
tomer funds and securities, record-keeping, margin practices and
procedures, registration standards for individuals carrying on cer-
tain functions, anti-money laundering systems and periodic report-
ing and settlement procedures.

The UK has recently introduced changes to the taxation regime
applicable to companies carrying on banking activities. In the
Finance Act 2015, the UK introduced a restriction on the extent to
which certain banking companies can use historic losses (meaning
losses incurred prior to April 1, 2015) to offset profits for tax pur-
poses. This loss relief restriction may be relevant to certain Credit
Suisse UK entities, or to Credit Suisse entities with UK branches.

Pursuant to the Finance (No. 2) Act 2015, a new tax “sur-
charge” of 8% now applies to the taxable profits of certain banking
companies for UK corporation tax purposes, where such profits
arise on or after January 1, 2016. For the purposes of the sur-
charge, no relief is given for historic losses (meaning, in this case,
losses incurred prior to January 1, 2016). As part of the same
package of legislative measures, the rate of the UK'’s existing bank
levy attributable to the UK operations of large banks was reduced
on January 1, 2016 and will be reduced further in each of the next
five years.

The new tax surcharge and changes to the bank levy may be
relevant to certain Credit Suisse UK entities, or to Credit Suisse
entities with UK branches.

The UK legislation related to the recovery and resolution of credit
institutions such as Credit Suisse consists of the SRR, the PRA
recovery and resolution framework and the FCA recovery and
resolution requirements. The UK Banking Act and the related
secondary legislation govern the application of the SRR, which
grants the UK authorities powers to handle systemically impor-
tant firms, such as banks, in case of highly likely failure. The UK
resolution authority is the Bank of England which is empowered,
among other things, to direct firms and their parent undertakings
to address or remove barriers to resolvability, to enforce resolution
actions and to carry out resolvability assessments of credit institu-
tions. Separately, the PRA and the FCA have the power to require
parent undertakings of firms subject to this regime to take actions
such as the preparation and submission of group recovery plans or
the facilitation of the use of resolution powers.
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Risk factors

Our businesses are exposed to a variety of risks that could adversely affect our results of operations and financial

condition, including, among others, those described below.

LIQUIDITY RISK

Liquidity, or ready access to funds, is essential to our business,
particularly our investment banking businesses. We seek to main-
tain available liquidity to meet our obligations in a stressed liquidity
environment.

» Refer to “Liquidity and funding management” in Ill — Treasury, Risk, Balance
sheet and Off-balance sheet for information on our liquidity management.

Our liquidity could be impaired if we were unable to access
the capital markets or sell our assets, and we expect our
liquidity costs to increase

Our ability to borrow on a secured or unsecured basis and the cost
of doing so can be affected by increases in interest rates or credit
spreads, the availability of credit, regulatory requirements relat-
ing to liquidity or the market perceptions of risk relating to us or
the banking sector, including our perceived or actual creditworthi-
ness. An inability to obtain financing in the unsecured long-term or
short-term debt capital markets, or to access the secured lending
markets, could have a substantial adverse effect on our liquidity.
In challenging credit markets, our funding costs may increase or
we may be unable to raise funds to support or expand our busi-
nesses, adversely affecting our results of operations. Following
the financial crisis in 2008 and 2009, our costs of liquidity have
been significant, and we expect to incur additional costs as a result
of regulatory requirements for increased liquidity and the contin-
ued challenging economic environment in Europe, the US and
elsewhere.

If we are unable to raise needed funds in the capital markets
(including through offerings of equity and regulatory capital securi-
ties), we may need to liquidate unencumbered assets to meet our
liabilities. In a time of reduced liquidity, we may be unable to sell
some of our assets, or we may need to sell assets at depressed
prices, which in either case could adversely affect our results of
operations and financial condition.

Our businesses rely significantly on our deposit base for
funding

Our businesses benefit from short-term funding sources, includ-
ing primarily demand deposits, inter-bank loans, time deposits
and cash bonds. Although deposits have been, over time, a stable
source of funding, this may not continue. In that case, our liquid-
ity position could be adversely affected and we might be unable
to meet deposit withdrawals on demand or at their contractual
maturity, to repay borrowings as they mature or to fund new loans,
investments and businesses.

Changes in our ratings may adversely affect our business
Ratings are assigned by rating agencies. They may lower, indicate
their intention to lower or withdraw their ratings at any time. The
major rating agencies remain focused on the financial services
industry, particularly on uncertainties as to whether firms that pose
systemic risk would receive government or central bank support in
a financial or credit crisis, and on such firms’ potential vulnerability
to market sentiment and confidence, particularly during periods
of severe economic stress. For example, in February 2015 Stan-
dard & Poor’s lowered its long-term credit ratings of several Euro-
pean banks, including Credit Suisse Group AG, by one notch, and
in January 2016 Moody’s lowered its long-term credit ratings of
Credit Suisse AG by one notch. Any downgrades in our assigned
ratings, including in particular our credit ratings, could increase our
borrowing costs, limit our access to capital markets, increase our
cost of capital and adversely affect the ability of our businesses to
sell or market their products, engage in business transactions —
particularly longer-term and © derivatives transactions — and retain
our clients.

MARKET RISK

We may incur significant losses on our trading and
investment activities due to market fluctuations and volatility
Although we continued to strive to reduce our balance sheet and
made significant progress in implementing our new strategy in
2015, we continue to maintain large trading and investment posi-
tions and hedges in the debt, currency and equity markets, and in
private equity, hedge funds, real estate and other assets. These
positions could be adversely affected by volatility in financial and
other markets, that is, the degree to which prices fluctuate over a
particular period in a particular market, regardless of market levels.
To the extent that we own assets, or have net long positions, in
any of those markets, a downturn in those markets could result in
losses from a decline in the value of our net long positions. Con-
versely, to the extent that we have sold assets that we do not own
or have net short positions in any of those markets, an upturn in
those markets could expose us to potentially significant losses as
we attempt to cover our net short positions by acquiring assets in
a rising market. Market fluctuations, downturns and volatility can
adversely affect the © fair value of our positions and our results of
operations. Adverse market or economic conditions or trends have
caused, and in the future may cause, a significant decline in our
net revenues and profitability.




Our businesses are subject to the risk of loss from adverse
market conditions and unfavorable economic, monetary,
political, legal and other developments in the countries we
operate in around the world
As a global financial services company, our businesses are materi-
ally affected by conditions in the financial markets and economic
conditions generally in Europe, the US, Asia and elsewhere around
the world. The recovery from the economic crisis of 2008 and
2009 continues to be sluggish in several key developed markets.
The European sovereign debt crisis as well as US debt levels and
the federal budget process have not been permanently resolved.
In addition, significantly higher market volatility, low commodity
prices, particularly the recent significant decrease in energy prices,
and concerns over emerging markets, in particular slower eco-
nomic growth in China, have recently affected financial markets.
Our financial condition and results of operations could be materi-
ally adversely affected if these conditions do not improve, or if they
stagnate or worsen. Further, various countries in which we operate
or invest have experienced severe economic disruptions particular
to that country or region, including extreme currency fluctuations,
high inflation, or low or negative growth, among other negative
conditions. Concerns about weaknesses in the economic and fis-
cal condition of certain European countries continued, especially
with regard to how such weaknesses might affect other econo-
mies as well as financial institutions (including us) which lent funds
to or did business with or in those countries. For example, sanc-
tions have been imposed on certain individuals and companies
in Russia due to the conflict in the Ukraine. In addition, events
in Greece have led to concerns about its economic and financial
stability and the effects that it could have on the eurozone. Con-
tinued concern about European economies, including the refugee
crisis and uncertainty related to the upcoming UK referendum on
withdrawal from the EU, could cause disruptions in market condi-
tions in Europe and around the world. Economic disruption in other
countries, even in countries in which we do not currently conduct
business or have operations, could adversely affect our businesses
and results.

Adverse market and economic conditions continue to create
a challenging operating environment for financial services compa-
nies. In particular, the impact of interest and currency exchange
rates, the risk of geopolitical events, fluctuations in commod-
ity prices and concerns over European stagnation and Greece'’s
position in the eurozone have affected financial markets and
the economy. In recent years, the low interest rate environment
has adversely affected our net interest income and the value of
our trading and non-trading fixed income portfolios, and future
changes in interest rates, including changes in the current nega-
tive short-term interest rates in our home market, could adversely
affect our businesses and results. In addition, movements in equity
markets have affected the value of our trading and non-trading
equity portfolios, while the historical strength of the Swiss franc
has adversely affected our revenues and net income. Further,
diverging monetary policies among the major economies in which
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we operate, in particular among the Fed, ECB and SNB, may
adversely affect our results.

Such adverse market or economic conditions may reduce the
number and size of investment banking transactions in which we
provide underwriting, mergers and acquisitions advice or other ser-
vices and, therefore, may adversely affect our financial advisory
and underwriting fees. Such conditions may adversely affect the
types and volumes of securities trades that we execute for cus-
tomers and may adversely affect the net revenues we receive from
commissions and spreads. In addition, several of our businesses
engage in transactions with, or trade in obligations of, govern-
mental entities, including super-national, national, state, provincial,
municipal and local authorities. These activities can expose us to
enhanced sovereign, credit-related, operational and reputational
risks, including the risks that a governmental entity may default
on or restructure its obligations or may claim that actions taken
by government officials were beyond the legal authority of those
officials, which could adversely affect our financial condition and
results of operations.

Unfavorable market or economic conditions have affected
our businesses over the last years, including the low interest rate
environment, continued cautious investor behavior and changes
in market structure, particularly in our macro businesses. These
negative factors have been reflected in lower commissions and
fees from our client-flow sales and trading and asset manage-
ment activities, including commissions and fees that are based on
the value of our clients’ portfolios. Investment performance that is
below that of competitors or asset management benchmarks could
result in a decline in assets under management and related fees
and make it harder to attract new clients. There has been a fun-
damental shift in client demand away from more complex products
and significant client deleveraging, and our results of operations
related to private banking and asset management activities have
been and could continue to be adversely affected as long as this
continues.

Adverse market or economic conditions have also negatively
affected our private equity investments since, if a private equity
investment substantially declines in value, we may not receive any
increased share of the income and gains from such investment (to
which we are entitled in certain cases when the return on such
investment exceeds certain threshold returns), may be obligated
to return to investors previously received excess carried interest
payments and may lose our pro rata share of the capital invested.
In addition, it could become more difficult to dispose of the invest-
ment, as even investments that are performing well may prove
difficult to exit.

In addition to the macroeconomic factors discussed above,
other events beyond our control, including terrorist attacks, mili-
tary conflicts, economic or political sanctions, disease pandemics,
political unrest or natural disasters could have a material adverse
effect on economic and market conditions, market volatility and
financial activity, with a potential related effect on our businesses
and results.
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We may incur significant losses in the real estate sector

We finance and acquire principal positions in a number of real
estate and real estate-related products, primarily for clients, and
originate loans secured by commercial and residential properties.
As of December 31, 2015, our real estate loans as reported to
the SNB totaled approximately CHF 143 billion. We also secu-
ritize and trade in commercial and residential real estate and real
estate-related whole loans, mortgages, and other real estate and
commercial assets and products, including © commercial mort-
gage-backed securities and © RMBS. Our real estate-related
businesses and risk exposures could be adversely affected by any
downturn in real estate markets, other sectors and the economy
as a whole. In particular, the risk of potential price corrections in
the real estate market in certain areas of Switzerland could have
a material adverse effect on our real estate-related businesses.

Holding large and concentrated positions may expose us to
large losses

Concentrations of risk could increase losses, given that we have
sizeable loans to, and securities holdings in, certain customers,
industries or countries. Decreasing economic growth in any sector
in which we make significant commitments, for example, through
underwriting, lending or advisory services, could also negatively
affect our net revenues.

We have significant risk concentration in the financial services
industry as a result of the large volume of transactions we routinely
conduct with broker-dealers, banks, funds and other financial insti-
tutions, and in the ordinary conduct of our business we may be
subject to risk concentration with a particular counterparty. We,
like other financial institutions, continue to adapt our practices and
operations in consultation with our regulators to better address an
evolving understanding of our exposure to, and management of,
systemic risk and risk concentration to financial institutions. Regu-
lators continue to focus on these risks, and there are numerous
new regulations and government proposals, and significant ongo-
ing regulatory uncertainty, about how best to address them. There
can be no assurance that the changes in our industry, operations,
practices and regulation will be effective in managing this risk.

» Refer to “Regulation and supervision” for further information.

Risk concentration may cause us to suffer losses even when eco-
nomic and market conditions are generally favorable for others in
our industry.

Our hedging strategies may not prevent losses

If any of the variety of instruments and strategies we use to hedge
our exposure to various types of risk in our businesses is not effec-
tive, we may incur losses. We may be unable to purchase hedges
or be only partially hedged, or our hedging strategies may not be
fully effective in mitigating our risk exposure in all market environ-
ments or against all types of risk.

Market risk may increase the other risks that we face

In addition to the potentially adverse effects on our businesses
described above, market risk could exacerbate the other risks
that we face. For example, if we were to incur substantial trading
losses, our need for liquidity could rise sharply while our access
to liquidity could be impaired. In conjunction with another mar-
ket downturn, our customers and counterparties could also incur
substantial losses of their own, thereby weakening their financial
condition and increasing our credit and counterparty risk exposure
to them.

CREDIT RISK
We may suffer significant losses from our credit exposures
Our businesses are subject to the fundamental risk that borrowers
and other counterparties will be unable to perform their obliga-
tions. Our credit exposures exist across a wide range of transac-
tions that we engage in with a large number of clients and coun-
terparties, including lending relationships, commitments and letters
of credit, as well as © derivative, currency exchange and other
transactions. Our exposure to credit risk can be exacerbated by
adverse economic or market trends, as well as increased volatil-
ity in relevant markets or instruments. In addition, disruptions in
the liquidity or transparency of the financial markets may result
in our inability to sell, syndicate or realize the value of our posi-
tions, thereby leading to increased concentrations. Any inability to
reduce these positions may not only increase the market and credit
risks associated with such positions, but also increase the level of
risk-weighted assets on our balance sheet, thereby increasing
our capital requirements, all of which could adversely affect our
businesses.

» Refer to “Credit risk” in Ill — Treasury, Risk, Balance sheet and Off-balance
sheet — Risk management — Risk coverage and management for information on
management of credit risk.

Our regular review of the creditworthiness of clients and counter-
parties for credit losses does not depend on the accounting treat-
ment of the asset or commitment. Changes in creditworthiness of
loans and loan commitments that are © fair valued are reflected in
trading revenues.

Management'’s determination of the provision for loan losses is
subject to significant judgment. Our banking businesses may need
to increase their provisions for loan losses or may record losses
in excess of the previously determined provisions if our original
estimates of loss prove inadequate, which could have a material
adverse effect on our results of operations.

» Refer to “Credit risk” in Ill — Treasury, Risk, Balance sheet and Off-balance
sheet — Risk management and “Note 1 — Summary of significant accounting poli-
cies”, “Note 10 — Provision for credit losses” and “Note 19 — Loans, allowance
for loan losses and credit quality” in V — Consolidated financial statements —
Credit Suisse Group for information on provisions for loan losses and related risk
mitigation.

Under certain circumstances, we may assume long-term credit
risk, extend credit against illiquid collateral and price derivative
instruments aggressively based on the credit risks that we take. As



a result of these risks, our capital and liquidity requirements may
continue to increase.

Defaults by a large financial institution could adversely
affect financial markets generally and us specifically
Concerns or even rumors about or a default by one institution could
lead to significant liquidity problems, losses or defaults by other
institutions because the commercial soundness of many financial
institutions may be closely related as a result of credit, trading,
clearing or other relationships between institutions. This risk is
sometimes referred to as systemic risk. Concerns about defaults
by and failures of many financial institutions, particularly those with
significant exposure to the eurozone, continued in 2015 and could
continue to lead to losses or defaults by financial institutions and
financial intermediaries with which we interact on a daily basis,
such as clearing agencies, clearing houses, banks, securities firms
and exchanges. Our credit risk exposure will also increase if the
collateral we hold cannot be realized upon or can only be liquidated
at prices insufficient to cover the full amount of exposure.

The information that we use to manage our credit risk may
be inaccurate or incomplete

Although we regularly review our credit exposure to specific cli-
ents and counterparties and to specific industries, countries and
regions that we believe may present credit concerns, default risk
may arise from events or circumstances that are difficult to foresee
or detect, such as fraud. We may also fail to receive full informa-
tion with respect to the credit or trading risks of a counterparty.

RISKS RELATING TO OUR STRATEGY

We may not achieve all of the expected benefits of our
strategic initiatives

In October 2015, we announced a comprehensive new strate-
gic direction, structure and organization of the Group. Our ability
to implement our new strategic direction, structure and organi-
zation is based on a number of key assumptions regarding the
future economic environment, the economic growth of certain
geographic regions, the regulatory landscape, our ability to meet
certain targets, anticipated interest rates and central bank action.
If any of these assumptions (including but not limited to our ability
to meet certain targets) prove inaccurate in whole or in part, our
ability to achieve some or all of the expected benefits of this strat-
egy could be limited, including our ability to meet our stated finan-
cial objectives, keep related restructuring charges within the limits
currently expected and retain key employees. Factors beyond our
control, including but not limited to the market and economic con-
ditions, changes in laws, rules or regulations, execution risk related
to the implementation of our new strategy and other challenges
and risk factors discussed in this report, could limit our ability to
achieve some or all of the expected benefits of this strategy. The
breadth of the changes that we announced increases the execu-
tion risk of our new strategy as we seek to change the strategic
direction of the Group while also embarking on a reorganization of
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the Group’s business divisions. If we are unable to implement this
strategy successfully in whole or in part or should the components
of the strategy that are implemented fail to produce the expected
benefits, our financial results and our share price may be materially
and adversely affected.

» Refer to “Information on the Company” for further information on our new stra-
tegic direction.

Additionally, part of our strategy involves a change in focus within
certain areas of our business, which may have unanticipated nega-
tive effects in other areas of the business and may result in an
adverse effect on our business as a whole.

The implementation of our strategy may increase our expo-
sure to certain risks, including but not limited to, credit risks, mar-
ket risks, operational risks and regulatory risks. We also seek to
achieve certain cost savings, which may or may not be successful.
We have announced our intention to conduct an initial public offer-
ing by the end of 2017 currently estimated to be between 20%
and 30% of the legal entity Credit Suisse (Schweiz) AG. There is
no guarantee that we will be able to conduct such an initial public
offering by such time, in such form or at all. Finally, changes to
the organizational structure of our business, as well as changes in
personnel and management, may lead to temporary instability of
our operations.

In addition, acquisitions and other similar transactions we
undertake as part of our strategy subject us to certain risks. Even
though we review the records of companies we plan to acquire, it
is generally not feasible for us to review all such records in detail.
Even an in-depth review of records may not reveal existing or
potential problems or permit us to become familiar enough with
a business to assess fully its capabilities and deficiencies. As a
result, we may assume unanticipated liabilities (including legal and
compliance issues), or an acquired business may not perform as
well as expected. We also face the risk that we will not be able to
integrate acquisitions into our existing operations effectively as a
result of, among other things, differing procedures, business prac-
tices and technology systems, as well as difficulties in adapting an
acquired company into our organizational structure. We face the
risk that the returns on acquisitions will not support the expendi-
tures or indebtedness incurred to acquire such businesses or the
capital expenditures needed to develop such businesses. We also
face the risk that unsuccessful acquisitions will ultimately result
in our having to write down or write off any goodwill associated
with such transactions. Our results for the fourth quarter of 2015
included a goodwill impairment charge of CHF 3,797 million, the
most significant component of which arose from the acquisition of
Donaldson, Lufkin & Jenrette Inc. in 2000. We continue to have
a significant amount of goodwill relating to this and other transac-
tions recorded on our balance sheet that could result in additional
goodwill impairment charges.

We may also seek to engage in new joint ventures and stra-
tegic alliances. Although we endeavor to identify appropriate part-
ners, our joint venture efforts may prove unsuccessful or may not
justify our investment and other commitments.
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We have announced a program to evolve our legal entity
structure and cannot predict its final form or potential effects
In 2013, we announced key components of our program to evolve
our legal entity structure. The execution of the program evolving
the Group’s legal entity structure to meet developing and future
regulatory requirements has continued to progress and we have
reached a number of significant milestones over the course of the
year. This program remains subject to a number of uncertainties
that may affect its feasibility, scope and timing. In addition, signifi-
cant legal and regulatory changes affecting us and our operations
may require us to make further changes in our legal structure. The
implementation of these changes will require significant time and
resources and may potentially increase operational, capital, fund-
ing and tax costs as well as our counterparties’ credit risk.

» Refer to “Evolution of legal entity structure” in Il — Operating and financial
review — Credit Suisse for further information on our legal entity structure.

RISKS FROM ESTIMATES AND VALUATIONS

We make estimates and valuations that affect our reported resuilts,
including measuring the © fair value of certain assets and liabili-
ties, establishing provisions for contingencies and losses for loans,
litigation and regulatory proceedings, accounting for goodwill
and intangible asset impairments, evaluating our ability to realize
deferred tax assets, valuing equity-based compensation awards,
modeling our risk exposure and calculating expenses and liabilities
associated with our pension plans. These estimates are based
upon judgment and available information, and our actual results
may differ materially from these estimates.

» Refer to “Critical accounting estimates” in Il — Operating and financial review
and “Note 1 — Summary of significant accounting policies” in V — Consolidated
financial statements — Credit Suisse Group for information on these estimates
and valuations.

Our estimates and valuations rely on models and processes to
predict economic conditions and market or other events that might
affect the ability of counterparties to perform their obligations to
us or impact the value of assets. To the extent our models and
processes become less predictive due to unforeseen market con-
ditions, illiquidity or volatility, our ability to make accurate estimates
and valuations could be adversely affected.

RISKS RELATING TO OFF-BALANCE SHEET ENTITIES

We enter into transactions with special purpose entities (SPEs) in
our normal course of business, and certain SPEs with which we
transact business are not consolidated and their assets and liabili-
ties are off-balance sheet. We may have to exercise significant
management judgment in applying relevant accounting consolida-
tion standards, either initially or after the occurrence of certain
events that may require us to reassess whether consolidation is
required. Accounting standards relating to consolidation, and their
interpretation, have changed and may continue to change. If we
are required to consolidate an SPE, its assets and liabilities would
be recorded on our consolidated balance sheets and we would
recognize related gains and losses in our consolidated statements

of operations, and this could have an adverse impact on our results
of operations and capital and leverage ratios.

» Refer to “Off-balance sheet” in Ill — Treasury, Risk, Balance sheet and Off-
balance sheet — Balance sheet, off-balance sheet and other contractual obliga-
tions for information on our transactions with and commitments to SPEs.

COUNTRY AND CURRENCY EXCHANGE RISK

Country risks may increase market and credit risks we face
Country, regional and political risks are components of market and
credit risk. Financial markets and economic conditions generally
have been and may in the future be materially affected by such
risks. Economic or political pressures in a country or region, includ-
ing those arising from local market disruptions, currency crises,
monetary controls or other factors, may adversely affect the abil-
ity of clients or counterparties located in that country or region to
obtain foreign currency or credit and, therefore, to perform their
obligations to us, which in turn may have an adverse impact on our
results of operations.

We may face significant losses in emerging markets

A key element of our new strategy is to scale up our private bank-
ing businesses in emerging market countries. Our implementa-
tion of that strategy will necessarily increase our already existing
exposure to economic instability in those countries. We monitor
these risks, seek diversity in the sectors in which we invest and
emphasize client-driven business. Our efforts at limiting emerging
market risk, however, may not always succeed. In addition, various
emerging market countries, in particular China and Brazil during
2015, have experienced and may continue to experience severe
economic and financial disruptions or slower economic growth
than in prior years. The possible effects of any such disruptions
may include an adverse impact on our businesses and increased
volatility in financial markets generally.

Currency fluctuations may adversely affect our results of
operations

We are exposed to risk from fluctuations in exchange rates for
currencies, particularly the US dollar. In particular, a substantial
portion of our assets and liabilities are denominated in currencies
other than the Swiss franc, which is the primary currency of our
financial reporting. Our capital is also stated in Swiss francs and
we do not fully hedge our capital position against changes in cur-
rency exchange rates. Despite some weakening, the Swiss franc
remained strong against the US dollar and euro in 2015.

In addition, on January 15, 2015, the SNB decided to dis-
continue the minimum exchange rate of CHF 1.20 per euro. As
we incur a significant part of our expenses in Swiss francs while
we generate a large proportion of our revenues in other curren-
cies, our earnings are sensitive to changes in the exchange rates
between the Swiss franc and other major currencies. Although we
have implemented a number of measures designed to offset the
impact of exchange rate fluctuations on our results of operations,
the appreciation of the Swiss franc in particular and exchange rate



volatility in general have had an adverse impact on our results of
operations and capital position in recent years and may have such
an effect in the future.

OPERATIONAL RISK

We are exposed to a wide variety of operational risks,
including information technology risk

Operational risk is the risk of loss resulting from inadequate or
failed internal processes, people and systems or from external
events. In general, although we have business continuity plans,
our businesses face a wide variety of operational risks, includ-
ing technology risk that stems from dependencies on informa-
tion technology, third-party suppliers and the telecommunications
infrastructure as well as from the interconnectivity of multiple
financial institutions with central agents, exchanges and clearing
houses. As a global financial services company, we rely heavily
on our financial, accounting and other data processing systems,
which are varied and complex. Our business depends on our abil-
ity to process a large volume of diverse and complex transactions,
including © derivatives transactions, which have increased in vol-
ume and complexity. We are exposed to operational risk arising
from errors made in the execution, confirmation or settlement
of transactions or in transactions not being properly recorded or
accounted for. Regulatory requirements in this area have increased
and are expected to increase further.

Information security, data confidentiality and integrity are of
critical importance to our businesses. Despite our wide array of
security measures to protect the confidentiality, integrity and avail-
ability of our systems and information, it is not always possible to
anticipate the evolving threat landscape and mitigate all risks to
our systems and information. We could also be affected by risks
to the systems and information of clients, vendors, service provid-
ers, counterparties and other third parties. In addition, we may
introduce new products or services or change processes, resulting
in new operational risk that we may not fully appreciate or identify.

These threats may derive from human error, fraud or malice,
or may result from accidental technological failure. There may also
be attempts to fraudulently induce employees, clients, third parties
or other users of our systems to disclose sensitive information in
order to gain access to our data or that of our clients.

Given our global footprint and the high volume of transactions
we process, the large number of clients, partners and counterpar-
ties with which we do business, and the increasing sophistication
of cyber-attacks, a cyber-attack could occur without detection for
an extended period of time. In addition, we expect that any investi-
gation of a cyber-attack will be inherently unpredictable and it may
take time before any investigation is complete. During such time,
we may not know the extent of the harm or how best to remediate
it and certain errors or actions may be repeated or compounded
before they are discovered and rectified, all or any of which would
further increase the costs and consequences of a cyber-attack.

If any of our systems do not operate properly or are compro-
mised as a result of cyber-attacks, security breaches, unauthor-
ized access, loss or destruction of data, unavailability of service,
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computer viruses or other events that could have an adverse secu-
rity impact, we could be subject to litigation or suffer financial loss
not covered by insurance, a disruption of our businesses, liability
to our clients, regulatory intervention or reputational damage. Any
such event could also require us to expend significant additional
resources to modify our protective measures or to investigate and
remediate vulnerabilities or other exposures.

We may suffer losses due to employee misconduct

Our businesses are exposed to risk from potential non-compliance
with policies, employee misconduct or negligence and fraud, which
could result in regulatory sanctions and serious reputational or
financial harm. In recent years, a number of multinational financial
institutions have suffered material losses due to the actions of
traders performing unauthorized trades or other employees. It is
not always possible to deter employee misconduct and the precau-
tions we take to prevent and detect this activity may not always be
effective.

RISK MANAGEMENT
We have risk management procedures and policies designed to
manage our risk. These techniques and policies, however, may
not always be effective, particularly in highly volatile markets. We
continue to adapt our risk management techniques, in particular
value-at-risk and economic capital, which rely on historical data,
to reflect changes in the financial and credit markets. No risk man-
agement procedures can anticipate every market development or
event, and our risk management procedures and hedging strate-
gies, and the judgments behind them, may not fully mitigate our
risk exposure in all markets or against all types of risk.

» Refer to “Risk management” in Ill — Treasury, Risk, Balance sheet and Off-
balance sheet for information on our risk management.

LEGAL AND REGULATORY RISKS

Our exposure to legal liability is significant

We face significant legal risks in our businesses, and the volume
and amount of damages claimed in litigation, regulatory proceed-
ings and other adversarial proceedings against financial services
firms continue to increase in many of the principal markets in which
we operate.

We and our subsidiaries are subject to a number of material
legal proceedings, regulatory actions and investigations, and an
adverse result in one or more of these proceedings could have a
material adverse effect on our operating results for any particular
period, depending, in part, upon our results for such period.

» Refer to “Note 39 — Litigation” in V — Consolidated financial statements —
Credit Suisse Group for information relating to these and other legal and regula-
tory proceedings involving our investment banking and other businesses.

It is inherently difficult to predict the outcome of many of the legal,
regulatory and other adversarial proceedings involving our busi-
nesses, particularly those cases in which the matters are brought
on behalf of various classes of claimants, seek damages of
unspecified or indeterminate amounts or involve novel legal claims.
Management is required to establish, increase or release reserves
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for losses that are probable and reasonably estimable in connec-
tion with these matters.

» Refer to “Critical accounting estimates” in Il — Operating and financial review
and “Note 1 — Summary of significant accounting policies” in V — Consolidated
financial statements — Credit Suisse Group for more information.

Regulatory changes may adversely affect our business and
ability to execute our strategic plans

As a participant in the financial services industry, we are subject
to extensive regulation by governmental agencies, supervisory
authorities and self-regulatory organizations in Switzerland, the
EU, the UK, the US and other jurisdictions in which we operate
around the world. Such regulation is increasingly more extensive
and complex and, in recent years, costs related to our compliance
with these requirements and the penalties and fines sought and
imposed on the financial services industry by regulatory authorities
have all increased significantly and may increase further. These
regulations often serve to limit our activities, including through
the application of increased capital, leverage and liquidity require-
ments, customer protection and market conduct regulations and
direct or indirect restrictions on the businesses in which we may
operate or invest. Such limitations can have a negative effect on
our business and our ability to implement strategic initiatives. To
the extent we are required to divest certain businesses, we could
incur losses, as we may be forced to sell such businesses at a dis-
count, which in certain instances could be substantial, as a result
of both the constrained timing of such sales and the possibility that
other financial institutions are liquidating similar investments at the
same time.

Since 2008, regulators and governments have focused on
the reform of the financial services industry, including enhanced
capital, leverage and liquidity requirements, changes in compen-
sation practices (including tax levies) and measures to address
systemic risk, including potentially ring-fencing certain activities
and operations within specific legal entities. We are already subject
to extensive regulation in many areas of our business and expect
to face increased regulation and regulatory scrutiny and enforce-
ment. These various regulations and requirements could require us
to reduce assets held in certain subsidiaries, inject capital into or
otherwise change our operations or the structure of our subsidiar-
ies and Group. We expect such increased regulation to continue
to increase our costs, including, but not limited to, costs related to
compliance, systems and operations, as well as affecting our abil-
ity to conduct certain businesses, which could adversely affect our
profitability and competitive position. Variations in the details and
implementation of such regulations may further negatively affect
us, as certain requirements currently are not expected to apply
equally to all of our competitors or to be implemented uniformly
across jurisdictions.

For example, the additional requirements related to minimum
regulatory capital, leverage ratios and liquidity measures imposed
by © Basel lll, together with more stringent requirements imposed
by the Swiss © “Too Big To Fail” legislation and its implementing
ordinances and related actions by our regulators, have contributed

to our decision to reduce © risk-weighted assets and the size of
our balance sheet, and could potentially impact our access to
capital markets and increase our funding costs. In addition, the
ongoing implementation in the US of the provisions of the Dodd-
Frank Act, including the “Volcker Rule”, © derivatives regulation,
and other regulatory developments described in “Regulation and
supervision”, have imposed, and will continue to impose, new regu-
latory burdens on certain of our operations. These requirements
have contributed to our decision to exit certain businesses (includ-
ing a number of our private equity businesses) and may lead us to
exit other businesses. New CFTC and SEC rules could materially
increase the operating costs, including compliance, information
technology and related costs, associated with our derivatives busi-
nesses with US persons, while at the same time making it more
difficult for us to transact derivatives business outside the US. Fur-
ther, in 2014, the Fed adopted a final rule under the Dodd-Frank
Act that created a new framework for regulation of the US opera-
tions of foreign banking organizations such as ours. Although the
final impact of the new rule cannot be fully predicted at this time, it
is expected to result in our incurring additional costs and to affect
the way we conduct our business in the US, including by requiring
us to create a single US intermediate holding company. Similarly,
already enacted and possible future cross-border tax regulation
with extraterritorial effect, such as the US Foreign Account Tax
Compliance Act, bilateral tax treaties, such as Switzerland’s trea-
ties with the UK and Austria, and agreements on the automatic
exchange of information in tax matters, impose detailed reporting
obligations and increased compliance and systems-related costs
on our businesses. Additionally, implementation of EMIR and its
Swiss equivalent, FMIA, CRD IV and the proposed revisions to
MIFID II may negatively affect our business activities. If Switzer-
land does not pass legislation that is deemed equivalent to MiFID
[l'in a timely manner or if Swiss regulation already passed is not
deemed equivalent to EMIR, Swiss banks, including us, may be
limited from participating in businesses regulated by such laws.
Finally, we expect that new or expected TLAC requirements,
which are being finalized in many jurisdictions including Switzer-
land, the UK and the US, may increase our cost of funding and
may restrict our ability to deploy capital and liquidity on a global
basis as needed.

We expect the financial services industry, including us, to con-
tinue to be affected by the significant uncertainty over the scope
and content of regulatory reform in 2016 and beyond. Changes
in laws, rules or regulations, or in their interpretation or enforce-
ment, or the implementation of new laws, rules or regulations, may
adversely affect our results of operations.

Despite our best efforts to comply with applicable regulations,
a number of risks remain, particularly in areas where applicable
regulations may be unclear or inconsistent among jurisdictions or
where regulators revise their previous guidance or courts overturn
previous rulings. Authorities in many jurisdictions have the power
to bring administrative or judicial proceedings against us, which
could result in, among other things, suspension or revocation of



our licenses, cease and desist orders, fines, civil penalties, crim-
inal penalties or other disciplinary action which could materially
adversely affect our results of operations and seriously harm our
reputation.

» Refer to “Regulation and supervision” for a description of our regulatory
regime and a summary of some of the significant regulatory and government
reform proposals affecting the financial services industry as well as to “Liquidity
and funding management” and “Capital management” in Ill — Treasury, Risk, Bal-
ance sheet and Off-balance sheet for information regarding our current regula-
tory framework and expected changes to this framework affecting capital and
liquidity standards.

Swiss resolution proceedings and resolution planning
requirements may affect our shareholders and creditors
Pursuant to Swiss banking laws, © FINMA has broad powers and
discretion in the case of resolution proceedings with respect to
a Swiss bank, such as Credit Suisse AG, and, since January 1,
2016, to a Swiss parent company of a financial group, such as
Credit Suisse Group AG. These broad powers include the power to
cancel Credit Suisse AG's or Credit Suisse Group AG’s outstand-
ing equity, convert debt instruments and other liabilities of Credit
Suisse AG or Credit Suisse Group AG into equity and cancel such
liabilities in whole or in part, and stay (for a maximum of two busi-
ness days) certain rights under contracts, as well as order protec-
tive measures, including the deferment of payments, and institute
liquidation proceedings. The scope of such powers and discretion
and the legal mechanisms that would be utilized are subject to
development and interpretation.

We are currently subject to resolution planning requirements in
Switzerland, the US and the UK and may face similar requirements
in other jurisdictions. If a resolution plan is determined by the rele-
vant authority to be inadequate, relevant regulations may allow the
authority to place limitations on the scope or size of our business
in that jurisdiction, require us to hold higher amounts of capital or
liquidity, require us to divest assets or subsidiaries or to change our
legal structure or business to remove the relevant impediments to
resolution.

» Refer to “Recent regulatory developments and proposals — Switzerland” and
“Regulatory framework — Switzerland — Resolution regime” in Regulation and
supervision for a description of the current resolution regime under Swiss bank-
ing laws as it applies to Credit Suisse AG and Credit Suisse Group AG.

Changes in monetary policy are beyond our control and
difficult to predict

We are affected by the monetary policies adopted by the cen-
tral banks and regulatory authorities of Switzerland, the US and
other countries. The actions of the SNB and other central bank-
ing authorities directly impact our cost of funds for lending, capi-
tal raising and investment activities and may impact the value of
financial instruments we hold and the competitive and operating
environment for the financial services industry. Many central banks
have implemented significant changes to their monetary policy
and may implement further changes. We cannot predict whether
these changes will have a material adverse effect on us or our
operations. In addition, changes in monetary policy may affect the
credit quality of our customers. Any changes in monetary policy
are beyond our control and difficult to predict.

Information on the company
Risk factors

Legal restrictions on our clients may reduce the demand
for our services

We may be materially affected not only by regulations applicable
to us as a financial services company, but also by regulations and
changes in enforcement practices applicable to our clients. Our
business could be affected by, among other things, existing and
proposed tax legislation, antitrust and competition policies, cor-
porate governance initiatives and other governmental regulations
and policies, and changes in the interpretation or enforcement
of existing laws and rules that affect business and the financial
markets. For example, focus on tax compliance and changes in
enforcement practices could lead to further asset outflows from
our private banking businesses.

Any conversion of our convertible capital instruments will
dilute the ownership interests of existing shareholders
Under Swiss regulatory capital rules, we are required to issue a sig-
nificant amount of contingent capital instruments, certain of which
will convert into common equity upon the occurrence of specified
triggering events, including our CET1 ratio falling below prescribed
thresholds, or a determination by FINMA that conversion is neces-
sary, or that we require extraordinary public sector capital support,
to prevent us from becoming insolvent. As of December 31, 2015,
we had 1,951,469,020 common shares outstanding and we had
already issued in the aggregate an equivalent of CHF 8.6 billion
in principal amount of such convertible contingent capital, and we
may issue more such convertible contingent capital in the future.
The conversion of some or all of our convertible contingent capital
due to the occurrence of a triggering event will result in the dilu-
tion of the ownership interests of our then existing shareholders,
which dilution could be substantial. Additionally, any conversion, or
the anticipation of the possibility of a conversion, could depress the
market price of our ordinary shares.

» Refer to “Banking relationships with Board and Executive Board members
and related party transactions” in IV — Corporate Governance and Compensation
— Corporate Governance for more information on the triggering events related to
our convertible contingent capital instruments.

COMPETITION

We face intense competition

We face intense competition in all financial services markets and
for the products and services we offer. Consolidation through
mergers, acquisitions, alliances and cooperation, including as a
result of financial distress, has increased competitive pressures.
Competition is based on many factors, including the products and
services offered, pricing, distribution systems, customer service,
brand recognition, perceived financial strength and the willingness
to use capital to serve client needs. Consolidation has created
a number of firms that, like us, have the ability to offer a wide
range of products, from loans and deposit-taking to brokerage,
investment banking and asset management services. Some of
these firms may be able to offer a broader range of products than
we do, or offer such products at more competitive prices. Cur-
rent market conditions have resulted in significant changes in the
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competitive landscape in our industry as many institutions have
merged, altered the scope of their business, declared bankruptcy,
received government assistance or changed their regulatory sta-
tus, which will affect how they conduct their business. In addition,
current market conditions have had a fundamental impact on client
demand for products and services. We can give no assurance that
our results of operations will not be adversely affected.

Our competitive position could be harmed if our reputation
is damaged

In the highly competitive environment arising from globalization
and convergence in the financial services industry, a reputation
for financial strength and integrity is critical to our performance,
including our ability to attract and maintain clients and employees.
Our reputation could be harmed if our comprehensive procedures
and controls fail, or appear to fail, to address conflicts of interest,
prevent employee misconduct, produce materially accurate and
complete financial and other information or prevent adverse legal
or regulatory actions.

» Refer to “Reputational risk” in Ill — Treasury, Risk, Balance sheet and Off-
balance sheet — Risk management — Risk coverage and management for more
information.

We must recruit and retain highly skilled employees

Our performance is largely dependent on the talents and efforts
of highly skilled individuals. Competition for qualified employees
is intense. We have devoted considerable resources to recruiting,

training and compensating employees. Our continued ability to
compete effectively in our businesses depends on our ability to
attract new employees and to retain and motivate our existing
employees. The continued public focus on compensation practices
in the financial services industry, and related regulatory changes,
may have an adverse impact on our ability to attract and retain
highly skilled employees. In particular, limits on the amount and
form of executive compensation imposed by regulatory initiatives,
including the Compensation Ordinance in Switzerland and the
implementation of CRD IV in the UK, could potentially have an
adverse impact on our ability to retain certain of our most highly
skilled employees and hire new qualified employees in certain
businesses.

We face competition from new trading technologies

Our businesses face competitive challenges from new trading
technologies, including trends towards direct access to automated
and electronic markets, and the move to more automated trading
platforms. Such technologies and trends may adversely affect our
commission and trading revenues, exclude our businesses from
certain transaction flows, reduce our participation in the trading
markets and the associated access to market information and lead
to the creation of new and stronger competitors. We have made,
and may continue to be required to make, significant additional
expenditures to develop and support new trading systems or oth-
erwise invest in technology to maintain our competitive position.



Operating and
financial review

10)

53

64

Al

78

85

88

91

93

95

99

Operating environment

Credit Suisse

Swiss Universal Bank

International Wealth
Management

Asia Pacific

Global Markets

Investment Banking &
Capital Markets

Strategic Resolution Unit

Corporate Center

Assets under management

Critical accounting estimates

49



50

Operating and financial review
Operating environment

Operating environment

Economic activity was generally resilient in developed economies in 2015. There were growth concerns in major emerg-
ing economies as some areas saw only marginal growth and others fell into recession. Global equity markets increased
slightly in 2015, but with significant divergence across regions. Government bond yields remained at low levels. The US

dollar strengthened against all other major currencies.

ECONOMIC ENVIRONMENT

During 2015, the US economy continued to grow, driven mostly by
the services sector and increased private consumption. The recov-
ery of the residential housing and employment markets continued.
Inflation remained low, driven by lower energy prices and the US
dollar strength. Economic recovery in the eurozone continued in
2015, despite the political and financial uncertainty relating to the
Greek debt negotiations. Eurozone inflation rose slightly during
the year, but remained at historically low levels. Among emerging
markets, China’s economic growth rate stabilized, supported by
monetary and fiscal stimulus measures. Indian economic growth
accelerated slightly, while the Russian and Brazilian economies
experienced recessionary pressures.

In January 2015, the Swiss National Bank (SNB) decided to
discontinue the minimum exchange rate of CHF 1.20 per euro and
to lower the interest rate by 50 basis points to (0.75)% on sight
deposits that exceed a certain threshold. The SNB also decreased
the target range for the three-month Swiss franc © London Inter-
bank Offered Rate. These decisions led to a significant strength-
ening of the Swiss franc against the euro and other major curren-
cies and a decrease in Swiss franc interest rates. It subsequently
continued to intervene in foreign exchange markets to stabilize
the Swiss franc, while maintaining negative short-term interest

Yield curves

rates. In December 2015, the US Federal Reserve (Fed) raised
its target range for the federal funds rate by 25 basis points, its
first increase since 20086. In contrast, the European Central Bank
(ECB) expanded its asset purchase program and extended it until
March 2017. Among major emerging markets, the People’s Bank
of China as well as the central banks of Russia and India eased
monetary policy, whereas Brazil's central bank raised interest rates
several times during the year.

In 2015, global equity markets were impacted by actions taken
by major central banks, geopolitical tensions and sharp move-
ments in currency and commodity markets. Among developed
markets, Japanese and eurozone equities outperformed, mainly
backed by expansionary monetary policies and the resulting cur-
rency depreciation. US equities were subdued as strength in mac-
roeconomic data was more than offset by the anticipation of the
interest rate increase by the Fed. Commodity-exposed equity mar-
kets such as emerging markets, Canada, Australia and the UK
underperformed, impacted by a broad-based weakness in com-
modity prices. Emerging markets were also pressured by contin-
ued growth concerns, particularly in China and Brazil (refer to the
charts “Equity markets”). Healthcare and consumer staples sec-
tors outperformed, driven by relatively good earnings growth, while
the energy and materials sectors were the weakest.

Yield curves remained at low levels in all major currencies.
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Equity markets closed slightly higher in 2015 with significant divergence across regions. Volatility increased especially in the third quarter. World

banks underperformed global equity markets.

Performance by region Performance world banks Volatility
Index (December 31, 2014 = 100) Index (December 31, 2014 = 100) %
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Credit spreads widened throughout the year.
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Equity market volatility, as measured by the Chicago Board Options
Exchange Market Volatility Index (VIX), was moderate during the
first half of the year, but increased substantially towards the middle
of the third quarter when a series of weak economic data led to an
increase in global economic growth concerns (refer to the charts
“Equity markets”). Risk appetite, as measured by the Credit Suisse
Equity Risk Appetite Index, had a rising trajectory during the first
half of the year, but declined towards the middle of the third quar-
ter and remained weak for the rest of the year. The Credit Suisse
Hedge Fund Index decreased 0.7% in 2015.

Source: Datastream, MSCI Barra, Credit Suisse

Source: Datastream, Credit Suisse

The performance of government bonds was generally positive
in 2015 and yields remained at low levels (refer to the charts “Yield
curves”). In local currency terms, Canadian, Italian and Swiss sov-
ereign bonds posted the best returns. Inflation-linked government
bonds experienced slightly negative total returns in 2015, mainly
due to the drop in commodity prices. Corporate bonds also had a
challenging year (refer to the charts “Credit spreads”), with credit
spreads widening more significantly for high yield issuers. US high
yield bonds were most affected by the commodities downturn,
with their total returns ending the year in negative territory. While
emerging markets hard currency bonds posted positive returns,
local currency-denominated bonds had a negative performance,
particularly in US dollar terms, as emerging markets currencies
sold off significantly in the first three quarters of the year.

The US dollar appreciated against all other major currencies
in 2015, mainly due to diverging monetary policies. Expectations
that the Fed would begin raising interest rates, while other cen-
tral banks such as the ECB and SNB eased monetary policy,
weighed in favor of the US dollar. The Swiss franc appreciated
strongly against the euro after the SNB discontinued the mini-
mum exchange rate in January 2015. Currencies of commodity-
exporting countries such as the Australian dollar, and the majority
of emerging markets currencies, weakened considerably against
the US dollar, mainly due to declining commodity prices in 2015.

The Credit Suisse Commodities Benchmark lost 29% amid
sector divergences. Precious metals gained at the beginning of the
year before the strengthening of the US dollar weighed on perfor-
mance. Energy markets were especially weak in the second half of
the year and were the weakest commodity segment by year-end.
The ongoing slowdown in Chinese industrial activity also drove
base metals prices lower. The performance of agricultural markets
was mixed and less correlated with other commodities.
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Market volumes (growth in % year on year)

2015 Global Europe
Equity trading volume 13 14
Announced mergers and acquisitions 2 42 13
Completed mergers and acquisitions 2 29 5
Equity underwriting 2 (12) 22)
Debt underwriting 2 8 (24)
Syndicated lending — investment grade 2 () -

1 London Stock Exchange, Borsa ltaliana, Deutsche Borse and BME. Global also includes
ICE and NASDAQ.
2 Dealogic.

SECTOR ENVIRONMENT

World bank stocks underperformed global equity markets in 2015
and ended the year 1% lower. European bank stocks underper-
formed world bank stocks by approximately 3.5% (refer to the
charts “Equity markets”).

In private banking, the low interest rate environment contin-
ued to provide challenging market conditions. The SNB decision
to discontinue the minimum exchange rate of CHF 1.20 per euro
and to further lower short-term interest rates impacted corporate
businesses. While negative interest rates have not generally been
applied to retail deposits in Switzerland, certain institutional client
deposits were affected. Clients maintained a cautious investment
stance, with cash deposits remaining high despite ongoing low
or falling interest rates. Overall, the wealth management sector
continued to adapt to further industry-specific regulatory changes.

In investment banking, US and European equity trading vol-
umes increased compared to 2014. Compared to 2014, globall
announced mergers & acquisitions (M&A) volumes rose strongly
by 42%. Global completed M&A volumes also increased, mainly
driven by higher volumes in the US. Global equity and debt under-
writing volumes decreased 12% and 8% compared to 2014,
driven by a 22% and 24% decrease in Europe, respectively. US
fixed income volumes increased slightly compared to 2014, driven
by stronger mortgage-backed volumes.
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In 2015, we recorded a net loss attributable to sharehold- As of the end of 2015, our Basel lll CET1 ratio was
ers of CHF 2,944 million. Diluted loss per share from 14.3% and 11.4% on a look-through basis. Our risk-
continuing operations was CHF 1.73 and return on equity ~ weighted assets were CHF 295.0 billion.

attributable to shareholders was (6.8)%.

Results
in / end of % change
2015 2014 2013 15/ 14 14/13
Statements of operations (CHF million)
Net interest income 9,299 9,034 8,115 3 11
Commissions and fees 12,044 13,0561 13,226 ()] M
Trading revenues 1,340 2,026 2,739 (34) (26)
Other revenues 1,114 2,131 1,776 (48) 20
Net revenues 23,797 26,242 25,856 (©)] 1
Provision for credit losses 324 186 167 74 M1
Compensation and benefits 11,546 11,334 11,256 2 1
General and administrative expenses 8,574 9,534 8,687 (10) 11
Commission expenses 1,623 1,561 1,738 4 (10)
Goodwill impairment 3,797 0 12 - (100)
Restructuring expenses 365 - - - -
Total other operating expenses 14,349 11,095 10,337 29 7
Total operating expenses 25,895 22,429 21,593 15 4
Income/(loss) from continuing operations before taxes (2,422) 3,627 4,096 - a1
Income tax expense 523 1,405 1,276 (63) 10
Income/(loss) from continuing operations (2,945) 2,222 2,820 - 21)
Income from discontinued operations 0 102 145 (100) (30)
Net income/(loss) (2,945) 2,324 2,965 - (22
Net income/(loss) attributable to noncontrolling interests (@) 449 639 - (30)
Net income/(loss) attributable to shareholders (2,944) 1,875 2,326 - 19)
of which from continuing operations (2,944) 1,773 2,181 - (19)
of which from discontinued operations 0 102 145 (100) (30)
Statement of operations metrics (%)
Return on regulatory capital (4.5) 6.3 - - -
Cost/income ratio 108.8 85.5 83.5 - -
Effective tax rate (21.6) 38.7 31.2 - -
Earnings per share (CHF)
Basic earnings/(loss) per share from continuing operations (1.73) 0.99 1.10 - (10)
Diluted earnings/(loss) per share from continuing operations (1.73) 0.98 1.10 - 1)
Return on equity (%)
Return on equity attributable to shareholders 6.8) 4.4 5.7 - -
Return on tangible equity attributable to shareholders ! (8.4) 5.4 7.2 - -
Balance sheet statistics (CHF million)
Total assets 820,805 921,462 872,806 an 6
Risk-weighted assets ? 289,946 284,248 266,103 2 7
Leverage exposure ? 987,628 1,149,656 - (14) -
Number of employees (full-time equivalents)
Number of employees 48,200 45,800 46,000 5 0

" Based on tangible shareholders’ equity attributable to shareholders, a non-GAAP financial measure, which is calculated by deducting goodwill and other intangible assets from total share-
holders’ equity attributable to shareholders. Management believes that the return on tangible shareholders’ equity attributable to shareholders is meaningful as it allows consistent measure-
ment of the performance of businesses without regard to whether the businesses were acquired.

2 Disclosed on a look-through basis.
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Credit Suisse reporting structure

Credit Suisse includes the results of our six reporting segments, including the Strategic Resolution Unit, and the Corporate Center. Core Results do

not include revenues and expenses from our Strategic Resolution Unit.

Credit Suisse

Core Results

Asia
Pacific

International
Wealth
Management

Private
Banking

Swiss
Universal
Bank

Private
Banking

Corporate & Asset
Institutional Banking Management

Global
Markets

Strategic
Resolution
Unit

Corporate
Center

Investment
Banking &
Capital
Markets

STRATEGY UPDATE

On October 21, 2015, we announced that the Board of Directors
had resolved to introduce a comprehensive package of measures
setting the new strategic direction, structure and organization of
the Group. We serve our clients through three regionally focused
divisions: Swiss Universal Bank, International Wealth Manage-
ment and Asia Pacific. These regional businesses are supported
by two other divisions specialized in investment banking capabili-
ties: Global Markets and Investment Banking & Capital Markets.
The Strategic Resolution Unit consolidates the remaining portfolios
from the former non-strategic units plus additional businesses and
positions that do not fit with our strategic direction. With the intro-
duction of the Strategic Resolution Unit, the concept of strategic
and non-strategic results was retired. A simplified Corporate Cen-
ter includes overall costs of corporate functions, providing trans-
parency of the pre- and post-allocated view of these costs.

> Referto “Strategy” in | — Information on the company for further information on
the new strategy and the organizational structure.

RESULTS SUMMARY

Full-year 2015 results

In 2015, Credit Suisse reported a net loss attributable to share-
holders of CHF 2,944 million, including a goodwill impairment
charge of CHF 3,797 million, compared to net income attributable
to shareholders of CHF 1,875 million in 2014.

Net revenues of CHF 23,797 million decreased 9% com-
pared to 2014, primarily reflecting lower net revenues in Global
Markets, the Strategic Resolution Unit, International Wealth Man-
agement, Investment Banking & Capital Markets and Swiss Uni-
versal Bank, partially offset by higher net revenues in Asia Pacific.
Net revenues in Global Markets declined due to challenging trad-
ing conditions, low levels of client activity and decreased issuance
activity. Net revenues in the Strategic Resolution Unit decreased
primarily due to lower noncontrolling interests without significant

economic interests (SEI) and losses relating to the restructuring
of the former Asset Management division in 2015. Net revenues
in International Wealth Management decreased with lower asset
management fees following the change in fund management from
Hedging-Griffo to a new venture in Brazil, Verde Asset Manage-
ment, in which we have a significant investment, significantly lower
performance fees and carried interest and lower other revenues,
partially offset by higher net interest income. Lower net revenues
in Investment Banking & Capital Markets reflected lower debt
and equity underwriting revenues, partially offset by higher advi-
sory revenues. Net revenues in Swiss Universal Bank decreased
slightly, mainly driven by larger gains from the sale of real estate in
2014, the impact of the deconsolidation of the credit and charge
cards issuing business following its transfer to Swisscard AECS
GmbH, an entity in which we hold a significant equity interest, and
lower transaction-based revenues, partially offset by higher net
interest income. Net revenues in Asia Pacific were higher, reflect-
ing a strong performance in 2015, particularly in equity sales and
trading and from © ultra-high-net-worth individual (UHNW!I) and
© high-net-worth individual (HNWI) client business.

Provision for credit losses of CHF 324 million primar-
ily reflected net provisions of CHF 138 million in Swiss Universal
Bank and net provisions of CHF 132 million in the Strategic Reso-
lution Unit.

Total operating expenses of CHF 25,895 million were up
15% compared to 2014, primarily reflecting the goodwill impair-
ment charge in the fourth quarter of 2015. In addition, we incurred
CHF 355 million of restructuring expenses in the fourth quarter of
2015 in connection with the new strategy, of which CHF 309 mil-
lion related to severance and other compensation expenses.

Goodwill: The new strategic direction, structure and organiza-
tion that we announced on October 21, 2015 required an impair-
ment assessment of the carrying value of our goodwill position
in the fourth quarter of 2015, the most significant component of



which arose from the acquisition of Donaldson, Lufkin & Jenrette
Inc. in 2000. Upon performance of that assessment, we recorded
a goodwill impairment charge of CHF 3,797 million in the fourth
quarter of 2015, which was recognized across three business
divisions in relation to our investment banking activities: Global
Markets (CHF 2,661 million), Asia Pacific (CHF 756 million) and
Investment Banking & Capital Markets (CHF 380 million). The
goodwill impairment charge did not impact CET1 capital and lever-
age ratios on a look-through basis.

The Credit Suisse effective tax rate was (21.6)% in 2015,
compared to 38.7% in 2014. The effective tax rate for 20156
mainly reflected the non-deductible goodwill impairment and addi-
tional tax charges from changes in tax law and rates in the UK and
New York City. These impacts were partially offset by tax benefits
from the geographical mix of results and reassessment of deferred
tax balances, mainly in Hong Kong. It also reflected changes in
valuation allowances against deferred tax assets, mainly in the
UK and Switzerland. Overall, net deferred tax assets increased
CHF 95 million to CHF 6,125 million during 2015.

» Refer to “Note 28 — Tax” in V — Consolidated financial statements — Credit
Suisse Group for further information.

Full-year 2014 results

In 2014, Credit Suisse reported net income attributable to share-
holders of CHF 1,875 million compared to CHF 2,326 million in
2013.

Net revenues of CHF 26,242 million were stable compared
to 2013, primarily reflecting higher net revenues in Asia Pacific,
Swiss Universal Bank and Corporate Center, partially offset by
lower net revenues in the Strategic Resolution Unit, Global Mar-
kets and International Wealth Management. Higher net revenues
in Asia Pacific were due to strong performance in 2014 in fixed
income and equity sales and trading as well as from UHNWI and
HNWI client business. Net revenues in Swiss Universal Bank
increased slightly, mainly driven by larger gains from the sale in
real estate and a gain related to the partial sale of our investment
in Euroclear, partially offset by lower net interest income and lower
transaction-based revenues. The improved results in Corporate
Center mainly reflected fair value gains from movements in own
credit spreads of CHF 543 million in 2014 compared to fair value
losses from movements in own credit spreads of CHF 296 million
in 2013. Net revenues in the Strategic Resolution Unit decreased,
primarily driven by lower net revenues relating to the restructur-
ing of the former Asset Management division and losses from
the legacy investment banking portfolio in 2014. Net revenues in
Global Markets were down, reflecting lower results in equity sales
and trading that offset stable performance in fixed income sales
and trading. Net revenues in International Wealth Management
decreased with significantly lower performance fees and carried
interest and lower net interest income, partially offset by higher
other revenues.

Operating and financial review
Credit Suisse

Provision for credit losses of CHF 186 million primarily
reflected net provisions of CHF 94 million in Swiss Universal Bank,
net provisions of CHF 40 million in Asia Pacific and net provisions
of CHF 33 million in the Strategic Resolution Unit.

Total operating expenses of CHF 22,429 million were up
4% compared to 2013, mainly reflecting an 11% increase in gen-
eral and administrative expenses, primarily driven by the litigation
settlement charge of CHF 1,618 million relating to the final settle-
ment of all outstanding US cross-border matters in 2014.

The Credit Suisse effective tax rate was 38.7% in 2014,
compared to 31.2% in 2013. The effective tax rate for 2014 was
mainly impacted by the geographical mix of results, the tax bene-
fits for audit closures and tax settlements, the recognition of addi-
tional deferred tax assets relating to timing differences following
certain changes in Swiss GAAP as well as the reassessment of
deferred tax balances in Switzerland following the annual busi-
ness plan process. It also reflected changes in valuation allow-
ances against deferred tax assets mainly in the UK. In addition,
the tax rate was negatively affected by the impact of a change
in New York state tax law and reflected the impact relating to the
non-deductible portion for litigation provisions and litigation settle-
ments. Overall, net deferred tax assets increased CHF 239 million
to CHF 6,030 million during 2014.

EMPLOYEES
As of December 31, 2015, we had 48,200 employees worldwide,
of which 17,400 were in Switzerland and 30,800 were abroad.
The number of employees increased by 2,400 compared to the
end of 2014. The increase reflected graduate hiring and contractor
employee conversion, partially offset by a decrease in headcount
resulting from our cost efficiency initiatives. Our corporate titles
include managing director, director, vice president, assistant vice
president and non-officer staff. The majority of our employees
do not belong to unions. We have not experienced any significant
strikes, work stoppages or labor disputes in recent years. We con-
sider our relations with our employees to be good.

Number of employees

end of 2015 2014 % change
Number of employees (full-time equivalents)
Swiss Universal Bank 14,200 13,200
International Wealth Management 9,100 8,700 5
Asia Pacific 6,700 5,900 14
Global Markets 13,000 11,900 9
Investment Banking & Capital Markets 2,800 2,400 17
Strategic Resolution Unit 2,100 3,400 (38)
Corporate Center 300 300 0
Number of employees 48,200 45,800 5
of which Switzerland 17,400 17,100 2
of which all other regions 30,800 28,700 7
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Overview of Results

in / end of
2015 (CHF million)
Net revenues
Provision for credit losses
Compensation and benefits
Total other operating expenses

of which goodwill impairment

of which restructuring expenses
Total operating expenses
Income/(loss) before taxes

Return on regulatory capital
Cost/income ratio

Total assets
Goodwill
Risk-weighted assets '

Leverage exposure '

2014 (CHF million)

Net revenues

Provision for credit losses
Compensation and benefits
Total other operating expenses
Total operating expenses
Income/(loss) before taxes

Return on regulatory capital
Cost/income ratio

Total assets
Goodwill
Risk-weighted assets '

Leverage exposure

2013 (CHF million)

Net revenues

Provision for credit losses
Compensation and benefits
Total other operating expenses
Total operating expenses
Income/(loss) before taxes

Cost/income ratio

Total assets
Goodwill

Risk-weighted assets '

' Disclosed on a look-through basis.

Swiss
Universal
Bank

5,563
138
1,915
1,851
0

39
3,766
1,659

13.8
67.7

218,306
567
59,869
235,700

5,721

94
1,835
1,816
3,651
1,976

16.5
63.8

213,888
570
57,291
238,856

5,612

71
2,066
1,735
3,801
1,740

67.7

186,122
541
51,777

International
Wealth
Management

4,394
3
2,044
1,638
0

33
3,682
709

15.5
83.8

94,033

1,549
32,407
99,112

4,751

12
2,138
1,389
3,527
1,212

27.0
74.2

92,466

1,657
31,471
84,369

4,929

2,149
1,565
3,704
1,217

75.1

80,336
1,443
26,302

Global

Asia Pacific Markets
3,839 7,391

35 13

1,657 3,418
1,870 5,904

756 2,661

3 105

3,427 9,322

377 (1,944)

6.7 (10.0)
89.3 126.1

85,929 262,201

1,522 531
27,624 73,706
98,698 313,315

3,335 8,613
40 7
1,425 3,332
970 2,617
2,395 5,949
900 2,657
13.1 14.0
71.8 69.1

105,674 365,680

2,290 3,206
27,139 73,280
137,843 412,316

3,018 8,974
@) 17
1,326 3,271
047 2,674
2,273 5,945
752 3,012
75.3 66.2

98,672 369,563
2,118 2,953
22,349 73,300

Investment
Banking &
Capital
Markets

1,752
3
1,266
836
380
22
2,102
(353)

(156.0)
120.0

19,800

639
17,824
42,861

2,106
(2)
1,188
412
1,600
508

26.2
76.0

14,928

1,022
13,870
42,017

2,014

1,056
377
1,433
581

6,662
944
11,210

Corporate
Center

445
0
329
476
0
805
(360)

62,872

0
16,878
59,723

548

334
265
599
(53)

21,562

0
16,125
15,180

(321)
238
88

326
(648)

32,979

15,298

Core
Results

23,384
192
10,629
12,575
3,797
202
23,104
88

0.2
98.8

743,141

4,808
228,308
849,409

25,074
153
10,252
7,469
17,721
7,200

15.5
70.7

813,998

8,644
219,176
930,581

24,226
90
10,106
7,376
17,482
6,654

72.2

764,334
7,999
200,236

Strategic
Resolution
Unit

413
132
1,017
1,774
0

153
2,791
(2,510)

(28.2)

77,664
0
61,638
138,219

1,168
33
1,082
3,626
4,708
(3,573)

(32.6)

107,464
0
656,072
219,075

1,630
77
1,150
2,061
4,111
(2,558)

108,472
0
65,867

Credit
Suisse

23,797
324
11,546
14,349
3,797
355
25,895
(2,422)

(4.5)
108.8

820,805

4,808
289,946
987,628

26,242
186
11,334
11,095
22,429
3,627

6.3
86.5

921,462
8,644
284,248
1,149,656

25,856
167
11,256
10,337
21,593
4,096

83.5

872,806
7,999
266,103



INFORMATION AND DEVELOPMENTS

Format of presentation

In managing the business, revenues are evaluated in the aggre-
gate, including an assessment of trading gains and losses and the
related interest income and expense from financing and hedging
positions. For this reason, individual revenue categories may not
be indicative of performance.

As of January 1, 2013, © Basel lll was implemented in Switzer-
land along with the Swiss © “Too Big to Fail” legislation and regu-
lations thereunder. As of January 1, 2015, the © Bank for Interna-
tional Settlements (BIS) leverage ratio framework, as issued by the

Basel Committee on Banking Supervision (BCBS), was imple-
mented in Switzerland by the © Swiss Financial Market Super-
visory Authority FINMA (FINMA). Our related disclosures are in
accordance with our interpretation of such requirements, including
relevant assumptions and estimates. Changes in the interpretation
of these requirements in Switzerland or in any of our interpreta-
tions, assumptions or estimates could result in different numbers
from those shown herein.

As used herein, leverage exposure is based on the BIS lever-
age ratio framework and consists of period-end balance sheet
assets and prescribed regulatory adjustments. Leverage amounts
as of the end of 2014, which are presented in order to show mean-
ingful comparative information, are based on estimates which are
calculated as if the BIS leverage ratio framework had been imple-
mented in Switzerland at such time.

Return on regulatory capital is calculated using income after
tax and assumes a tax rate of 30% and capital allocated based on
the worst of 10% of average © risk-weighted assets and 3.5% of
average leverage exposure. For 2014 calculations, end of period
risk-weighted assets and leverage exposure were used.

The calculation of divisional economic risk capital metrics
and associated ratios under the new organization required cer-
tain additional assumptions and allocation methods which may not
be required for future periods given the level of information then
available.

» Refer to “Leverage metrics” and “Economic risk capital” in Ill — Treasury, Risk,
Balance sheet and Off-balance sheet — Capital management and Risk manage-
ment — Risk coverage and management, respectively, for further information on
leverage exposure, ratios and economic risk capital.

Capital increase

At an Extraordinary General Meeting on November 19, 2015, the
Group's shareholders approved two capital increases. We com-
pleted the first capital increase by way of a private placement of
58,000,000 newly issued shares to a number of qualified inves-
tors. We completed the second capital increase by way of a rights
offering. By the end of the rights exercise period on December 3,
2015, 99.0% of the rights had been exercised and 268,445,328
newly issued shares were subscribed. We sold in the market the
2,638,670 newly issued shares that were not subscribed. The
gross proceeds for the Group from these capital increases totaled
CHF 6.0 billion.

Operating and financial review
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Capital distribution proposal

Our Board of Directors will propose to the shareholders at the
Annual General Meeting (AGM) on April 29, 2016 a distribution
of CHF 0.70 per share out of capital contribution reserves for the
financial year 2015. The distribution will be free of Swiss withhold-
ing tax and will not be subject to income tax for Swiss resident
individuals holding the shares as a private investment. The distri-
bution will be payable in cash or, subject to any legal restrictions
applicable in shareholders’ home jurisdictions, in new shares of
Credit Suisse Group at the option of the shareholder. The Board
proposes to increase the authorized capital to a maximum of
CHF 9.2 million (equivalent to 230,000,000 registered shares),
of which CHF 5.2 million (equivalent to 130,000,000 registered
shares) are exclusively reserved for servicing a stock dividend or a
scrip dividend. In case the AGM does not support the increase of
authorized capital for stock or scrip dividend, no dividend distribu-
tion will take place.

Compensation and benefits

Compensation and benefits for a given year reflect the strength
and breadth of the business results and staffing levels and include
fixed components, such as salaries, benefits and the amortization
of share-based and other deferred compensation from prior-year
awards, and a discretionary variable component. The variable com-
ponent reflects the performance-based variable compensation for
the current year. The portion of the performance-based compen-
sation for the current year deferred through share-based and other
awards is expensed in future periods and is subject to vesting and
other conditions.

Our shareholders’ equity reflects the effect of share-based
compensation. Share-based compensation expense (which is gen-
erally based on © fair value at the time of grant) reduces equity;
however, the recognition of the obligation to deliver the shares
increases equity by a corresponding amount. Equity is generally
unaffected by the granting and vesting of share-based awards and
by the settlement of these awards through the issuance of shares
from approved conditional capital. The Group issues shares from
conditional capital to meet its obligations to deliver share-based
compensation awards. If Credit Suisse purchases shares from the
market to meet its obligation to employees, these purchased trea-
sury shares reduce equity by the amount of the purchase price.
Shareholders’ equity also includes, as additional paid-in capital,
the excess tax benefits/charges that arise at settlement of share-
based awards.

The economic value of variable incentive compensation
awarded for 2015 for the Group was 11% lower than in 2014,
reflecting compensation discipline and the lower results.

» Refer to “Compensation” in IV — Corporate Governance and Compensation for

further information.

» Refer to “Consolidated statements of changes in equity” and “Note 29 —
Employee deferred compensation” in V — Consolidated financial statements —
Credit Suisse Group for further information.

» Refer to “Tax benefits associated with share-based compensation” in Note 28
— Tax in V — Consolidated financial statements — Credit Suisse Group for further
information.
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Allocations and funding

Responsibility for each product is allocated to a segment, which
records all related revenues and expenses. Revenue-sharing and
service level agreements govern the compensation received by
one segment for generating revenue or providing services on
behalf of another. These agreements are negotiated periodically
by the relevant segments on a product-by-product basis.

The aim of revenue-sharing and service level agreements is to
reflect the pricing structure of unrelated third-party transactions.

Corporate services and business support in finance, opera-
tions, human resources, legal, compliance, risk management and
IT are provided by corporate functions. Such costs are allocated to
the segments and Corporate Center based on their requirements
and other relevant measures.

We centrally manage our funding activities. New securities for
funding and capital purposes are issued primarily by the Bank.

» Refer to “Funding” in V — Consolidated financial statements — Credit Suisse
Group — Note 5 — Segment information for further information.

Fair valuations

Fair value can be a relevant measurement for financial instruments
when it aligns the accounting for these instruments with how we
manage our business. The levels of the fair value hierarchy as
defined by the relevant accounting guidance are not a measure-
ment of economic risk, but rather an indication of the observability
of prices or valuation inputs.

» Refer to “Note 1 — Summary of significant accounting policies” and “Note 35
— Financial instruments” in V — Consolidated financial statements — Credit Suisse
Group for further information.

The fair value of the majority of the Group’s financial instruments
is based on quoted prices in active markets (level 1) or observable
inputs (level 2). These instruments include government and agency
securities, certain © commercial paper, most investment grade
corporate debt, certain high yield debt securities, exchange-traded
and certain © over-the-counter (OTC) derivative instruments and
most listed equity securities.

In addition, the Group holds financial instruments for which
no prices are available and which have little or no observable
inputs (level 3). For these instruments, the determination of fair
value requires subjective assessment and judgment depending on
liquidity, pricing assumptions, the current economic and competi-
tive environment and the risks affecting the specific instrument.

In such circumstances, valuation is determined based on man-
agement’s own judgments about the assumptions that market
participants would use in pricing the asset or liability (including
assumptions about risk). These instruments include certain OTC
derivatives, including equity and credit derivatives, certain corpo-
rate equity-linked securities, mortgage-related and © collateralized
debt obligation (CDO) securities, private equity investments, cer-
tain loans and credit products, including leveraged finance, certain
syndicated loans and certain high yield bonds, and life finance
instruments.

Models were used to value financial instruments for which no
prices are available and which have little or no observable inputs
(level 3). Models are developed internally and are reviewed by
functions independent of the front office to ensure they are appro-
priate for current market conditions. The models require subjec-
tive assessment and varying degrees of judgment depending on
liquidity, concentration, pricing assumptions and risks affecting the
specific instrument. The models consider observable and unob-
servable parameters in calculating the value of these products,
including certain indices relating to these products. Consideration
of these indices is more significant in periods of lower market
activity.

As of the end of 2015, 43% and 27% of our total assets and
total liabilities, respectively, were measured at fair value.

While the majority of our level 3 assets are recorded in our
investment banking businesses, some are recorded in Interna-
tional Wealth Management’s Asset Management business, spe-
cifically certain private equity investments. Total assets at fair value
recorded as level 3 decreased CHF 3.8 billion to CHF 35.7 billion
as of the end of 2015, primarily reflecting net settlements, mainly
in trading assets, and the foreign exchange translation impact,
mainly in trading assets and loans held-for-sale, partially offset by
net transfers into level 3 assets, mainly in trading assets.

Our level 3 assets, excluding assets attributable to noncontrol-
ling interests and assets of consolidated variable interest entities
(VIEs) that are not risk-weighted assets under the Basel frame-
work, were CHF 31.5 billion, compared to CHF 35.5 billion as
of the end of 2014. As of the end of 2015, these assets com-
prised 4% of total assets and 9% of total assets measured at fair
value, both adjusted on the same basis, compared to 4% and 8%,
respectively, as of the end of 2014.

We believe that the range of any valuation uncertainty, in the
aggregate, would not be material to our financial condition, however,
it may be material to our operating results for any particular period,
depending, in part, upon the operating results for such period.



EVOLUTION OF LEGAL ENTITY STRUCTURE

The execution of the program evolving the Group’s legal entity

structure to meet developing and future regulatory requirements

has continued to progress and we have reached a number of sig-

nificant milestones over the course of the year.
In April 2015, we incorporated a new Swiss legal entity, Credit
Suisse (Schweiz) AG, a wholly-owned subsidiary of Credit
Suisse AG and registered it in the Commercial Register of the
Canton of Zurich. We have applied for a Swiss banking license
and expect that this entity, which will largely include the busi-
ness of the Swiss Universal Bank division, will become opera-
tional in the second half of 2016, pending regulatory approval,
including © FINMA. The new legal entity structure in Swit-
zerland is not expected to significantly impact either our cur-
rent business proposition nor our client servicing model. Credit
Suisse (Schweiz) AG will provide clients with access to high-
quality services, the entire product offering and the compre-
hensive expertise of our global bank. Both Credit Suisse AG
and Credit Suisse (Schweiz) AG are expected to be licensed
Swiss banks and subject to the specific Swiss requirements for
systemically relevant banks with respect to capital adequacy,
liquidity and risk diversification. The same rules on depositor
protection and segregation of custody assets will apply to both;

Operating and financial review
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In 2015, USD 15 billion of senior unsecured bail-in instruments
were issued that we expect will be eligible for future capital
treatment under © total loss-absorbing capacity (TLAC) rules
proposed by the Financial Stability Board to facilitate a Sin-
gle Point of Entry bail-in resolution strategy. To comply with
the current Swiss tax withholding regime, this bail-in debt was
issued by a wholly-owned subsidiary of the Group and is guar-
anteed by the Group;

In December 2015, we received regulatory approval from the
Central Bank of Ireland to operate a branch of Credit Suisse
AG in Dublin. The newly established branch will become our
primary hub for prime services business in Europe.

The legal entity program has been prepared in discussion with
FINMA, our primary regulator, and other regulators and will address
regulations in Switzerland, the US and the UK with respect to
future requirements for global recovery and resolution planning by
systemically relevant banks, such as Credit Suisse, that will facili-
tate resolution of an institution in the event of a failure. We expect
these changes will result in a less complex entity structure for the
Group. The program has been approved by the Board of Directors
of the Group, but it remains subject to final approval by FINMA and
other regulators.

Relationship between total shareholders’ equity, tangible shareholders’ equity and regulatory capital

Credit Suisse measures firm-wide returns against total shareholders’ equity and tangible shareholders’ equity. In addition, it also mea-
sures the efficiency of the firm and its divisions with regards to the usage of capital as determined by the minimum requirements set by

regulators. This regulatory capital is calculated as the worst of 10% of
percentages are used in the calculation in order to reflect the 2019 fully phased in Swiss regulatory minimum requirements for

I CET1 capital and leverage ratio.

End of / in 2015 (CHF billion, except where indicated)

risk-weighted assets and 3.5% of the leverage exposure. These
Basel

Tangible shareholders’ equity

Return on tangible shareholders’ equity — excluding FVoD'  (9)%
Return on tangible shareholders’ equity ®8)%

Regulatory capital
Return on regulatory capital (5)%

" Excludes impact from fair value on own debt (FVoD) of CHF 298 million.

346 4.8
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CORE RESULTS

Full-year 2015 results

In 2015, Core Results net revenues of CHF 23,384 million
decreased 7% compared to 2014, primarily reflecting lower net
revenues in Global Markets, International Wealth Management,
Investment Banking & Capital Markets and Swiss Universal Bank,
partially offset by higher net revenues in Asia Pacific. Provision for
credit losses was CHF 192 miillion, primarily reflecting net provi-
sions of CHF 138 million in Swiss Universal Bank and CHF 35
million in Asia Pacific. Total operating expenses of CHF 23,104
million were up 30% compared to 2014, primarily reflecting the
goodwill impairment charge of CHF 3,797 million in 2015 and a
17% increase in general and administrative expenses.

Credit Suisse and Core Results

Full-year 2014 results

In 2014, Core Results net revenues of CHF 25,074 million
increased 4% compared to 2013, primarily reflecting higher net
revenues in Asia Pacific and Corporate Center, partially offset by
lower net revenues in Global Markets and International Wealth
Management. Provision for credit losses was CHF 153 million,
mainly reflecting net provisions of CHF 94 million in Swiss Uni-
versal Bank and CHF 40 million in Asia Pacific. Total operating
expenses of CHF 17,721 million were stable compared to 2013,
reflecting a 4% increase in general and administrative expenses,
offset by a 9% decrease in commission expenses, and stable
compensation and benefits.

Core Results Strategic Resolution Unit Credit Suisse
in / end of 2015 2014 2013 2015 2014 2013 2015 2014 2013
Statements of operations (CHF million)
Net revenues 23,384 25,074 24,226 413 1,168 1,630 23,797 26,242 25,856
Provision for credit losses 192 153 90 132 33 77 324 186 167
Compensation and benefits 10,629 10,2562 10,106 1,017 1,082 1,160 11,646 11,334 11,256
General and administrative expenses 7,112 6,086 5,849 1,462 3,448 2,738 8,674 9,634 8,587
Commission expenses 1,464 1,383 1,627 159 178 211 1,623 1,561 1,738
Goodwill impairment 3,797 0 0 0 0 12 3,797 0 12
Restructuring expenses 202 - - 163 - - 365 - -
Total other operating expenses 12,575 7,469 7,376 1,774 3,626 2,961 14,349 11,095 10,337
Total operating expenses 23,104 17,721 17,482 2,791 4,708 4,111 25,895 22,429 21,593
Income/(loss) before taxes 88 7,200 6,654 (2,510) (3,573) (2,558) (2,422) 3,627 4,096
Statement of operations metrics (%)
Return on regulatory capital 0.2 156.5 - (28.2) (32.6) - (4.5) 6.3 -
Balance sheet statistics (CHF million)
Total assets 743,141 813,998 764,334 77,664 107,464 108,472 820,805 921,462 872,806
Risk-weighted assets ' 228,308 219,176 200,236 61,638 65,072 65,867 289,946 284,248 266,103
Leverage exposure ' 849,409 930,581 - 138,219 219,075 - 987,628 1,149,666 -

" Disclosed on a look-through basis.
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Core Results by business activity
Investment
Swiss  International Banking &

Universal Wealth Global Capital Corporate Core
in 2015 Bank Management Asia Pacific Markets Markets Center Results
Related to private banking (CHF million)

Net revenues 3,633 3,066 1,178 - - - 7,877
*of which netinterest income 1770 1006 445 - - - 3,221
~of whichrecuring 1102 1161 %0 - - - 2,523
*of which transaction-based 657 so1 46 - - - 2,004
Provision for credit losses 49 3 18 - - - 70
Total operating expenses 2,715 2,637 816 - - - 6,068
Income before taxes 869 526 344 - - - 1,739
Related to corporate & institutional banking (CHF million)

Net revenues 1,930 - - - - - 1,930
" of which net interest income 97 o o - o . 087
e v g ....................................................... o IR IR S S IR i67
" of which transaction-based a8 o o o o I 498
Provision for credit losses 89 - - - - - 89
Total operating expenses 1,051 - - - - - 1,051
Income before taxes 790 - - - - - 790
Related to investment banking (CHF million)

Net revenues - - 2,661 7,391 1,752 - 11,804
© of which fixed income sales and trading - - 608 38156 - - 4423
©of which equity sales and trading - - 1872 o787 - - 4,659
©of which underwriting and advisory - - 290 994 1933 - 3219
Provision for credit losses - - 17 13 3 - 33
Total operating expenses - - 2,611 9,322 2,102 - 14,035
Income/(loss) before taxes - - 33 (1,944) (353) - (2,264)
Related to asset management (CHF million)

Net revenues - 1,328 - - - - 1,328
Provision for credit losses - 0 - - - - 0
Total operating expenses - 1,145 - - - - 1,145
Income before taxes - 183 - - - - 183
Related to corporate center (CHF million)

Net revenues - - - - - 445 445
Provision for credit losses - - - - - 0 0
Total operating expenses - - - - - 805 805
Loss before taxes - - - - - (360) (360)
Total (CHF million)

Net revenues 5,563 4,394 3,839 7,391 1,762 445 23,384
Provision for credit losses 138 3 35 13 3 0 192
Total operating expenses 3,766 3,682 3,427 9,322 2,102 805 23,104

Income/(loss) before taxes 1,659 709 377 (1,944) (353) (360) 88
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DIFFERENCES BETWEEN GROUP AND BANK

Except where noted, the business of the Bank is substantially the
same as the business of Credit Suisse Group, and substantially all
of the Bank'’s operations are conducted through the Swiss Univer-
sal Bank, International Wealth Management, Asia Pacific, Global
Markets, Investment Banking & Capital Markets and the Strategic
Resolution Unit segments. These segment results are included in
Core Results, except for the Strategic Resolution Unit, which is
part of the Credit Suisse Results. Certain other assets, liabilities
and results of operations are managed as part of the activities of
the six segments. However, since they are legally owned by the
Group, they are not included in the Bank’s consolidated financial

Differences between Group and Bank businesses

statements. These relate principally to the activities of Neue Aar-
gauer Bank and BANK-now, which are managed as part of Swiss
Universal Bank, financing vehicles of the Group and hedging activ-
ities relating to share-based compensation awards. Core Results
also include certain Corporate Center activities of the Group that
are not applicable to the Bank.

These operations and activities vary from period to period and
give rise to differences between the Bank’s assets, liabilities, rev-
enues and expenses, including pensions and taxes, and those of
the Group.

» Refer to “Note 41 — Subsidiary guarantee information” in V — Consolidated
financial statements — Credit Suisse Group for further information on the Bank.

Entity
Neue Aargauer Bank AG
BANK-now AG

Financing vehicles of the Group

Comparison of consolidated statements of operations

Principal business activity
Banking (in the Swiss canton of Aargau)
Private credit and car leasing (in Switzerland)

Special purpose vehicles for various funding activities of the Group,
including for purposes of raising capital

Group Bank
in 2015 2014 2013 2015 2014 2013
Statements of operations (CHF million)
Net revenues 23,797 26,242 25,856 23,211 25,589 25,314
Total operating expenses 25,895 22,429 21,593 25,873 22,503 21,567
Income/(loss) from continuing operations before taxes (2,422) 3,627 4,096 (2,938) 2,961 3,654
Income tax expense 523 1,405 1,276 439 1,299 1,170
Income/(loss) from continuing operations (2,945) 2,222 2,820 (3,377) 1,662 2,484
Income from discontinued operations 0 102 145 0 102 145
Net income/(loss) (2,945) 2,324 2,965 (3,377) 1,764 2,629
Net income/(loss) attributable to noncontrolling interests (1) 449 639 7 445 669
Net income/(loss) attributable to shareholders (2,944) 1,875 2,326 (3,370) 1,319 1,960
Comparison of consolidated balance sheets

Group Bank

end of 2015 2014 2015 2014
Balance sheet statistics (CHF million)
Total assets 820,805 921,462 803,931 904,849
Total liabilities 775,787 876,461 759,241 860,208



Operating and financial review 63

Credit Suisse

Capitalization and indebtedness

Group Bank
end of 2015 2014 2015 2014
Capitalization and indebtedness (CHF million)
Due to banks 21,054 26,009 21,460 26,506
Customer deposits 342,706 369,058 331,700 357,569
Central bank funds purchased, securities sold under
repurchase agreements and securities lending transactions 46,598 70,119 46,598 70,119
Long-term debt 197,608 177,898 192,094 172,947
Other liabilities 167,822 233,377 167,389 233,067
Total liabilities 775,787 876,461 759,241 860,208
Total equity 45,018 45,001 44,690 44,641
Total capitalization and indebtedness 820,805 921,462 803,931 904,849
BIS capital metrics

Group Bank
end of 2015 2014 2015 2014
Capital and risk-weighted assets (CHF million)
Common equity tier 1 (CET1) capital 42,072 43,322 40,013 40,853
Tier 1 capital 53,063 49,804 50,570 47,114
Total eligible capital 62,682 60,751 60,242 58,111
Risk-weighted assets 294,950 291,410 286,947 282,994
Capital ratios (%)
CET1 ratio 14.3 14.9 13.9 14.4
Tier 1 ratio 18.0 171 17.6 16.6
Total capital ratio 21.3 20.8 21.0 20.5
Dividends of the Bank to the Group
end of 2015 2014
Per share issued (CHF)
Dividend "2 0.00° 0.00

The Bank's total share capital is fully paid and consisted of 4,399,680,200 registered shares as of December 31, 2016 and 2014, respectively.
' Dividends are determined in accordance with Swiss law and the Bank's articles of incorporation.

2 In 2013, 2012 and 2011, dividends per share issued were CHF 0.00, CHF 0.23 and CHF 0.23, respectively.

3 Proposal of the Board of Directors to the annual general meeting of the Bank for a dividend of CHF 10 million.
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Swiss Universal Bank

In 2015, we reported income before taxes of CHF 1,659 total operating expenses and higher provision for credit
million and net revenues of CHF 5,563 million. losses.

Income before taxes decreased 16% compared to
2014, reflecting slightly lower net revenues, slightly higher

Divisional results

in / end of % change

2015 2014 2013 16/ 14 14/13
Statements of operations (CHF million)
Net revenues 5,563 5,721 5,612 3) 2
Provision for credit losses 138 94 71 47 32
Compensation and benefits 1,915 1,835 2,066 4 1)
General and administrative expenses 1,540 1,526 1,397 1 9
Commission expenses 272 290 338 ®) (14)
Restructuring expenses 39 - - - -
Total other operating expenses 1,851 1,816 1,735 2 5
Total operating expenses 3,766 3,651 3,801 3 4)
Income before taxes 1,659 1,976 1,740 (16) 14
Statement of operations metrics (%)
Return on regulatory capital 13.8 16.6 - - -
Cost/income ratio 67.7 63.8 67.7 - -
Economic risk capital and return
Average economic risk capital (CHF million) 4,791 4,905 5,137 2 (@)
Pre-tax return on average economic risk capital (%) 34.8 40.5 34.1 - -
Number of employees and relationship managers
Number of employees (full-time equivalents) 14,200 13,200 13,200 8 0
Number of relationship managers 2,060 2,070 2,040 0 1

! Calculated using a return excluding interest costs for allocated goodwill.
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Net revenues (CHF million)

Private Banking

Corporate & Institutional Banking

Net revenues

Net revenue detail (CHF million)

Net interest income

Recurring commissions and fees
Transaction-based revenues

Other revenues

Net revenues

Provision for credit losses (CHF million)
New provisions

Releases of provisions

Provision for credit losses

Balance sheet statistics (CHF million)
Total assets

Net loans

Risk-weighted assets

Leverage exposure

in / end of % change

2015 2014 2013 15/ 14 14/13
3,633 3,914 3,692 (7) 6
1,930 1,807 1,920 7 ®)
5,563 5,721 5,612 3) 2
2,757 2,377 2,662 16 (7)
1,569 1,671 1,660 6) 1
1,165 1,271 1,345 ) ©®)
82 402 45 (80) -
5,563 5,721 5,612 3) 2
205 163 179 26 ©]

67) (69) (108) ® (36)

138 94 71 47 32
218,306 213,888 186,122 2 15
163,912 164,765 - (1) -
59,869 57,291 B51,777 4 11
235,700 238,866 - (@) -

Net interest income includes a term spread credit on stable deposit funding and a term spread charge on loans. Recurring commissions and fees includes investment product management,
discretionary mandate and other asset management-related fees, fees for general banking products and services and revenues from wealth structuring solutions. Transaction-based revenues
arise primarily from brokerage and product issuing fees, fees from foreign exchange client transactions, trading and sales income, equity participations income and other transaction-based
income. Other revenues include fair value gains/(losses) on the Clock Finance transaction and other gains and losses.

RESULTS SUMMARY

Full-year 2015 results

In 2015, Swiss Universal Bank reported income before taxes of
CHF 1,659 million and net revenues of CHF 5,563 million. Com-
pared to 2014, net revenues decreased slightly, mainly driven
by larger gains from the sale of real estate in 2014, the impact
of the deconsolidation of the cards issuing business and lower
transaction-based revenues, partially offset by higher net interest
income. The decrease in transaction-based revenues reflected
lower brokerage and product issuing fees and lower fees from for-
eign exchange client business, partially offset by an extraordinary
dividend from our ownership interest in SIX Group AG and higher
sales and trading revenues. Net interest income increased, reflect-
ing improved loan margins on stable average loan volumes, partially
offset by lower deposit margins on slightly higher average deposit
volumes. Excluding the net impact from the real estate gains of
CHF 319 million and the deconsolidation of the cards issuing busi-
ness of CHF 165 million, net revenues increased 7%. Provision for
credit losses was CHF 138 million in 2015 on a net loan portfolio
of CHF 163.9 billion. Total operating expenses increased slightly,
reflecting higher salary expenses due to a recalibration of Swiss
holiday accruals, restructuring expenses in connection with the
implementation of the new strategy, higher professional expenses
and litigation provisions, partially offset by lower expenses due to
the deconsolidation of the cards issuing business in the third quar-
ter of 2015.

Full-year 2014 results

In 2014, Swiss Universal Bank reported income before taxes of
CHF 1,976 million and net revenues of CHF 5,721 million. Com-
pared to 2013, net revenues increased slightly, mainly driven
by larger gains from the sale of real estate and a gain related
to the partial sale of our investment in Euroclear, partially offset
by lower net interest income and lower transaction-based reve-
nues. The decrease in net interest income reflected significantly
lower deposit margins on higher average deposit volumes, par-
tially offset by stable loan margins on slightly higher average loan
volumes. The decrease in transaction-based revenues reflected
lower brokerage and product issuing fees and lower fees from
foreign exchange client business, partially offset by higher cor-
porate advisory fees related to integrated solutions. Provision for
credit losses was CHF 94 million in 2014 on a net loan portfolio of
CHF 164.8 billion. Total operating expenses decreased with lower
compensation expenses reflecting lower salary expenses and pen-
sion expenses, partially offset by higher general and administrative
expenses reflecting higher professional expenses and contractor
services fees.
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Capital and leverage metrics

At the end of 2015, Swiss Universal Bank reported risk-weighted
assets of CHF 59.9 billion, an increase of CHF 2.6 billion com-
pared to the end of 2014. This increase was driven by the phase-in
of the Swiss mortgage multipliers, partially offset by various opti-
mization measures. Leverage exposure was CHF 235.7 billion,
reflecting a decrease of 1.3% compared to the end of 2014.

Business developments

On July 1, 2015, the Group transferred the credit and charge cards
issuing business (cards issuing business) to Swisscard AECS
GmbH, an entity in which the Group holds a significant equity
interest. As a result of the transfer, the cards issuing business
was deconsolidated as of July 1, 2015, including the pre-existing

Results - Private Banking

noncontrolling interest in the cards issuing business. Consequently,
income/revenues and expenses from the cards issuing business
are no longer fully reflected in the Group’s consolidated financial
statements, in the Private Banking results within the Swiss Univer-
sal Bank segment or in the Swiss Universal Bank segment, but the
Group’s share of net income from the equity method investment
in Swisscard AECS GmbH is recorded within net revenues in all
three presentations. At the same time, the Group’s net income
attributable to noncontrolling interests is reduced as a result of
the deconsolidation. Given that Swisscard AECS GmbH continues
to be an equity method investment of the Group, the aggregate
impact of the deconsolidation on the Group’s net income/(loss)
attributable to shareholders is not material.

Statements of operations (CHF million)
Net revenues

Provision for credit losses
Compensation and benefits

General and administrative expenses
Commission expenses

Restructuring expenses

Total other operating expenses

Total operating expenses

Income before taxes

Statement of operations metrics (%)
Cost/income ratio

Net revenue detail (CHF million)

Net interest income

Recurring commissions and fees
Transaction-based revenues

Other revenues

Net revenues

Margins on assets under management (bp)
Gross margin '

Net margin 2

Number of relationship managers
Number of relationship managers

" Net revenues divided by average assets under management.
2 Income before taxes divided by average assets under management.

in % change

2015 2014 2013 15/ 14 14/13
3,633 3,914 3,692 N 6
49 60 75 (18) (20)
1,299 1,228 1,428 6 (14)
1,198 1,193 1,080 0 10
186 205 256 ©9) (20)
32 - - - -
1,416 1,398 1,336 1 5
2,715 2,626 2,764 3 (5)
869 1,228 853 (29) 44
74.7 67.1 74.9 - -
1,770 1,493 1,561 19 o)
1,102 1,219 1,224 (10) 0
657 774 846 (15) ©)
104 428 61 (76) -
3,633 3,914 3,692 N 6
146 163 163 - -
35 48 35 - -
1,670 1,590 1,530 Q)] 4



RESULTS

The following provides a comparison of our 2015 results versus
2014 and our 2014 results versus 2013.

Net interest income

2015 vs 2014: Up 19% from CHF 1,493 million to CHF 1,770 million

The increase in net interest income reflected improved loan mar-
gins on stable average loan volumes, partially offset by lower
deposit margins on slightly higher average deposit volumes.

2014 vs 2013: Down 4% from CHF 1,561 million to CHF 1,493 million
The decrease in net interest income reflected significantly lower
deposit margins on higher average deposit volumes, partially offset
by stable loan margins on slightly higher average loan volumes.

Recurring commissions and fees

2015 vs 2014: Down 10% from CHF 1,219 million to CHF 1,102 million
The decrease primarily reflected the deconsolidation of the cards
issuing business. Excluding the related net impact of CHF 113 mil-
lion, recurring commissions and fees were stable reflecting higher
investment advisory fees, offset by lower security account and
custody services fees.

2014 vs 2013: Stable at CHF 1,219 million

Recurring commissions and fees were stable with lower invest-
ment product management fees and lower asset management
fees, offset by higher banking services fees and higher discretion-
ary mandate management fees.

Transaction-based revenues

2015 vs 2014: Down 15% from CHF 774 million to CHF 657 million
Lower transaction-based revenues reflected lower brokerage and
product issuing fees and lower fees from foreign exchange client
business, partially offset by the extraordinary dividend from SIX
Group.

2014 vs 2013: Down 9% from CHF 846 million to CHF 774 million
Transaction-based revenues decreased with lower brokerage and
product issuing fees and lower fees from foreign exchange client
business, partially offset by higher corporate advisory fees related
to integrated solutions.

Other revenues

2015 vs 2014: Down 76% from CHF 428 million to CHF 104 million

The decrease in other revenues reflected larger gains from the
sale of real estate in 2014.

2014 vs 2013: Up from CHF 61 million to CHF 428 million

The increase in other revenues reflected larger gains from the sale
of real estate and a gain related to the partial sale of our invest-
ment in Euroclear.

Operating and financial review
Swiss Universal Bank

Provision for credit losses

The Private Banking loan portfolio is substantially comprised of
residential mortgages in Switzerland and loans collateralized by
securities and to a lesser extent of consumer finance loans.

2015 vs 2014: Down 18% from CHF 60 million to CHF 49 million

The decrease in provision for credit losses was primarily related to
our consumer finance business.

2014 vs 2013: Down 20% from CHF 75 million to CHF 60 million

The decrease in provision for credit losses was primarily related to
our consumer finance business.

Compensation and benefits

2015 vs 2014: Up 6% from CHF 1,228 million to CHF 1,299 million
Compensation and benefits increased, reflecting higher salary
expenses due to the holiday accrual recalibration and higher dis-
cretionary compensation expenses.

2014 vs 2013: Down 14% from CHF 1,428 million to CHF 1,228 million
Compensation and benefits decreased reflecting lower salary
expenses and lower pension expenses.

General and administrative expenses

2015 vs 2014: Stable at CHF 1,198 million

General and administrative expenses were stable with higher liti-
gation provisions and professional services fees, offset by lower
expenses due to the deconsolidation of the cards issuing business.
2014 vs 2013: Up 10% from CHF 1,080 million to CHF 1,193 million
General and administrative expenses increased with higher profes-
sional services fees and higher contractor services fees, partially
offset by lower occupancy expenses.

MARGINS

Gross margin

Our gross margin was 146 basis points in 2015, seven basis points
lower compared to 2014, mainly reflecting larger gains from the
sale of real estate in 2014, the impact of the deconsolidation of
the cards issuing business and lower transaction-based revenues,
partially offset by higher net interest income and a 2.5% decrease
in average assets under management.

» Refer to “Assets under management” for further information.

Net margin

Our net margin was 35 basis points in 2015, 13 basis points lower
compared to 2014, reflecting larger gains from the sale of real
estate in 2014, the impact of the deconsolidation of the cards issu-
ing business, lower transaction-based revenues and higher total
operating expenses, partially offset by higher net interest income
and a 2.5% decrease in average assets under management.
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ASSETS UNDER MANAGEMENT

As of the end of 2015, assets under management of CHF 241.0
billion were CHF 17.6 billion lower compared to the end of 2014,
reflecting a reclassification of CHF 15.8 billion of assets under
management to assets under custody within client assets due to
the introduction of an updated assets under management policy in
the third quarter of 2015 and unfavorable foreign exchange-related
movements, partially offset by net new assets of CHF 3.2 billion
and favorable market movements. The net new assets reflected
inflows primarily from © UHNWI, ¢ HNWI, © affluent and retail
clients.

Assets under management - Private Banking

» Refer to “Assets under management” in Assets under management for further
information on the updated assets under management policy.

As of the end of 2014, assets under management of CHF 258.6
billion were CHF 14.4 billion higher compared to the end of 2013,
reflecting favorable market movements, net new assets of CHF 3.8
billion and favorable foreign exchange-related movements. The net
new assets reflected inflows across all client segments.

Assets under management (CHF billion)
Assets under management
Average assets under management (CHF billion)
Average assets under management
Assets under management by currency (CHF billion)
usb
EUR
CHF
Other
Assets under management
Growth in assets under management (CHF billion)
Net new assets
Other effects
of which market movements
of which foreign exchange
of which other
Growth in assets under management
Growth in assets under management (%)
Net new assets
Other effects

Growth in assets under management

in / end of % change

2015 2014 2013 15/ 14 14 /13
241.0 268.6 244.2 6.8) 5.9
249.0 265.4 240.6 (2.5) 6.2
40.8 411 33.3 0.7) 23.4
356.8 40.7 40.6 (12.0) 0.2
163.0 164.1 166.0 6.8) 5.2
11.4 12.7 14.3 (10.2) (11.2)
241.0 258.6 244.2 6.8) 5.9
3.2 3.8 (2.5) - -
(20.8) 10.6 23.4 - -
1.7 6.1 13.4 - -
(4.9 3.7 0.8) - -
(17.6) 0.8 10.8 - -
(17.6) 14.4 20.9 - -
1.2 1.6 1.1 - -
(8.0) 4.3 10.5 - _
(6.8) 5.9 9.4 - -
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Statements of operations (CHF million)
Net revenues

Provision for credit losses
Compensation and benefits

General and administrative expenses
Commission expenses

Restructuring expenses

Total other operating expenses

Total operating expenses

Income before taxes

Statement of operations metrics (%)
Cost/income ratio

Net revenue detail (CHF million)

Net interest income

Recurring commissions and fees
Transaction-based revenues

Other revenues

Net revenues

Number of relationship managers

Number of relationship managers

RESULTS

The following provides a comparison of our 2015 results versus
2014 and our 2014 results versus 2013.

Net interest income

2015 vs 2014: Up 12% from CHF 884 million to CHF 987 million

The increase in net interest income reflected improved loan mar-
gins on stable average loan volumes, partially offset by lower
deposit margins on slightly higher average deposit volumes.

2014 vs 2013: Down 12% from CHF 1,001 million to CHF 884 million
The decrease in net interest income reflected significantly lower
deposit margins on higher average deposit volumes, partially offset
by slightly higher loan margins on higher average loan volumes.

Recurring commissions and fees

2015 vs 2014: Up 3% from CHF 452 million to CHF 467 million
Recurring commissions and fees were slightly higher, reflecting
higher investment product management fees and higher security
account and custody services fees, partially offset by lower rev-
enues from wealth structuring solutions.

2014 vs 2013: Up 4% from CHF 436 million to CHF 452 million

The increase reflected higher fees from lending activities, higher
discretionary mandate management fees and higher asset man-
agement fees, partially offset by lower investment product man-
agement fees.

in % change
2015 2014 2013 15/ 14 14/13
1,930 1,807 1,920 7 ®)
89 34 4) 162 -
616 607 638 1 ®)
342 333 317 3 5
86 85 82
7 - - _ -
435 418 399 4 5
1,051 1,025 1,037 3 ©)
790 748 887 6 (16)
54.5 56.7 54.0 - -
987 884 1,001 12 (12)
467 452 436 3 4
498 497 499 0 0
22 (26) (16) (15) 63
1,930 1,807 1,920 7 ©®)
490 480 510 2 ®)

Transaction-based revenues

2015 vs 2014: Stable at CHF 498 million

Transaction-based revenues were stable with higher sales and
trading revenues offset by lower corporate advisory fees related to
integrated solutions and lower brokerage and product issuing fees.
2014 vs 2013: Stable CHF 497 million

Stable transaction-based revenues reflected lower sales and trad-
ing revenues, offset by higher corporate advisory fees related to
integrated solutions.

Provision for credit losses

The Corporate & Institutional Banking loan portfolio has relatively
low concentrations and is mainly secured by mortgages, securities
and other financial collateral.

2015 vs 2014: Up 162% from CHF 34 million to CHF 89 miillion

The increase in provision for credit losses reflected a small number
of individual cases.

2014 vs 2013: Up from CHF (4) million to CHF 34 million

Higher provision for credit losses reflected a small number of indi-
vidual cases.
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Compensation and benefits

2015 vs 2014: Stable at CHF 616 million

Compensation and benefits were stable, with higher salary
expenses due to the holiday accrual recalibration offset by lower
discretionary compensation expenses.

2014 vs 2013: Down 5% from CHF 638 million to CHF 607 million

Lower compensation and benefits mainly reflected lower salary
expenses, partially offset by higher discretionary compensation
expenses.

General and administrative expenses

2015 vs 2014: Up 3% from CHF 333 million to CHF 342 million

Slightly higher general and administrative expenses primarily
reflected higher professional services fees.

2014 vs 2013: Up 5% from CHF 317 million to CHF 333 million

General and administrative expenses increased with higher infra-
structure expenses, partially offset by lower professional services
fees and contractor services fees.

ASSETS UNDER MANAGEMENT

As of the end of 2015, assets under management of CHF 275.8
billion remained stable as net new assets primarily from Swiss
pension funds of CHF 10.6 billion and favorable market move-
ments were offset by a reclassification of CHF 8.3 billion of assets
under management to assets under custody within client assets
due to the introduction of the updated assets under manage-
ment policy in the third quarter of 2015 and unfavorable foreign
exchange-related movements.

» Refer to “Assets under management” in Assets under management for further
information on the updated assets under management policy.

As of the end of 2014, assets under management of CHF 275.9
billion were CHF 25.9 billion higher compared to the end of
2013, reflecting favorable market movements, net new assets
of CHF 5.5 billion and favorable foreign exchange-related move-
ments. Net new assets reflected inflows from Swiss pension funds
and insurance companies, partially offset by outflows from corpo-
rate clients.
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International Wealth Management

In 2015, we reported income before taxes of CHF 709 Management and higher total operating expenses primarily
million and net revenues of CHF 4,394 million. in Private Banking due to higher litigation provisions and

Income before taxes decreased 42% compared restructuring expenses in connection with the implementa-
to 2014, reflecting lower revenues primarily in Asset tion of the new strategy.

Divisional results

in / end of % change

2015 2014 2013 16/ 14 14/13
Statements of operations (CHF million)
Net revenues 4,394 4,751 4,929 8) %)
Provision for credit losses 3 12 8 (75) 50
Compensation and benefits 2,044 2,138 2,149 ) @)
General and administrative expenses 1,373 1,107 1,214 24 9)
Commission expenses 232 282 341 (18) A7)
Restructuring expenses 33 - - - -
Total other operating expenses 1,638 1,389 1,655 18 1)
Total operating expenses 3,682 3,527 3,704 4 )
Income before taxes 709 1,212 1,217 (42) 0
Statement of operations metrics (%)
Return on regulatory capital 16.5 27.0 - - -
Cost/income ratio 83.8 74.2 75.1 - -
Economic risk capital and return
Average economic risk capital (CHF million) 4,076 3,930 4,099 4 (4)
Pre-tax return on average economic risk capital (%) 18.1 31.7 30.6 - -
Number of employees (full-time equivalents)
Number of employees 9,100 8,700 8,700 5 0

! Calculated using a return excluding interest costs for allocated goodwill.
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Divisional results (continued)

Net revenues (CHF million)

Private Banking

Asset Management

Net revenues

Net revenue detail (CHF million)

Net interest income

Recurring commissions and fees
Transaction- and performance-based revenues
Other revenues

Net revenues

Provision for credit losses (CHF million)
New provisions

Releases of provisions

Provision for credit losses

Balance sheet statistics (CHF million)
Total assets

Net loans

Risk-weighted assets

Leverage exposure

RESULTS SUMMARY

Full-year 2015 results

In 2015, International Wealth Management reported income before
taxes of CHF 709 million and net revenues of CHF 4,394 mil-
lion. Compared to 2014, net revenues decreased, with lower asset
management fees following the change in fund management from
Hedging-Griffo to a new venture in Brazil, Verde Asset Manage-
ment, in which we have a significant investment, significantly lower
performance fees and carried interest and lower other revenues,
partially offset by higher net interest income. The decrease in other
revenues primarily reflected a gain on the sale of the local affluent
and upper affluent business in Italy recognized in the fourth quarter
of 2014. Higher net interest income reflected slightly higher loan
margins on higher average loan volumes, partially offset by lower
deposit margins on higher average deposit volumes. Provision for
credit losses was CHF 3 million in 2015 on a net loan portfolio of
CHF 39.5 billion. Total operating expenses increased, reflecting
higher litigation provisions and restructuring expenses, partially
offset by lower discretionary compensation expenses.

in / end of % change

2015 2014 2013 15/ 14 14/13
3,066 3,127 3,129 Q@ 0
1,328 1,624 1,800 (18) (10)
4,394 4,751 4,929 ®) 4
1,006 904 960 11 6)
1,965 2,232 2,222 (12) 0
1,449 1,564 1,764 (7) (12)
(26) 61 a7 - -
4,394 4,751 4,929 ) 4
37 18 27 106 (33)
(34) 6) (19 467 (69)

3 12 8 (75) 50
94,033 92,466 80,336 2 15
39,464 38,702 - 2 _
32,407 31,471 26,302 3 20
99,112 84,369 - 17 -

Full-year 2014 results

In 2014, International Wealth Management reported income before
taxes of CHF 1,212 million and net revenues of CHF 4,751 mil-
lion. Compared to 2013, net revenues decreased with significantly
lower performance fees and carried interest and lower net interest
income, partially offset by higher other revenues. Lower net inter-
est income reflected significantly lower deposit margins on sta-
ble average deposit volumes, partially offset by slightly lower loan
margins on higher average loan volumes. The increase in other
revenues reflected the gain on the sale of the local affluent and
upper affluent business in ltaly, the partial sale of an investment
in Euroclear and a lower impairment related to Asset Manage-
ment Finance LLC (AMF). Provision for credit losses was CHF 12
million on a net loan portfolio of CHF 38.7 billion. Total operating
expenses decreased primarily due to lower general and administra-
tive expenses.

Capital and leverage metrics

At the end of 2015, International Wealth Management reported
risk-weighted assets of CHF 32.4 billion, an increase of CHF 0.9
billion compared to the end of 2014. Leverage exposure was
CHF 99.1 billion, an increase of 17% compared to the end of 2014,
mainly due to a change in the regulatory scope of consolidation.
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Statements of operations (CHF million)
Net revenues

Provision for credit losses

Compensation and benefits

General and administrative expenses
Commission expenses

Restructuring expenses

Total other operating expenses

Total operating expenses

Income before taxes

Statement of operations metrics (%)
Cost/income ratio

Net revenue detail (CHF million)

Net interest income

Recurring commissions and fees
Transaction- and performance-based revenues
Other revenues

Net revenues

Margins on assets under management (bp)
Gross margin

Net margin 2

Number of relationship managers

Number of relationship managers

in / end of % change

2015 2014 2013 15/ 14 14/13
3,066 3,127 3,129 ) 0
3 12 8 (75) 50
1,343 1,373 1,385 2 (1)
996 755 857 32 (12)
168 192 205 (13) 6)
30 - - - -
1,194 947 1,062 26 11
2,537 2,320 2,447 9 (5)
526 795 674 (34) 18
82.7 74.2 78.2 - -
1,006 904 960 11 6)
1,161 1,276 1,322 ) 3)
891 871 849 2 3
8 76 @ (89) -
3,066 3,127 3,129 © 0
102 101 103 - -
17 26 22 - -
1,190 1,200 1,280 (1 ©)

Net interest income includes a term spread credit on stable deposit funding and a term spread charge on loans. Recurring commissions and fees includes investment product manage-
ment, discretionary mandate and other asset management-related fees, fees for general banking products and services and revenues from wealth structuring solutions. Transaction- and
performance-based revenues arise primarily from brokerage and product issuing fees, fees from foreign exchange client transactions, trading and sales income, equity participations income

and other transaction- and performance-based income.
" Net revenues divided by average assets under management.
2 Income before taxes divided by average assets under management.

RESULTS

The following provides a comparison of our 2015 results versus
2014 and our 2014 results versus 2013.

Net interest income

2015 vs 2014: Up 11% from CHF 904 million to CHF 1,006 million
Higher net interest income reflected slightly higher loan margins
on higher average loan volumes, partially offset by lower deposit
margins on higher average deposit volumes.

2014 vs 2013: Down 6% from CHF 960 million to CHF 904 million
Lower net interest income reflected significantly lower deposit
margins on stable average deposit volumes, partially offset by
slightly lower loan margins on higher average loan volumes.

Recurring commissions and fees

2015 vs 2014: Down 9% from CHF 1,276 million to CHF 1,161 million
Recurring commissions and fees decreased, reflecting lower
investment product management fees primarily from Hedging-
Griffo, lower security account and custody services fees, a decline
in banking services fees and included the impact of lower assets
under management, partially offset by higher revenues from wealth
structuring solutions.

2014 vs 2013: Down 3% from CHF 1,322 million to CHF 1,276 million
Recurring commissions and fees were slightly lower, reflecting
lower investment product management fees and lower asset man-
agement fees, partially offset by increases in investment advisory
fees and discretionary mandate management fees.
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Transaction- and performance-based revenues

2015 vs 2014: Up 2% from CHF 871 million to CHF 891 million
Transaction- and performance-based revenues increased slightly
due to the extraordinary dividend from SIX Group and higher per-
formance fees and sales and trading revenues, partially offset by
lower brokerage and product issuing fees and lower corporate
advisory fees related to integrated solutions.

2014 vs 2013: Up 3% from CHF 849 million to CHF 871 million
Transaction- and performance-based revenues increased slightly
with higher corporate advisory fees related to integrated solutions
and higher brokerage and product issuing fees, partially offset by
lower performance fees and lower fees from foreign exchange cli-
ent business.

Other revenues

2015 vs 2014: Down 89% from CHF 76 million to CHF 8 million

The decrease in other revenues primarily reflected the gain of
CHF 55 million on the sale of the local affluent and upper affluent
business in Italy and a gain of CHF 22 million related to the partial
sale of our investment in Euroclear in 2014. 2015 included a gain
of CHF 11 million on the partial sale of our investment in Euroclear.
2014 vs 2013: Up from CHF (2) million to CHF 76 million

Higher other revenues in 2014 reflected the gain on the sale of
the local affluent and upper affluent business in Italy and the gain
related to the partial sale of our investment in Euroclear.

Compensation and benefits

2015 vs 2014: Down 2% from CHF 1,373 million to CHF 1,343 million
Compensation and benefits were slightly lower, reflecting lower
discretionary compensation expenses, partially offset by higher
salary expenses due to a recalibration of Swiss holiday accruals.
2014 vs 2013: Stable at CHF 1,373 million

Compensation and benefits were stable, reflecting lower salary
expenses, offset by higher deferred compensation expenses from
prior-year awards.

General and administrative expenses

2015 vs 2014: Up 32% from CHF 755 million to CHF 996 million
General and administrative expenses increased mainly driven by
higher litigation provisions. Excluding significant litigation provi-
sions of CHF 268 million in 2015 compared to CHF 51 million in
2014, general and administrative expenses increased slightly.
2014 vs 2013: Down 12% from CHF 857 million to CHF 755 million
Lower general and administrative expenses included lower travel
and entertainment and lower occupancy expenses.

MARGINS

Gross margin

Our gross margin was 102 basis points in 2015, one basis point
higher compared to 2014, mainly reflecting higher net interest
income and a 2.6% decrease in average assets under manage-
ment, partially offset by lower recurring commissions and fees and
lower other revenues.

» Refer to “Assets under management” for further information.

Net margin

Our net margin was 17 basis points in 2015, nine basis points
lower compared to 2014, reflecting higher total operating
expenses, lower recurring commissions and fees and lower other
revenues, partially offset by higher net interest income and a 2.6%
decrease in average assets under management. Excluding the
gain on the sale of the local affluent and upper affluent business
in ltaly in 2014, the significant litigation provisions and the gains
related to the partial sale of our investment in Euroclear in 2015
and 2014, our net margin was 27 basis points in 2015, two basis
points higher compared to 2014.

ASSETS UNDER MANAGEMENT

As of the end of 2015, assets under management of CHF 289.6
billion were CHF 34.1 billion lower compared to the end of 2014,
reflecting unfavorable foreign exchange-related movements, a
reclassification of CHF 11.1 billion of assets under management to
assets under custody within client assets due to the introduction of
the updated assets under management policy in the third quarter
of 2015 and net asset outflows of CHF 3.0 billion, partially offset
by favorable market movements. The net asset outflows mainly
reflected the impact of regularization and pricing changes on cash
deposits.

» Refer to “Assets under management” in Assets under management for further
information on the updated assets under management policy.

As of the end of 2014, assets under management of CHF 323.7
billion were CHF 25.9 billion higher compared to the end of 2013,
reflecting favorable foreign exchange-related and market move-
ments and net new assets of CHF 7.3 billion. The net new assets
reflected inflows across all our business regions.
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in / end of % change

2015 2014 2013 16/ 14 14/13
Assets under management (CHF billion)
Assets under management 289.6 323.7 297.8 (10.5) 8.7
Average assets under management (CHF billion)
Average assets under management 301.3 309.4 303.5 (2.6) 1.9
Assets under management by currency (CHF billion)
usb 137.4 148.8 128.8 (7.7) 156.5
CUR s wo ore (108) ......... e
GHE ou bio s (34) ......... 5
Ofher RS s s (213) RN
Assets under management 289.6 323.7 297.8 (10.5) 8.7
Growth in assets under management (CHF billion)
Net new assets 3.0) 7.3 10.3 - -
Ofher offcte (31 .1.). s (169) .......... S -
R S -
o whlchfore|gn exchange ................................................................... (18 9) e (68) .......... S -
RNty (149) ....... (41) ...... (152) .......... S -
Growth in assets under management (34.1) 25.9 (6.6) - -
Growth in assets under management (%)
Net new assets ©.9 2.5 3.4 - -
Ofhar offacta (96) SEEREPUSEEEE (56) .......... S -
Growth in assets under management (10.5) 8.7 (2.2) - -
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Results — Asset Management

Statements of operations (CHF million)
Net revenues

Provision for credit losses

Compensation and benefits

General and administrative expenses
Commission expenses

Restructuring expenses

Total other operating expenses

Total operating expenses

Income before taxes

Statement of operations metrics (%)
Cost/income ratio

Net revenue detail (CHF million)
Recurring commissions and fees
Transaction- and performance-based revenues
Other revenues

Net revenues

Net revenue detail by type (CHF million)
Traditional investments

Alternative investments

Net revenues

in / end of % change

2015 2014 2013 15/ 14 14 /13
1,328 1,624 1,800 (18) (10)
0 0 0 - -

701 765 764 8) 0
377 3562 357 7 ©)
64 90 136 (29) (34)

3 - _ _ -
444 442 493 0 (10)
1,145 1,207 1,257 (@) 4)
183 417 543 (56) (23)
86.2 74.3 69.8 - -
804 956 900 (16) 6
5568 683 915 (18) (25)
(34) (15) (15) 127 0
1,328 1,624 1,800 (18) (10)
537 543 579 (1) ®)
791 1,081 1,221 @7 (11)
1,328 1,624 1,800 (18) (10)

Recurring commissions and fees includes asset management-related fees. Transaction- and performance-based revenues arise primarily from performance-based fees related to assets
under management and custody assets, placement fees, equity participations income, trading and sales income and other transaction- and performance-based income. Other revenues
include investment-related gains and losses and equity participations and other gains and losses.

RESULTS

The following provides a comparison of our 2015 results versus
2014 and our 2014 results versus 2013.

Recurring commissions and fees

2015 vs 2014: Down 16% from CHF 956 million to CHF 804 million
Recurring commissions and fees decreased, reflecting the
absence of asset management fees from Hedging-Griffo follow-
ing the change in fund management from Hedging-Griffo to Verde
Asset Management.

2014 vs 2013: Up 6% from CHF 900 million to CHF 956 million
Recurring commissions and fees increased, reflecting an increase
in asset management fees mainly from alternative investments.

Transaction- and performance-based revenues

2015 vs 2014: Down 18% from CHF 683 million to CHF 558 million
Transaction- and performance-based revenues decreased, with
significantly lower performance fees and carried interest and lower
placement fees, partially offset by a significant increase in equity
participations income.

2014 vs 2013: Down 25% from CHF 915 million to CHF 683 million
Transaction- and performance-based revenues decreased, with
significantly lower performance fees, partially offset by a signifi-
cant increase in equity participations income.

Other revenues

2015 vs 2014: Down from CHF (15) million to CHF (34) million

In 2015, we recognized investment-related losses in hedge fund
investments, partially offset by an equity participation gain related
to AMF.

2014 vs 2013: Stable at CHF (15) million

In 2014, we recognized a lower impairment related to AMF, offset
by lower investment-related gains.



Compensation and benefits

2015 vs 2014: Down 8% from CHF 765 million to CHF 701 million

Lower compensation and benefits reflected lower salary expenses,
mainly driven by the change in fund management from Hedging-
Griffo to Verde Asset Management and lower discretionary com-
pensation expenses, partially offset by higher deferred compensa-
tion expenses from prior-year awards.

2014 vs 2013: Stable at CHF 765 million

Compensation and benefits were stable reflecting higher salary
expenses, offset by lower deferred compensation expenses from
prior-year awards.

General and administrative expenses

2015 vs 2014: Up 7% from CHF 352 million to CHF 377 million

General and administrative expenses increased with higher profes-
sional services fees.

2014 vs 2013: Stable at CHF 352 million

General and administrative expenses were stable across most
expense categories.

Assets under management - Asset Management

Operating and financial review
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ASSETS UNDER MANAGEMENT

As of the end of 2015, assets under management of CHF 321.3
billion were CHF 16.1 billion higher compared to the end of 2014,
reflecting net new assets of CHF 26.5 billion partially offset by
unfavorable foreign exchange-related movements. Net new assets
reflected inflows primarily from traditional products, including
inflows from a joint venture in emerging markets and in index solu-
tions and credit products.

As of the end of 2014, assets under management of
CHF 305.2 billion were CHF 35.1 billion higher compared to the
end of 2013, reflecting favorable market and foreign exchange-
related movements and net new assets of CHF 6.5 billion. The
net new assets reflected inflows primarily from traditional products,
including inflows from a joint venture in emerging markets and in
index solutions and credit products, partially offset by outflows
that resulted from the change in fund management from Hedging-
Griffo to Verde Asset Management.

Assets under management (CHF billion)
Traditional investments
Alternative investments
Assets under management
Average assets under management (CHF billion)
Average assets under management
Assets under management by currency (CHF billion)
usb
EUR
CHF
Other
Assets under management
Growth in assets under management (CHF billion)
Net new assets '
Other effects
of which market movements
of which foreign exchange
of which other
Growth in assets under management
Growth in assets under management (%)
Net new assets
Other effects

Growth in assets under management

in / end of % change

2015 2014 2013 15/ 14 14/13
239.9 223.8 193.56 7.2 16.7
81.4 81.4 76.6 - 6.3
321.3 305.2 270.1 5.3 13.0
312.4 292.8 261.6 6.7 11.9
88.1 89.0 75.5 (1.0) 17.9
42.1 42.2 52.4 0.2) (19.5)
148.9 140.7 111.7 5.8 26.0
42.2 33.3 30.5 26.7 9.2
321.3 305.2 270.1 5.3 13.0
26.5 6.5 156.9 - -
(10.4) 28.6 8.6 - -
0.7 16.1 13.6 - -
(8.0) 9.3 (5.5) - -
3.1 3.2 0.5 - -
16.1 35.1 24.5 - -
8.7 2.4 6.5 - -
3.4) 10.6 35 - -
5.3 13.0 10.0 . -

" Includes outflows for private equity assets reflecting realizations at cost and unfunded commitments on which a fee is no longer earned.
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In 2015, we reported income before taxes of CHF 377
million, including a goodwill impairment charge of CHF 756
million in Investment Banking, and net revenues of
CHF 3,839 million.

Income before taxes decreased 58% compared to
2014, mainly reflecting higher total operating expenses,

Divisional results

partially offset by higher net revenues reflecting a strong
performance in 2015. Excluding the goodwill impairment
charge, income before taxes was CHF 1,133 million in

2015.

Statements of operations (CHF million)

Net revenues

Provision for credit losses

Compensation and benefits

General and administrative expenses
Commission expenses

Goodwill impairment

Restructuring expenses

Total other operating expenses

Total operating expenses

Income before taxes

Statement of operations metrics (%)

Return on regulatory capital

Cost/income ratio

Economic risk capital and return

Average economic risk capital (CHF million)
Pre-tax return on average economic risk capital (%)
Number of employees (full-time equivalents)

Number of employees

! Calculated using a return excluding interest costs for allocated goodwill.

2015

3,839
35
1,557
790
321
756

1,870
3,427

377

6.7
89.3

3,366
1.2

6,700

2014

3,335
40
1,425
721
249

970
2,395
900

13.1
71.8

2,974
30.3

5,900

in / end of
2013

3,018
7)
1,326
710
237

947

2,273

752

756.3

2,361
31.9

5,500

15/ 14

15
(13)

10
29

93
43
(58)

% change
14 /13



Operating and financial review

Asia Pacific
Divisional results (continued)
in / end of % change
2015 2014 2013 16/ 14 14/13
Net revenues (CHF million)
Private Banking 1,178 1,037 964 14 8
Investment Banking 2,661 2,298 2,054 16 12
Net revenues 3,839 3,335 3,018 15 11
Provision for credit losses (CHF million)
New provisions 74 50 1" 48 365
Releases of provisions (39 (10) (18) 290 (44)
Provision for credit losses 35 40 7) (13) -
Balance sheet statistics (CHF million)
Total assets 85,929 105,674 98,672 19) 7
Net loans 35,913 32,952 - 9 -
Risk-weighted assets 27,624 27,139 22,349 2 21
Leverage exposure 98,698 137,843 - (28) -

RESULTS SUMMARY

Full-year 2015 results

In 2015, we reported income before taxes of CHF 377 million and
net revenues of CHF 3,839 million. Compared to 2014, income
before taxes decreased, reflecting higher total operating expenses,
partially offset by higher net revenues reflecting a strong perfor-
mance in 2015, particularly in equity sales and trading and from
the © UHNWI and © HNWI client business. Higher revenues in
equity sales and trading were driven by increased client activity
and favorable trading conditions. Private Banking revenues were
higher, reflecting increases in net interest income, transaction-
based revenues and recurring commissions and fees. Lower fixed
income sales and trading revenues were primarily driven by emerg-
ing markets, partially offset by an increase in global macro prod-
ucts. Underwriting and advisory revenues declined compared to
strong 2014 results, which included a significant client transaction,
driven by a slowdown in underwriting activity due to unfavorable
market conditions. Compared to 2014, total operating expenses of
CHF 3,427 million increased 43% reflecting the goodwill impair-
ment charge in Investment Banking, increased compensation
expenses driven by growth-related higher headcount, higher com-
mission expenses and higher general and administrative expenses.
Excluding the goodwill impairment charge, income before taxes
was CHF 1,133 million in 2015.

Full-year 2014 results

In 2014, we reported income before taxes of CHF 900 million and
net revenues of CHF 3,335 million. Compared to 2013, income
before taxes increased 20% due to higher net revenues reflect-
ing strong performance in 2014 in fixed income and equity sales
and trading as well as from the UHNWI and HNWI client busi-
ness, partially offset by higher operating expenses. Higher fixed
income sales and trading revenues were primarily driven by emerg-
ing markets mainly from financing activities. Higher revenues in
equity sales and trading were driven by high levels of client activity
in derivatives, partially offset by lower revenues from systematic
market making. Private Banking revenues were higher reflecting
increases in transaction-based revenues and recurring commis-
sions and fees, partially offset by lower net interest income. Com-
pared to 2013, total operating expenses of CHF 2,395 million
increased 5%, reflecting increased compensation expenses, par-
tially related to growth-related higher headcount, higher commis-
sion expenses and higher general and administrative expenses.

Capital and leverage metrics

At the end of 2015, we reported risk-weighted assets of CHF 27.6
billion, an increase of CHF 0.5 billion compared to the end of 2014.
Leverage exposure was CHF 98.7 billion, reflecting a decrease of
28% compared to the end of 2014. This decrease was primarily
driven by business optimizations of the balance sheet during 2015,
primarily in global macro and prime services products.
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Results - Private Banking

Statements of operations (CHF million)
Net revenues

Provision for credit losses
Compensation and benefits

General and administrative expenses
Commission expenses

Restructuring expenses

Total other operating expenses

Total operating expenses

Income before taxes

Statement of operations metrics (%)
Cost/income ratio

Net revenue detail (CHF million)

Net interest income

Recurring commissions and fees
Transaction-based revenues

Other revenues

Net revenues

Margins on assets under management (bp)
Gross margin '

Net margin 2

Number of relationship managers

Number of relationship managers

in / end of % change

2015 2014 2013 15/ 14 14/13
1,178 1,037 964 14 8
18 4 1 350 300
529 455 420 15 8
244 298 244 7 (7
49 40 40 23 -

1 — — — —
294 268 284 10 6)
816 723 704 13 3
344 310 259 11 20
69.3 69.7 73.0 - -
445 389 402 14 3)
260 237 199 10 19
456 411 363 11 13
17 0 0 - -
1,178 1,037 964 14 8
79 76 - - -
23 23 - - -
590 520 470 13 11

Net interest income includes a term spread credit on deposit funding and a term spread charge on loans. Recurring commissions and fees includes investment product management and
discretionary mandate fees. Transaction-based revenues arise mainly from brokerage and product issuing fees, foreign exchange fees from client transactions and corporate advisory fees.
Other revenues primarily include gains and losses on credit hedges that generally offset corresponding increases or releases of provision for credit losses.

" Net revenues divided by average assets under management.
2 Income before taxes divided by average assets under management.

RESULTS

The following provides a comparison of our 2015 results versus
2014 and our 2014 results versus 2013.

Net interest income

2015 vs 2014: Up 14% from CHF 389 million to CHF 445 million

The increase in net interest income reflected higher loan and
deposit margins on higher average volumes.

2014 vs 2013: Down 3% from CHF 402 million to CHF 389 million

The decrease in net interest income reflected lower loan and
deposit margins on higher average volumes.

Recurring commissions and fees

2015 vs 2014: Up 10% from CHF 237 million to CHF 260 million

The increase in recurring commissions and fees reflected higher
discretionary mandate management fees, wealth structuring solu-
tion fees and investment product management fees.

2014 vs 2013: Up 19% from CHF 199 million to CHF 237 million

The increase in recurring commissions and fees reflected higher
investment advisory fees, discretionary mandate management fees
and wealth structuring solution fees.

Transaction-based revenues

2015 vs 2014: Up 11% from CHF 411 million to CHF 456 million

Higher transaction-based revenues reflected higher fees from the
foreign exchange client business and higher brokerage and prod-
uct issuing fees, partially offset by lower corporate advisory fees
arising from integrated solutions.



2014 vs 2013: Up 13% from CHF 363 million to CHF 411 million

Higher transaction-based revenues reflected higher brokerage and
product issuing fees and corporate advisory fees arising from inte-
grated solutions, partially offset by lower fees from the foreign
exchange client business.

Provision for credit losses

The Private Banking loan portfolio is primarily comprised of
lombard loans, mainly backed by listed securities.

2015 vs 2014: Up 350% from CHF 4 million to CHF 18 million

The increase in provision for credit losses reflected a small num-

ber of individual cases and was offset by gains from related credit

hedges recorded in other revenues.

2014 vs 2013: Up 300% from CHF 1 million to CHF 4 million

Provision for credit losses in 2014 remained at a low level.

Compensation and benefits

2015 vs 2014: Up 15% from CHF 455 million to CHF 522 million
Compensation and benefits increased driven by higher salaries
and discretionary compensation reflecting growth-related higher
headcount.

2014 vs 2013: Up 8% from CHF 420 million to CHF 455 million
Compensation and benefits increased driven by higher salaries and
discretionary compensation reflecting growth-related higher head-
count, and higher deferred compensation expenses from prior-year
awards.

General and administrative expenses

2015 vs 2014: Up 7% from CHF 228 million to CHF 244 million

General and administrative expenses increased mainly due to
higher litigation provisions and other administrative and infrastruc-
ture expenses.

2014 vs 2013: Down 7% from CHF 244 million to CHF 228 million
General and administrative expenses decreased mainly due to
lower litigation provisions.

Operating and financial review
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MARGINS

Gross margin

Our gross margin was 79 basis points in 2015, three basis points
higher compared to 2014, mainly reflecting higher net interest
income, higher transaction-based revenues and higher recurring
commissions and fees, partially offset by a 9.5% increase in aver-
age assets under management.

» Refer to “Assets under management” for further information.

Net margin

Our net margin was 23 basis points in 2015, stable compared to
2014, mainly reflecting higher net interest income, higher transac-
tion-based revenues and higher recurring commissions and fees,
partially offset by higher total operating expenses and the 9.5%
increase in average assets under management.

ASSETS UNDER MANAGEMENT

As of the end of 2015, assets under management remained stable
at CHF 150.4 billion compared to the end of 2014 as net new
assets of CHF 17.8 billion were offset by a reclassification of
CHF 9.1 billion assets under management to assets under custody
within client assets due to the introduction of an updated assets
under management policy in the third quarter of 2015 as well as
unfavorable market and foreign exchange-related movements. Net
new assets reflected inflows primarily from the Greater China and
South East Asia markets.

» Refer to “Assets under management” in Assets under management for further
information on the updated assets under management policy.

As of the end of 2014, assets under management of CHF 150.5
billion were CHF 29.2 billion higher compared to the end of 2013,
reflecting net new assets of CHF 17.5 billion, favorable foreign
exchange-related movements and positive market movements.
Net new assets reflected inflows primarily from the Greater China
and South East Asia markets.
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Assets under management - Private Banking

in / end of % change

2015 2014 2013 16/ 14 14/13
Assets under management (CHF billion)
Assets under management 150.4 150.5 121.3 ©.1) 241
Average assets under management (CHF billion)
Average assets under management 160.0 137.0 - 9.5 -
Assets under management by currency (CHF billion)
usb 66.5 57.9 441 14.9 31.3
CUR (130) ........ ok
CHE o (91)
Ofher o wo g (97) ....... o1 4
Assets under management 150.4 150.5 121.3 0.1) 241
Growth in assets under management (CHF billion)
Net new assets 17.8 17.6 11.8 - -
Ofher offocte (17 §) ........ e (24) .......... e R
R (49)2489 .......... e R
o wh|chcurrency ............................................................................ (3 ZA,') ........ oa (70) .......... e R
RN efher (96) ....... i1. ..1.) ....... (43) .......... e R
Growth in assets under management (0.1) 29.2 9.4 - -
Growth in assets under management (%)
Net new assets 11.8 14.4 - - -
Ofhar offocte (.1.1.19.). g S e -
Growth in assets under management (0.1) 241 - - -
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Results - Investment Banking
in / end of % change
2015 2014 2013 16/ 14 14/13
Statements of operations (CHF million)
Net revenues 2,661 2,298 2,054 16 12
Provision for credit losses 17 36 (8) (B3) -
Compensation and benefits 1,035 970 906 7 7
General and administrative expenses 546 493 466 1 6
Commission expenses 272 209 197 30 6
Goodwill impairment 756 - - - -
Restructuring expenses 2 - - - -
Total other operating expenses 1,576 702 663 125
Total operating expenses 2,611 1,672 1,569 56 7
Income before taxes 33 590 493 (94) 20
Statement of operations metrics (%)
Cost/income ratio 98.1 72.8 76.4 - -
Net revenue detail (CHF million)
Fixed income sales and trading 608 653 473 7) 38
Equity sales and trading 1,872 1,383 1,295 35 7
Underwriting and advisory 292 397 394 (26) 1
Other revenues (111) (135) (108) (18) 25
Net revenues 2,661 2,298 2,054 16 12

Fixed income sales and trading includes global macro products, emerging markets trading and financing and credit. Equity sales and trading includes cash equities, derivatives, prime services
and systematic market making. Underwriting and advisory includes debt and equity underwriting and advisory and other fees. Other revenues primarily include integrated solutions revenues

paid to other businesses.

RESULTS

The following provides a comparison of our 2015 results versus
2014 and our 2014 results versus 2013.

Fixed income sales and trading

2015 vs 2014: Down 7% from CHF 653 million to CHF 608 million
Lower fixed income sales and trading revenues were primar-
ily driven by emerging markets mainly from financing activities,
partially offset by an increase in global macro products driven by
increased client activity.

2014 vs 2013: Up 38% from CHF 473 million to CHF 653 million

Higher fixed income sales and trading revenues were primarily
driven by emerging markets mainly from financing activities driven
by increased client activity.

Equity sales and trading

2015 vs 2014: Up 35% from CHF 1,383 million to CHF 1,872 million
Higher equity sales and trading revenues reflected increased client
activity and favorable trading conditions, primarily in derivatives and
systematic market making.

2014 vs 2013: Up 7% from CHF 1,295 million to CHF 1,383 million
Higher equity sales and trading revenues reflected high levels of
client activity, primarily in derivatives, partially offset by lower rev-
enues from systematic market making.

Underwriting and advisory

2015 vs 2014: Down 26% from CHF 397 million to CHF 292 million
Underwriting and advisory revenues decreased, reflecting declines
in IPO and related follow-on activities, M&A transactions and the
impact of a significant client transaction in 2014.

2014 vs 2013: Stable at CHF 397 million

Underwriting and advisory revenues were stable as revenues from
a significant client transaction in 2014 were offset by lower debt
underwriting revenues.

Provision for credit losses

The Investment Banking loan portfolio is primarily comprised of
secured and unsecured corporate loans.

2015 vs 2014: Down 53% from CHF 36 million to CHF 17 million
Provision for credit losses decreased mainly reflecting additional
provisions on existing impaired loans in 2015 compared to new
impaired loans in 2014.

2014 vs 2013: Up from CHF (8) million to CHF 36 million

The increase in provision for credit losses reflected a small number
of individual cases.
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Compensation and benefits

2015 vs 2014: Up 7% from CHF 970 million to CHF 1,035 million
Compensation and benefits increased driven by higher deferred
compensation expenses from prior-year awards and higher sal-
aries and discretionary compensation reflecting growth-related
higher headcount.

2014 vs 2013: Up 7% from CHF 906 million to CHF 970 million
Compensation and benefits increased driven by higher discretion-
ary compensation and higher deferred compensation expenses
from prior-year awards.

General and administrative expenses

2015 vs 2014: Up 11% from CHF 493 million to CHF 546 million
General and administrative expenses increased, mainly due to
higher litigation provisions, higher other administrative expenses
and increased training and consulting expenses.

2014 vs 2013: Up 6% from CHF 466 million to CHF 493 million

General and administrative expenses increased, mainly due to
higher other administrative expenses, partially offset by lower liti-
gation provisions and lower occupancy expenses.



Global Markets

In 2015, Global Markets reported a loss before taxes of
CHF 1,944 million, including a goodwill impairment charge
of CHF 2,661 million, and net revenues of CHF 7,391

Divisional results
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million. Net revenues declined 14% compared to 2014,
reflecting challenging trading conditions, low levels of client
activity and decreased issuance activity.

Statements of operations (CHF million)

Net revenues

Provision for credit losses

Compensation and benefits

General and administrative expenses
Commission expenses

Goodwill impairment

Restructuring expenses

Total other operating expenses

Total operating expenses

Income/(loss) before taxes

Statement of operations metrics (%)

Return on regulatory capital

Cost/income ratio

Economic risk capital and return

Average economic risk capital (CHF million)
Pre-tax return on average economic risk capital (%)
Balance sheet statistics (CHF million, except where indicated)
Total assets

Risk-weighted assets

Risk-weighted assets (USD)

Leverage exposure

Leverage exposure (USD)

Number of employees (full-time equivalents)

Number of employees

1 Calculated using a return excluding interest costs for allocated goodwill.

2015

7,391
13
3,418
2,546
592
2,661
1056
5,904
9,322
(1,944)

(10.0)
126.1

18,248
(14.0)

262,201
73,706
74,514

313,315

316,752

13,000

2014

8,613

3,332
2,063
564

0
2,617
5,949
2,657

14.0
69.1

12,146
22.7

365,580
73,280
74,048

412,316

416,639

11,900

in / end of
2013

8,974
17
3,271
2,090
584

0
2,674
5,945
3,012

66.2

10,705
29.1

369,663
73,300
82,373

12,100

15/ 14

(14)
86

23

126
57

(28)

)
29

% change
14/13

4
(59
2
M
®)

)

(12)
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Divisional results (continued)

Net revenue detail (CHF million)
Fixed income sales and trading
Equity sales and trading
Underwriting

Other

Net revenues

RESULTS SUMMARY

Full-year 2015 results

In 2015, we reported a loss before taxes of CHF 1,944 million,
including the goodwill impairment charge of CHF 2,661 million,
and net revenues of CHF 7,391 million. Net revenues declined
14% compared to 2014, reflecting challenging trading conditions,
low levels of client activity and decreased issuance activity. Fixed
income sales and trading revenues declined 20%, driven by mark-
to-market losses across our yield businesses. Global credit prod-
ucts revenues declined, primarily due to mark-to-market losses on
client inventory reflecting a significant deterioration in US high yield
markets, particularly in the second half of the year. In addition,
securitized products revenues declined compared to strong perfor-
mance in 2014 as weakness in non-agency and agency results, in
part due to mark-to-market losses on client inventory, offset sig-
nificant revenue growth in our asset finance franchise. Emerging
markets revenues declined, primarily due to lower client financing
activity and weaker trading performance across all regions. These
declines were partially offset by higher global macro products rev-
enues as increased volatility led to improved client activity. Equity
sales and trading revenues declined 6%, primarily due to lower
cash equities results that reflected less favorable market condi-
tions, particularly in Latin America where we have a strong market
position. In addition, derivatives revenues declined slightly, reflect-
ing lower fund-linked products performance. These declines were
partially offset by higher systematic market making revenues, albeit
from subdued levels in 2014. Prime services results increased
slightly despite significantly reduced leverage exposure, reflecting
continued progress on our client portfolio optimization strategy.
Underwriting revenues declined 9%, primarily due to weak debt
underwriting revenues, reflecting lower leveraged finance activity
in the US. Equity underwriting results were stable compared to
2014. Total operating expenses were CHF 9,322 million, up 57%
compared to 2014, and included the goodwill impairment charge

in % change

2015 2014 2013 15/ 14 14 /13
3,815 4,743 4,692 (20) 1
2,787 2,969 3,288 6) (10)
994 1,098 1,108 ) ©)
(205) (197) (114) 4 73
7,391 8,613 8,974 (14) 4)

of CHF 2,661 million. Compensation and benefits increased 3%
to CHF 3,418 million, reflecting the foreign exchange impact of the
strengthening of the US dollar against the Swiss Franc and higher
salaries. In US dollars, compensation and benefits declined 3%,
reflecting lower deferred compensation from prior year awards and
lower discretionary compensation expenses.

Full-year 2014 results

In 2014, revenues reflected the recognition of funding valuation
adjustments of CHF 108 million. Net revenues were down 4%,
reflecting lower results in equity sales and trading that offset stable
performance in fixed income sales and trading. Fixed income sales
and trading revenues were stable compared to 2013 as contin-
ued momentum in our securitized products franchise offset lower
global macro products and global credit products revenues. Equity
sales and trading revenues declined 10%, across most products
reflecting low volumes and volatility in the year and compared to a
strong 2013 performance. Underwriting revenues were stable as
strong equity underwriting issuance offset lower debt underwrit-
ing results. Total operating expenses of CHF 5,945 million were
stable compared to 2013. Compensation and benefits increased
2% to CHF 3,332 million, reflecting higher deferred compensa-
tion expense from prior-year awards and higher salary expenses.
Total other operating expenses were down 2% compared to 2013
reflecting lower commission expenses.

Capital and leverage metrics

At the end of 2015, Global Markets reported risk-weighted assets
of USD 74.5 billion, an increase of USD 0.5 billion compared to
the end of 2014. This increase was driven by uplifts from method-
ology and higher operational risk RWA partially offset by business
reductions of USD 2 billion. Leverage exposure was USD 316.8
billion, reflecting a decrease of USD 99.9 billion compared to the
end of 2014, due to our balance sheet reduction initiative.



RESULTS DETAIL

The following provides a comparison of our 2015 results versus
2014 and our 2014 results versus 2013. Share of wallet refers to
our share of the overall fee pool for the respective products.

Fixed income sales and trading

2015 vs 2014: Down 20% from CHF 4,743 million to CHF 3,815 million
Fixed income sales and trading revenues declined significantly,
primarily driven by weak performance in our yield businesses, par-
ticularly global credit products and securitized products. During
the second half of 2015, a significant widening in US high yield
spreads, comparable to peak 2011 levels, resulted in reduced cli-
ent activity and low levels of market liquidity. As a result, global
credit products significantly declined primarily due to mark-to-mar-
ket losses on client inventory, particularly in our US distressed high
yield trading portfolio, as fund redemptions resulted in an accel-
erated market sell-off. In addition, securitized products revenues
decreased significantly, driven by mark-to-market losses in non-
agency collateralized loan obligations (CLO) and non-agency com-
mercial mortgage-backed securities (CMBS). We also incurred
mark-to-market losses in agency CMBS as swaps tightened in a
difficult macro environment. Emerging markets revenues declined,
reflecting weak performance across all regions, particularly in
Latin America, and our financing business. Global macro products
results increased, primarily due to improved US rates performance
from increased client activity following the US Federal Reserve
rate hike.

2014 vs 2013: Stable at CHF 4,743 million

Fixed income sales and trading revenues were stable, primarily
driven by strong performance in securitized products, reflecting
growth across trading and origination from our efforts to diversify
the franchise. This increase was partially offset by lower revenues
in global macro products as subdued client activity and low volatil-
ity in the first half of the year offset improved trading conditions
in the second half of the year. We also had lower revenues in our
credit franchise as lower leveraged finance origination activity, due
to increased market volatility, resulted in weaker trading perfor-
mance. Emerging markets revenues declined, reflecting weak per-
formance in Latin America. Our results also include the adverse
impact of the recognition of funding valuation adjustments (FVA)
of CHF 95 million in the fourth quarter of 2014.

Equity sales and trading

2015 vs 2014: Down 6% from CHF 2,969 million to CHF 2,787 million
Equity sales and trading revenues declined, primarily driven by
weak cash equities performance due to difficult trading conditions
in Latin America, where we have a strong market position. Deriva-
tives results declined slightly, reflecting lower fund-linked prod-
ucts performance. These declines were partially offset by higher

Operating and financial review
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systematic market making revenues reflecting increased market
volatility. We also had slightly increased prime services revenues
despite significantly reduced leverage exposure, reflecting contin-
ued progress on our client portfolio optimization strategy.

2014 vs 2013: Down 10% from CHF 3,288 million to CHF 2,969 million
The lower revenues results reflected less favorable trading condi-
tions, such as low volumes and low levels of volatility in the year.
We had significantly weaker results in systematic market making
following a strong performance in 2013. We also had lower cash
equities results, reflecting difficult market conditions and subdued
activity in Brazil. Derivatives revenues declined, reflecting weak
performance across the Americas and EMEA. The decline was
partially offset by increased revenues in prime services, reflect-
ing a strong market share, continued portfolio optimization and
increased trading and clearing activity.

Underwriting

2015 vs 2014: Down 9% from CHF 1,098 million to CHF 994 million
Underwriting revenues declined, primarily due to weak debt under-
writing revenues, reflecting lower leveraged finance activity in
the US, but partially offset by higher investment grade revenues.
Equity underwriting results were stable compared to 2014.

2014 vs 2013: Stable at CHF 1,098 million

Underwriting revenues were stable as higher equity underwriting
results from higher industry-wide issuance activity across products
were offset by lower debt underwriting revenues as a result of a
decline in our investment grade business.

Compensation and benefits

2015 vs 2014: Up 3% from CHF 3,332 million to CHF 3,418 million
Compensation and benefits increased, reflecting the foreign
exchange impact of the strengthening of the US dollar against
the Swiss Franc and higher salaries. In US dollars, compensation
and benefits declined 3%, reflecting lower deferred compensation
expenses from prior-year awards and lower discretionary compen-
sation expenses.

2014 vs 2013: Up 2% from CHF 3,271 million to CHF 3,332 million

The increase was primarily driven by higher deferred compensa-
tion expenses from prior-year awards and higher salary expenses.

General and administrative expenses

2015 vs 2014: Up 23% from CHF 2,063 million to CHF 2,546 million
Expenses increased significantly, reflecting increased investments
in our risk, regulatory and compliance infrastructure and higher
litigation provisions.

2014 vs 2013: Stable at CHF 2,063 million

Expenses were stable as lower infrastructure costs and lower UK
bank levy expenses, partially offset by higher litigation provisions.
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Investment Banking & Capital Markets

In 2015, Investment Banking & Capital Markets reported
a loss before taxes of CHF 353 million, including a good-
will impairment charge of CHF 380 million, and net rev-
enues of CHF 1,752 million. Volatile markets made for a

Divisional results

challenging year compared to 2014. Profitability was nega-
tively impacted by lower underwriting revenues and mark-
to-market losses in the underwriting and lending portfolio.

Statements of operations (CHF million)
Net revenues

Provision for credit losses

Compensation and benefits

General and administrative expenses
Commission expenses

Goodwill impairment

Restructuring expenses

Total other operating expenses

Total operating expenses

Income/(loss) before taxes

Statement of operations metrics (%)
Return on regulatory capital

Cost/income ratio

Economic risk capital and return
Average economic risk capital (CHF million)
Pre-tax return on average economic risk capital (%)
Balance sheet statistics (CHF million, except where indicated)
Total assets

Risk-weighted assets

Risk-weighted assets (USD)

Leverage exposure

Leverage exposure (USD)

Number of employees (full-time equivalents)
Number of employees

2 Calculated using a return excluding interest costs for allocated goodwill.

2015

1,752
3
1,266
432

2

380
22
836
2,102
(353)

(156.0)
120.0

4,358
®1)

19,800
17,824
18,020
42,861
43,331

2,800

2014

2,106
(2)
1,188
409

412
1,600
508

26.2
76.0

3,893
138.0

14,928
13,870
14,015
42,017
42,457

2,400

in / end of
2013

2,014
0
1,056
376

1

0

377
1,433
581

71.2

3,248
17.9

6,662

11,210
12,508

2,400

15/ 14

(17

33
29
29

% change
14 /13

13

200

12
(13)

20

124
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Investment Banking & Capital Markets

Net revenue detail (CHF million)
Debt underwriting

Equity underwriting

Advisory and other fees

Other

Net revenues

RESULTS SUMMARY

in % change

2015 2014 2013 15/ 14 14/13
8562 1,064 1,065 (20) 1
376 494 402 24) 23
705 584 5563 21 6
(181) (36) 4 403 -
1,752 2,106 2,014 a7 5

RESULTS DETAIL

Full-year 2015 results

In 2015, Investment Banking & Capital Markets reported a loss
before taxes of CHF 353 million, including the goodwill impairment
charge of CHF 380 million, and net revenues of CHF 1,752 mil-
lion. Net revenues declined 17% compared to 2014. Debt under-
writing revenues of CHF 852 million were down 20% on lower
leveraged finance revenues and significant mark-to-market losses
related to our underwriting commitments and lending portfolio.
Equity underwriting revenues of CHF 376 million were down 24%,
primarily reflecting a decrease in the overall fee pool for IPOs.
Advisory revenues of CHF 705 million were up 21%, driven by an
increase in the overall fee pool. Total operating expenses of CHF
2,102 million were up 31%, compared to 2014, primarily reflecting
the goodwill impairment charge. Total operating expenses were
also impacted by market-based salary increases, investment in
strategic hires for the growth plan and restructuring expenses rec-
ognized in 4Q15 in connection with the implementation of the new
strategy. These increases were partially offset by a decrease in
discretionary compensation.

Full-year 2014 results

In 2014, we reported net revenues of CHF 2,106 million, an
increase of 5% compared to 2013. The results reflected higher
advisory and equity underwriting revenues, driven by increased
activity in IPOs and M&A. Total operating expenses of CHF 1,600
million were up 12% compared to 2013, reflecting higher compen-
sation and benefits.

Capital and leverage metrics

At the end of 2015, risk-weighted assets were USD 18.0 billion,
an increase of USD 4.0 billion compared to the end of 2014. This
increase was driven by higher investment grade and non-invest-
ment grade underwriting commitments, as well as methodology
changes. We reported leverage exposure of USD 43.3 billion, a
reduction of USD 0.9 billion compared to the end of 2014.

The following provides a comparison of our 2015 results versus
2014 and our 2014 results versus 2013. Share of wallet refers to
our share of the overall fee pool for the respective products.

Debt underwriting

2015 vs 2014: Down 20% from CHF 1,064 million to CHF 852 million
The decrease was primarily driven by lower leveraged finance rev-
enues and significant mark-to-market losses related to our under-
writing commitments and lending portfolio. Leveraged finance
revenues were lower on reduced leveraged loan activity amid sig-
nificant market volatility.

2014 vs 2013: Stable at CHF 1,064 million

Growth in our investment grade businesses offset lower leveraged
finance revenues, which declined versus a strong 2013, consistent
with the overall fee pool.

Equity underwriting

2015 vs 2014: Down 24% from CHF 494 million to CHF 376 million

The decrease was driven by lower revenues from IPOs, reflecting
declines in industry-wide issuance activity. We had higher rev-
enues from follow-on offerings despite a decrease in industry-wide
activity, driven by share of wallet gains.

2014 vs 2013: Up 23% from CHF 402 million to CHF 494 million

The increase was driven by higher revenues from IPOs, in line
with higher industry-wide issuance activity. We also had higher
revenues from follow-on offerings as an increase in the related fee
pool offset a decrease in our share of wallet.

Advisory and other fees

2015 vs 2014: Up 21% from CHF 584 million to CHF 705 million

The increase in revenues was driven by a higher number of com-
pleted M&A transactions, reflecting an increase in the overall fee
pool.

2014 vs 2013: Up 6% from CHF 553 million to CHF 584 million

The increase in revenues reflected the growth in the overall fee
pool and more favorable market conditions.
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Compensation and benefits

2015 vs 2014: Up 7% from CHF 1,188 million to CHF 1,266 million
Compensation and benefits increased as a result of market-based
salary increases and investment in strategic hires as part of the
Investment Banking & Capital Markets growth strategy.

2014 vs 2013: Up 13% from CHF 1,056 million to CHF 1,188 million

The increase was primarily driven by higher deferred compensation
expenses from prior-year awards and higher discretionary com-
pensation expenses.

General and administrative expenses

2015 vs 2014: Up 6% from CHF 409 million to CHF 432 million

The increase was primarily driven by investments in our risk and
compliance infrastructure.

2014 vs 2013: Up 9% from CHF 376 million to CHF 409 million

The increase was primarily driven by higher litigation provisions.



Strategic Resolution Unit

assets of CHF 61.6 billion, a decrease of CHF 3.4 billion
compared to the end of 2014. Leverage exposure was
CHF 138.2 billion as of the end of 2015, reflecting a
decrease of CHF 80.9 billion compared to the end of 2014.

In 2015, the Strategic Resolution Unit reported a loss
before taxes of CHF 2,510 million and net revenues of
CHF 413 million. Net revenues declined compared to 2014.

In 2015, we reduced risk-weighted assets and leverage
exposure. As of the end of 2015, we had risk-weighted

Divisional results

Operating and financial review

Strategic Resolution Unit

Statements of operations (CHF million)
Net revenues
of which from noncontrolling interests without significant economic interest
Provision for credit losses
Compensation and benefits
General and administrative expenses
of which litigation expenses
Commission expenses
Goodwill impairment
Restructuring expenses
Total other operating expenses
Total operating expenses
of which from noncontrolling interests without significant economic interest
Loss before taxes
of which from noncontrolling interests without significant economic interest
Statement of operations metrics (%)
Return on regulatory capital
Balance sheet statistics (CHF million)
Total assets
Risk-weighted assets
Leverage exposure
Number of employees (full-time equivalents)

Number of employees

2015

413
1

132
1,017
1,462
414
169

0

163
1,774
2,791
22
(2,510)
1)

(28.9)
77 664
61,638

138,219

2,100

2014

1,168
427
33
1,082
3,448
2,536
178

3,626
4,708
32
(3,573)
395

(32.6)
107,464
65,072

219,075

3,400

in / end of
2013

1,630
639

77
1,150
2,738
1,038
211

12
2,961
4,111
47
(2,558)
592

108,472
65,867

3,800

15/ 14

(65)
97
300

©)
(68)
®4
(1

61
(41)
D)
(30)

(28)
®)
(37)

(38)

% change
14/13

(28)
(33)
67
©)
26
31
(16)
(100)

22
15
(32
40
(33)

M
M

(1
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Divisional results (continued)

Net revenue detail (CHF million)

Restructuring of select onshore businesses

Legacy cross-border business and small markets
Restructuring of former Asset Management division

Legacy investment banking portfolio

Legacy funding costs

Other

Noncontrolling interests without significant economic interest

Net revenues

RESULTS SUMMARY

in % change

2015 2014 2013 15/ 14 14/13
758 910 856 (17) 6
292 403 513 (28) @n
(108) 167 483 - (65)
(380) (388) (104) @ 273
(250) (219) (481) 14 (54)
90 (132 (276) - (62)
1A 427 639 @7) (33)
413 1,168 1,630 (65) (28)

RESULTS DETAIL

Full-year 2015 results

In 2015, the Strategic Resolution Unit reported a loss before
taxes of CHF 2,510 million compared to a loss before taxes of
CHF 3,573 million in 2014. Net revenues decreased CHF 755
million compared to 2014, primarily driven by lower revenues from
noncontrolling interests without significant economic interest and
losses relating to the restructuring of the former Asset Manage-
ment division in 2015. Provision for credit losses was CHF 132
million in 2015 compared to CHF 33 million in 2014, primarily
relating to the restructuring of select onshore businesses. Total
operating expenses decreased from CHF 4,708 million in 2014 to
CHF 2,791 million in 2015, mainly due to lower litigation expenses.

Full-year 2014 results

In 2014, the Strategic Resolution Unit reported a loss before
taxes of CHF 3,573 million compared to a loss before taxes of
CHF 2,558 million in 2013. Net revenues decreased CHF 462
million compared to 2013, primarily driven by lower net revenues
relating to the restructuring of the former Asset Management divi-
sion and losses from the legacy investment banking portfolio in
2014, Provision for credit losses decreased from CHF 77 mil-
lion in 2013 to CHF 33 million in 2014. Total operating expenses
increased from CHF 4,111 million in 2013 to CHF 4,708 million in
2014, mainly due to higher litigation expenses.

Capital and leverage metrics

In 2015, we reduced risk-weighted assets and leverage exposure.
As of the end of 2015, we had risk-weighted assets of CHF 61.6
billion, a decrease of CHF 3.4 billion compared to the end of 2014.
The decrease was mainly driven by various initiatives in the legacy
investment banking portfolio. Leverage exposure was CHF 138.2
billion as of the end of 2015, reflecting a decrease of CHF 80.9
billion compared to the end of 2014, driven by various initiatives in
the legacy investment banking portfolio including sales, clearing
and compression and other mitigating measures.

The following provides a comparison of our 2015 results versus
2014 and our 2014 results versus 2013.

Net revenues

2015 vs 2014: Down 65% from CHF 1,168 million to CHF 413 million

The decrease in net revenues was driven by lower revenues from
noncontrolling interests without significant economic interest and
losses relating to the restructuring of the former Asset Manage-
ment division.

2014 vs 2013: Down 28% from CHF 1,630 million to CHF 1,168 million
The decrease in net revenues was primarily driven by lower reve-
nues relating to the restructuring of the former Asset Management
division, higher losses relating to the legacy investment banking
portfolio and lower revenues from noncontrolling interest without
significant economic interest, partially offset by lower losses relat-
ing to legacy funding costs.

Total operating expenses

2015 vs 2014: Down 41% from CHF 4,708 million to CHF 2,791 million
Total operating expenses decreased mainly due to lower litigation
expenses. Litigation expenses decreased from CHF 2,535 million
in 2014 to CHF 414 million in 2015. Litigation expenses in 2014
included CHF 1,618 million relating to the final settlement of all
outstanding US cross-border matters and CHF 841 million primar-
ily in connection with mortgage-related matters.

2014 vs 2013: Up 15% from CHF 4,111 million to CHF 4,708 million

Total operating expenses increased mainly due to higher litigation
expenses. Litigation expenses increased from CHF 1,938 mil-
lion in 2013 to CHF 2,535 million in 2014, Litigation expenses in
2013 included provisions of CHF 1,117 million in connection with
mortgage-related matters, including in connection with the settle-
ment with the Federal Housing Finance Agency in March 2014,
and CHF 600 million in connection with US cross-border matters.



Operating and financial review
Corporate Center

Corporate Center

Corporate Center includes parent company operations such as Group financing, expenses for projects sponsored by the
Group and certain expenses and revenues that have not been allocated to the segments. It also includes consolidation
and elimination adjustments required to eliminate intercompany revenues and expenses.

Corporate Center results

in / end of % change
2015 2014 2013 16/ 14 14/13
Statements of operations (CHF million)
Net revenues 445 548 (321) 19 -
Provision for credit losses 0 2 1 (100) 100
Compensation and benefits 329 334 238 (@) 40
General and administrative expenses 431 260 62 66 319
Commission expenses 45 5 26 - @81)
Total other operating expenses 476 265 88 80 201
Total operating expenses 805 599 326 34 84
Loss before taxes (360) (53) (648) - (92)
Balance sheet statistics (CHF million)
Total assets 62,872 21,662 32,979 192 (35)
Risk-weighted assets ' 16,878 16,125 15,298 5 5
Leverage exposure ' 59,723 15,180 - 293 -

' Disclosed on a look-through basis.
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RESULTS SUMMARY

Full-year 2015 results

In 2015, Corporate Center recorded a loss before taxes of
CHF 360 million compared to a loss before taxes of CHF 53 mil-
lion in 2014, primarily reflecting lower fair value gains from move-
ments in own credit spreads of CHF 298 million in 2015, com-
pared to fair value gains from movements in own credit spreads of
CHF 543 million in 2014, and higher expenses in connection with
the legal entity program in 2015.

Corporate Center results (continued)

Full-year 2014 results

In 2014, Corporate Center recorded a loss before taxes of
CHF 53 million compared to a loss before taxes of CHF 648 mil-
lion in 2013, primarily reflecting fair value gains from movements in
own credit spreads of CHF 543 million in 2014, compared to fair
value losses from movements in own credit spreads of CHF 296
million in 2013. The improved results were partially offset by higher
expenses in connection with the legal entity program in 2014.

in % change
2015 2014 2013 16/ 14 14/13
Net revenue detail (CHF million)
Treasury results 69 (78) (40) - 95
Fair value impact from movements in own credit spreads 208 543 (296) (45) -
Other 78 83 15 ®) 453
Net revenues 445 548 (321) (19 -
Corporate Center — expenses before and after service allocation to divisions
in % change
2015 2014 2013 16/ 14 14/13
Statements of expenses (CHF million)
Compensation and benefits 3,020 3,030 3,095 0 )
General and administrative expenses 3,915 3,531 3,312 11 7
Commission expenses 45 5 26 - @1)
Restructuring expenses 106 - - -
Total other operating expenses 4,066 3,536 3,338 15
Total operating expenses before allocations to divisions 7,086 6,566 6,433 8
Net allocation to divisions 6,281 5,967 6,107 5 )
of which Swiss Universal Bank 1,631 1,468 1,472 4 0
of which International Wealth Management 967 930 1,055 4 12)
of which Asia Pacific 766 724 678 4 7
of which Global Markets 2,090 1,946 1,988 7 )
of which Investment Banking & Capital Markets 289 252 234 15 8
of which Strategic Resolution Unit 648 647 680 0 )
Total operating expenses 805 599 326 34 84
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Assets under management

As of December 31, 2015, assets under management were CHF 1,214.1 billion, down 11.3% compared to December
31, 2014, primarily reflecting the transfer of our US domestic private banking business and a reclassification of assets
under management to assets under custody within client assets, partially offset by net new assets of CHF 46.9 billion.

Assets under management
Effective as of July 1, 2015, the Group updated its assets under
management policy primarily to introduce more specific criteria and
indicators to evaluate whether client assets qualify as assets under
management. The introduction of this updated policy resulted in
a reclassification of CHF 46.4 billion of assets under manage-
ment to assets under custody within client assets which has been
reflected as a structural effect in the third quarter of 2015.
Assets under management comprise assets that are placed
with us for investment purposes and include discretionary and advi-
sory counterparty assets.

Assets under management and client assets

Discretionary assets are assets for which the client fully trans-
fers the discretionary power to a Credit Suisse entity with a man-
agement mandate. Discretionary assets are reported in the busi-
ness in which the advice is provided as well as in the business in
which the investment decisions take place. Assets managed by the
Asset Management business of International Wealth Management
for other businesses are reported in each applicable business and
eliminated at the Group level.

Assets under management (CHF billion)
Swiss Universal Bank — Private Banking
Swiss Universal Bank — Corporate & Institutional Banking
International Wealth Management — Private Banking
International Wealth Management — Asset Management
Asia Pacific — Private Banking
Strategic Resolution Unit
Assets managed across businesses '
Assets under management
of which continuing operations
of which discontinued operations
Assets under management from continuing operations
of which discretionary assets
of which advisory assets
Client assets (CHF billion) 2
Swiss Universal Bank — Private Banking
Swiss Universal Bank — Corporate & Institutional Banking
International Wealth Management — Private Banking
International Wealth Management — Asset Management
Asia Pacific — Private Banking
Strategic Resolution Unit
Assets managed across businesses '
Client assets?
of which continuing operations

of which discontinued operations

end of % change

2015 2014 2013 16/ 14 14/ 13
241.0 268.6 244.2 6.8) 5.9
275.8 275.9 250.0 0.0 10.4
289.6 323.7 297.8 (10.5) 8.7
321.3 306.2 270.1 5.3 13.0
160.4 160.5 121.3 0.1) 241
27.3 144.0 167.0 (81.0) (13.8)
91.3) (89.2) (72.8) 2.4 225
1,214.1 1,368.7 1,277.6 (11.3) 71
1,214.1 1,368.7 1,248.6 (11.3) 9.6
0.0 0.0 29.0 - (100.0)
1,214.1 1,368.7 1,248.6 (11.3) 9.6
410.1 429.1 417.8 (4.4) 2.7
804.0 939.6 830.8 (14.4) 13.1
266.2 266.5 251.9 0.1) 5.8
377.1 3756.5 362.7 0.4 6.5
400.0 429.2 391.8 6.8) 9.5
321.3 306.2 270.1 5.3 138.0
169.8 167.1 129.6 8.1 21.2
110.4 169.8 179.1 (30.9) (10.8)
91.3) (89.2) (72.8) 2.4 225
1,553.5 1,604.1 1,502.4 3.9 6.8
1,563.5 1,604.1 1,473.0 [€3%) 8.9
0.0 0.0 29.4 - (100.0)

! Represents assets managed by Asset Management within International Wealth Management for the other businesses.
2 Client assets is a broader measure than assets under management as it includes transactional accounts and assets under custody (assets held solely for transaction-related or safekeeping/
custody purposes) and assets of corporate clients and public institutions used primarily for cash management or transaction-related purposes.
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Growth in assets under management

n
Growth in assets under management (CHF billion)
Net new assets from continuing operations
Net new assets from discontinued operations
Net new assets
of which Swiss Universal Bank — Private Banking
of which Swiss Universal Bank — Corporate & Institutional Banking
of which International Wealth Management — Private Banking
of which International Wealth Management — Asset Management ?
of which Asia Pacific — Private Banking
of which Strategic Resolution Unit
of which assets managed across businesses *
Other effects from continuing operations
Other effects from discontinued operations
Other effects
of which Swiss Universal Bank — Private Banking
of which Swiss Universal Bank — Corporate & Institutional Banking
of which International Wealth Management — Private Banking
of which International Wealth Management — Asset Management
of which Asia Pacific — Private Banking
of which Strategic Resolution Unit
of which assets managed across businesses *
Growth in assets under management from continuing operations
Growth in assets under management from discontinued operations
Growth in assets under management
of which Swiss Universal Bank — Private Banking
of which Swiss Universal Bank — Corporate & Institutional Banking
of which International Wealth Management — Private Banking
of which International Wealth Management — Asset Management 2
of which Asia Pacific — Private Banking
of which Strategic Resolution Unit

of which assets managed across businesses *

2015 2014 2013
46.9 29.9 35.0
0.0 (2.0 (4.0)
46.9" 27.9 31.0
3.2 38 (2.5)
10.6 5.5 8.8
(3.0) 7.3 10.3
26.5 6.5 15.9
17.8 17.5 1.8
4.0 9.6) (7.8)
4.2 3.1 (6.5)
(201.5) 90.2 18.6
0.0 (27.0) (20.0)
(201.5) ! 63.2 (1.4)
(20.8) 10.6 23.4
10.7) 20.4 17.4
(31.1) 18.6 (16.9)
(10.4) 28.6 8.6
17.9) 1.7 (2.4)
(112.7)? (13.4) (25.7)
2.1 (13.3) (5.8)
(154.6) 120.1 53.6
0.0 (29.0) (24.0)
(154.6) 91.1 29.6
17.6) 14.4 20.9
.1 25.9 26.2
(34.1) 25.9 (6.6)
16.1 35.1 245
.1 29.2 9.4
(116.7) (23.0) (33.5)
.1) (16.4) (11.3)

! Updated since the 4Q15 Earnings Release to reflect a reclassification within the components of the growth in assets under management.
2 Includes outflows for private equity assets reflecting realizations at cost and unfunded commitments on which a fee is no longer earned.
3 Represents assets managed by Asset Management within International Wealth Management for the other businesses.

Advisory assets include assets placed with us where the client is
provided access to investment advice but retains discretion over
investment decisions.

Assets under management and net new assets include assets
managed by consolidated entities, joint ventures and strategic
participations. Assets from joint ventures and participations are
counted in proportion to our share in the respective entity.

As of December 31, 2015, assets under management of
CHF 1,214.1 billion decreased CHF 154.6 billion compared to the
end of 2014, reflecting the transfer of our US domestic private
banking business, the CHF 46.4 billion reclassification of assets
under management to assets under custody due to the introduc-
tion of the updated assets under management policy and unfavor-
able foreign exchange-related movements, partially offset by net
new assets of CHF 46.9 billion and favorable market movements.

The Private Banking business of Swiss Universal Bank had
assets under management of CHF 241.0 billion as of the end
of 2015, a decrease of CHF 17.6 billion compared to the end of
2014, primarily reflecting a reclassification of CHF 15.8 billion of
assets under management to assets under custody and unfavor-
able foreign exchange-related movements, partially offset by net
new assets of CHF 3.2 billion and favorable market movements.

The Corporate & Institutional Banking business of Swiss Uni-
versal Bank had assets under management of CHF 275.8 bil-
lion as of the end of 2015, stable compared to the end of 2014,
reflecting net new assets of CHF 10.6 billion and favorable market
movements, offset by a reclassification of CHF 8.3 billion of assets
under management to assets under custody and unfavorable for-
eign exchange-related movements.
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n
Growth in assets under management (%)
Net new assets from continuing operations
Net new assets from discontinued operations
Net new assets
of which Swiss Universal Bank — Private Banking
of which Swiss Universal Bank — Corporate & Institutional Banking
of which International Wealth Management — Private Banking
of which International Wealth Management — Asset Management "
of which Asia Pacific — Private Banking
of which Strategic Resolution Unit
of which assets managed across businesses 2
Other effects from continuing operations
Other effects from discontinued operations
Other effects
of which Swiss Universal Bank — Private Banking
of which Swiss Universal Bank — Corporate & Institutional Banking
of which International Wealth Management — Private Banking
of which International Wealth Management — Asset Management
of which Asia Pacific — Private Banking
of which Strategic Resolution Unit
of which assets managed across businesses 2
Growth in assets under management from continuing operations
Growth in assets under management from discontinued operations
Growth in assets under management
of which Swiss Universal Bank — Private Banking
of which Swiss Universal Bank — Corporate & Institutional Banking
of which International Wealth Management — Private Banking
of which International Wealth Management — Asset Management '
of which Asia Pacific — Private Banking
of which Strategic Resolution Unit
of which assets managed across businesses ?

2015 2014 2013
3.4 2.4 2.9
0.0 6.9) (7.5)
3.4 2.2 2.5
1.2 1.6 (1.1
3.8 2.2 3.9

0.9) 25 3.4
8.7 2.4 6.5

1.8 14.4 10.5

(2.8) (6.7) (3.9)
47 43 8.9

(14.7) 7.2 1.6
0.0 (93.1) (37.8)
(14.7) 4.9 0.1)

(8.0) 4.3 10.5

(3.8) 8.2 7.8

(9.6) 6.2 (5.6)

(3.4) 10.6 35

(11.9) 9.7 .1
(78.2) 8.1 (12.8)
(2.3) 18.2 95
(11.3) 9.6 4.5
0.0 (100.0) (45.3)
(11.3) 71 2.4

(6.8) 5.9 9.4

0.0 10.4 1.7

(10.5) 8.7 2.2)
5.3 13.0 10.0
.1 24.1 8.4
(81.0) (13.8) (16.7)
2.4 22.5 18.4

1 Includes outflows for private equity assets reflecting realizations at cost and unfunded commitments on which a fee is no longer earned.
2 Represents assets managed by Asset Management within International Wealth Management for the other businesses.

The Private Banking business of International Wealth Manage-
ment had assets under management of CHF 289.6 billion as of
the end of 2015, a decrease of CHF 34.1 billion compared to the
end of 2014, primarily due to unfavorable foreign exchange-related
movements, a reclassification of CHF 11.1 billion of assets under
management to assets under custody and net asset outflows of
CHF 3.0 billion, partially offset by favorable market movements.

The Asset Management business of International Wealth Man-
agement had assets under management of CHF 321.3 billion as
of the end of 2015, an increase of CHF 16.1 billion compared to
the end of 2014, primarily due to net new assets of CHF 26.5
billion, partially offset by unfavorable foreign exchange-related
movements.

The Private Banking business of Asia Pacific had assets
under management of CHF 150.4 billion as of the end of 2015,

stable compared to the end of 2014, reflecting net new assets
of CHF 17.8 billion, offset by a reclassification of CHF 9.1 billion
of assets under management to assets under custody, unfavor-
able market movements and unfavorable foreign exchange-related
movements.

The Strategic Resolution Unit had CHF 27.3 billion assets
under management as of the end of 2015, a decrease of
CHF 116.7 billion compared to the end of 2014, primarily reflecting
the transfer of our US domestic private banking business to Wells
Fargo and net asset outflows of CHF 4.0 billion, partially offset by
favorable market movements.

» Refer to “Swiss Universal Bank’, “International Wealth Management’, “Asia
Pacific” and “Strategic Resolution Unit” in Il — Operating and financial review and
“Note 38 — Assets under management” in V — Consolidated financial statements
— Credit Suisse Group for further information.
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Net new assets
Net new assets include individual cash payments, delivery of secu-
rities and cash flows resulting from loan increases or repayments.
Interest and dividend income credited to clients, commissions,
interest and fees charged for banking services are not included as
they do not reflect success in acquiring assets under management.

Furthermore, changes due to foreign exchange-related and
market movements as well as asset inflows and outflows due to
the acquisition or divestiture of businesses are not part of net new
assets.

We recorded net new assets of CHF 46.9 billion in 2015.

Swiss Universal Bank contributed net new assets of CHF 3.2
billion in its Private Banking business, with solid contributions
from © UHNWI, © HNWI and © affluent and retail clients, and

Net new assets

CHF 10.6 billion in its Corporate & Institutional Banking business,
primarily from Swiss pension funds.

International Wealth Management reported net asset outflows
of CHF 3.0 billion in its Private Banking business, mainly reflecting
the impact of regularization and pricing changes on cash deposits,
and strong net new assets of CHF 26.5 billion in its Asset Man-
agement business, with inflows primarily from traditional products,
including inflows from a joint venture in emerging markets, index
solutions and credit products.

Asia Pacific reported strong net new assets of CHF 17.8 bil-
lion, reflecting inflows primarily from the Greater China and South
East Asia markets.

The Strategic Resolution Unit had net asset outflows of
CHF 4.0 billion due to the wind-down of operations.

n
Net new assets (CHF billion)
Swiss Universal Bank — Private Banking
Swiss Universal Bank — Corporate & Institutional Banking
International Wealth Management — Private Banking
International Wealth Management — Asset Management
Asia Pacific — Private Banking
Strategic Resolution Unit
Assets managed across businesses 2
Net new assets
of which continuing operations
of which discontinued operations

2015 2014 2013

3.2 3.8 2.5)
10.6 5.5 8.8
(3.0) 7.3 10.3
26.5 6.5 15.9
17.8 175 11.8
4.0)" 9.6) (7.8)
“.2) @3.1) (5.5)
469" 27.9 31.0
46.9 29.9 35.0

0.0 (©2.0) 4.0)

! Updated since the 4Q15 Earnings Release to reflect a reclassification within the components of the growth in assets under management.
2 Represents assets managed by Asset Management within International Wealth Management for the other businesses.
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Critical accounting estimates

In order to prepare the consolidated financial statements in accor-
dance with US GAAP, management is required to make certain
accounting estimates to ascertain the value of assets and liabili-
ties. These estimates are based upon judgment and the informa-
tion available at the time, and actual results may differ materially
from these estimates. Management believes that the estimates
and assumptions used in the preparation of the consolidated finan-
cial statements are prudent, reasonable and consistently applied.
We believe that the critical accounting estimates discussed
below involve the most complex judgments and assessments.

» Refer to “Note 1 — Summary of significant accounting policies” and “Note 2 —
Recently issued accounting standards” in V — Consolidated financial statements —
Credit Suisse Group for further information on significant accounting policies and
new accounting pronouncements. For financial information relating to the Bank,
refer to the corresponding notes in the consolidated financial statements of the
Bank.

FAIR VALUE

A significant portion of our assets and liabilities are carried at ¢ fair
value. The fair value of the majority of these financial instruments
is based on quoted prices in active markets or observable inputs.

In addition, we hold financial instruments for which no prices
are available and which have little or no observable inputs. For
these instruments, the determination of fair value requires sub-
jective assessment and judgment depending on liquidity, pricing
assumptions, the current economic and competitive environment
and the risks affecting the specific instrument. In such circum-
stances, valuation is determined based on management’s own
judgments about the assumptions that market participants would
use in pricing the asset or liability (including assumptions about
risk). These instruments include certain © OTC derivatives includ-
ing interest rate, foreign exchange, equity and credit derivatives,
certain corporate equity-linked securities, mortgage-related and

collateralized debt obligation (CDO) securities, private equity
investments, certain loans and credit products (including leveraged
finance, certain syndicated loans and certain high yield bonds) and
life finance instruments.

We have availed ourselves of the simplification in account-
ing offered under the fair value option guidance in Accounting
Standards Codification (ASC) Topic 825 — Financial Instruments,
primarily in the divisions Global Markets, Investment Banking &
Capital Markets, International Wealth Management, Asia Pacific
and Strategic Resolution Unit. This has been accomplished gen-
erally by electing the fair value option, both at initial adoption and
for subsequent transactions, on items impacted by the hedge
accounting requirements of US GAAP. For instruments for which
hedge accounting could not be achieved and for which we are
economically hedged, we have elected the fair value option. Where
we manage an activity on a fair value basis but previously have
been unable to achieve fair value accounting, we have utilized the
fair value option to align our financial accounting to our risk man-
agement reporting.

Control processes are applied to ensure that the fair values
of the financial instruments reported in the consolidated finan-
cial statements, including those derived from pricing models, are
appropriate and determined on a reasonable basis.

» Refer to “Note 35 — Financial instruments” in V — Consolidated financial state-
ments — Credit Suisse Group for further information on fair value and related
control processes of the Group.

VARIABLE INTEREST ENTITIES

As a normal part of our business, we engage in various transac-
tions that include entities which are considered variable interest
entities (VIEs). VIEs are special purpose entities that typically lack
sufficient equity to finance their activities without additional subor-
dinated financial support or are structured such that the holders of
the voting rights do not substantively participate in the gains and
losses of the entity. Such entities are required to be assessed for
consolidation under US GAAP, compelling the primary beneficiary
to consolidate the VIE. The primary beneficiary is the party that
has the power to direct the activities that most significantly affect
the economics of the VIE and potentially has significant benefits
or losses in the VIE. We consolidate all VIEs where we are the
primary beneficiary. VIEs may be sponsored by us, unrelated third
parties or clients. Application of the accounting requirements for
consolidation of VIEs, including ongoing reassessment of VIEs
for possible consolidation, may require the exercise of significant
management judgment.

» Refer to “Note 1 — Summary of significant accounting policies” and “Note 34
— Transfers of financial assets and variable interest entities” in V — Consolidated
financial statements — Credit Suisse Group for further information on VIEs.

CONTINGENCIES AND LOSS PROVISIONS

A contingency is an existing condition that involves a degree of
uncertainty that will ultimately be resolved upon the occurrence or
non-occurrence of future events.

Litigation contingencies

We are involved in a number of judicial, regulatory and arbitra-
tion proceedings concerning matters arising in connection with
the conduct of our businesses. Some of these proceedings have
been brought on behalf of various classes of claimants and seek
damages of material and/or indeterminate amounts. We accrue
loss contingency litigation provisions and take a charge to income
in connection with certain proceedings when losses, additional
losses or ranges of loss are probable and reasonably estimable.
We also accrue litigation provisions for the estimated fees and
expenses of external lawyers and other service providers in rela-
tion to such proceedings, including in cases for which we have
not accrued a loss contingency provision. We accrue these fee
and expense litigation provisions and take a charge to income in
connection therewith when such fees and expenses are probable
and reasonably estimable. We review our legal proceedings each
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quarter to determine the adequacy of our litigation provisions and
may increase or release provisions based on management’s judg-
ment and the advice of counsel. The establishment of additional
provisions or releases of litigation provisions may be necessary in
the future as developments in such proceedings warrant.

It is inherently difficult to determine whether a loss is probable
or even reasonably possible or to estimate the amount of any loss
or loss range for many of our legal proceedings. Estimates, by their
nature, are based on judgment and currently available information
and involve a variety of factors, including, but not limited to, the
type and nature of the proceeding, the progress of the matter,
the advice of counsel, our defenses and our experience in similar
matters, as well as our assessment of matters, including settle-
ments, involving other defendants in similar or related cases or
proceedings. Factual and legal determinations, many of which are
complex, must be made before a loss, additional losses or ranges
of loss can be reasonably estimated for any proceeding. We do
not believe that we can estimate an aggregate range of reason-
ably possible losses for certain of our proceedings because of their
complexity, the novelty of some of the claims, the early stage of
the proceedings, the limited amount of discovery that has occurred
and/or other factors. Most matters pending against us seek dam-
ages of an indeterminate amount. While certain matters specify
the damages claimed, such claimed amount may not represent our
reasonably possible losses.

» Refer to “Note 39 — Litigation” in V — Consolidated financial statements —
Credit Suisse Group for further information on legal proceedings.

Allowance and provision for credit losses

As a normal part of our business, we are exposed to credit risk
through our lending relationships, commitments and letters
of credit as well as counterparty risk on © derivatives, foreign
exchange and other transactions. Credit risk is the possibility of a
loss being incurred as a result of a borrower or counterparty fail-
ing to meet its financial obligations or as a result of deterioration in
the credit quality of the borrower or counterparty. In the event of a
default, we generally incur a loss equal to the amount owed by the
debtor, less any recoveries resulting from foreclosure, liquidation
of collateral or the restructuring of the debtor company. The allow-
ance for loan losses is considered a reasonable estimate of credit
losses existing at the dates of the consolidated balance sheets.
This allowance is for probable credit losses inherent in existing
exposures and credit exposures specifically identified as impaired.

» Refer to “Note 1 — Summary of significant accounting policies” and “Note 19 —
Loans, allowance for loan losses and credit quality” in V — Consolidated financial
statements — Credit Suisse Group for further information on allowance for loan
losses.

The inherent loan loss allowance is for all credit exposures not
specifically identified as impaired and that, on a portfolio basis,
are considered to contain probable inherent loss. The estimate
of this component of the allowance for the consumer loans port-
folio involves applying historical and current default probabilities,
historical recovery experience and related current assumptions to

homogenous loans based on internal risk rating and product type.
To estimate this component of the allowance for the corporate
and institutional loans portfolio, the Group segregates loans by
risk, industry or country rating. The methodology for loan portfolios
in our investment banking businesses adjusts the rating-specific
default probabilities to incorporate not only historic third-party data
but also those implied from current quoted credit spreads.

Many factors are evaluated in estimating probable credit losses
inherent in existing exposures. These factors include: the volatil-
ity of default probabilities; rating changes; the magnitude of the
potential loss; internal risk ratings; geographic, industry and other
economic factors; and imprecision in the methodologies and mod-
els used to estimate credit risk. Overall credit risk indicators are
also considered, such as trends in internal risk-rated exposures,
classified exposures, cash-basis loans, recent loss experience and
forecasted write-offs, as well as industry and geographic concen-
trations and current developments within those segments or loca-
tions. Our current business strategy and credit process, including
credit approvals and limits, underwriting criteria and workout pro-
cedures, are also important factors.

Significant judgment is exercised in the evaluation of these fac-
tors. For example, estimating the amount of potential loss requires
an assessment of the period of the underlying data. Data that
does not capture a complete credit cycle may compromise the
accuracy of loss estimates. Determining which external data relat-
ing to default probabilities should be used and when it should be
used also requires judgment. The use of market indices and rat-
ings that do not sufficiently correlate to our specific exposure char-
acteristics could also affect the accuracy of loss estimates. Evalu-
ating the impact of uncertainties regarding macroeconomic and
political conditions, currency devaluations on cross-border expo-
sures, changes in underwriting criteria, unexpected correlations
among exposures and other factors all require significant judg-
ment. Changes in our estimates of probable loan losses inherent in
the portfolio could have an impact on the provision and result in a
change in the allowance.

We make provisions for specific loan losses on impaired loans
based on regular and detailed analysis of each loan in the portfolio.
This analysis includes an estimate of the realizable value of any
collateral, the costs associated with obtaining repayment and real-
ization of any such collateral, the counterparty’s overall financial
condition, resources and payment record, the extent of our other
commitments to the same counterparty and prospects for support
from any financially responsible guarantors.

The methodology for calculating specific allowances involves
judgments at many levels. First, it involves the early identification
of deteriorating credit. Extensive judgment is required in order to
properly evaluate the various indicators of the financial condition of
a counterparty and likelihood of repayment. The failure to identify
certain indicators or give them proper weight could lead to a differ-
ent conclusion about the credit risk. The assessment of credit risk
is subject to inherent limitations with respect to the completeness



and accuracy of relevant information (for example, relating to the
counterparty, collateral or guarantee) that is available at the time
of the assessment. Significant judgment is exercised in determin-
ing the amount of the allowance. Whenever possible, indepen-
dent, verifiable data or our own historical loss experience is used
in models for estimating loan losses. However, a significant degree
of uncertainty remains when applying such valuation techniques.
Under our loan policy, the classification of loan status also has
a significant impact on the subsequent accounting for interest
accruals.

» Refer to “Risk Management” in lll — Treasury, Risk, Balance sheet and Off-
balance sheet and “Note 19 — Loans, allowance for loan losses and credit qual-
ity” in V — Consolidated financial statements — Credit Suisse Group for loan port-
folio disclosures, valuation adjustment disclosures and certain other information
relevant to the evaluation of credit risk and credit risk management.

GOODWILL IMPAIRMENT

Under US GAAP, goodwill is not amortized, but is reviewed for
potential impairment on an annual basis as of December 31 and at
any other time that events or circumstances indicate that the car-
rying value of goodwill may not be recoverable.

For the purpose of testing goodwill for impairment, each report-
ing unit is assessed individually. A reporting unit is an operating
segment or one level below an operating segment, also referred to
as a component. A component of an operating segment is deemed
to be a reporting unit if the component constitutes a business for
which discrete financial information is available and management
regularly reviews the operating results of that component.

On October 21, 2015, we announced the new strategy and
organization, which included the introduction of a new segment
structure. Under the prior structure, the reporting units for Pri-
vate Banking & Wealth Management were Wealth Management
Clients, Corporate & Institutional Clients, Asset Management and
Private Banking & Wealth Management's non-strategic unit, and
Investment Banking was considered to be one reporting unit.
With an effective date of November 1, 2015, the reporting units
under the new structure were redefined as follows: Swiss Univer-
sal Bank — Private Banking, Swiss Universal Bank — Corporate &
Institutional Banking, International Wealth Management — Private
Banking, International Wealth Management — Asset Management,
Asia Pacific — Private Banking, Asia Pacific — Investment Banking,
Global Markets, Investment Banking & Capital Markets and the
Strategic Resolution Unit.

Under Accounting Standards Update 2011-08, “Testing Good-
will for Impairment” (ASU 2011-08), a qualitative assessment is
permitted to evaluate whether a reporting unit's ¢ fair value is less
than its carrying value. If on the basis of the qualitative assess-
ment it is more likely than not that the reporting unit's fair value is
higher than its carrying value, no quantitative goodwill impairment
test is required. If on the basis of the qualitative assessment it is
more likely than not that the reporting unit’s fair value is lower than
its carrying value, the first step of the quantitative goodwill impair-
ment test must be performed, by calculating the fair value of the
reporting unit and comparing that amount to its carrying value. If
the fair value of a reporting unit exceeds its carrying value, there
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is no goodwill impairment. If the carrying value exceeds the fair
value, the second step of the quantitative goodwill impairment test,
measuring the amount of an impairment loss, if any, has to be
performed.

The qualitative assessment is intended to be a simplification of
the annual impairment test and can be bypassed for any reporting
unit and any period to proceed directly to performing the first step
of the quantitative goodwill impairment test. When bypassing the
qualitative assessment in any period as per the current practice
of the Group, the preparation of a qualitative assessment can be
resumed in any subsequent period.

Circumstances that could trigger an initial qualitative assess-
ment or the first step of the goodwill impairment test include, but
are not limited to: (i) macroeconomic conditions such as a dete-
rioration in general economic conditions or other developments in
equity and credit markets; (i) industry and market considerations
such as a deterioration in the environment in which the entity oper-
ates, an increased competitive environment, a decline in market-
dependent multiples or metrics (considered in both absolute terms
and relative to peers), and regulatory or political developments; (iii)
other relevant entity-specific events such as changes in manage-
ment, key personnel or strategy; (iv) a more-likely-than-not expec-
tation of selling or disposing of all, or a portion, of a reporting unit;
(v) results of testing for recoverability of a significant asset group
within a reporting unit; (vi) recognition of a goodwill impairment in
the financial statements of a subsidiary that is a component of a
reporting unit; and (vii) a sustained decrease in share price (con-
sidered in both absolute terms and relative to peers).

The carrying value of each reporting unit for the purpose of the
goodwill impairment test is determined by considering the report-
ing units’ © risk-weighted assets usage, leverage ratio exposure,
deferred tax assets, goodwill and intangible assets. Any residual
equity, after considering the total of these elements, is allocated to
the reporting units on a pro-rata basis. As of December 31, 2015,
such residual equity was equal to CHF (4,725) million.

Factors considered in determining the fair value of reporting
units include, among other things: an evaluation of recent acquisi-
tions of similar entities in the market place; current share values in
the market place for similar publicly traded entities, including price
multiples; recent trends in our share price and those of competi-
tors; estimates of our future earnings potential based on our five-
year strategic business plan; and the level of interest rates.

Estimates of our future earnings potential, and that of the
reporting units, involve considerable judgment, including manage-
ment’s view on future changes in market cycles, the regulatory
environment, the anticipated result of the implementation of busi-
ness strategies, competitive factors and assumptions concerning
the retention of key employees. Adverse changes in the estimates
and assumptions used to determine the fair value of the Group's
reporting units may result in a goodwill impairment in the future.

An estimated balance sheet for each reporting unit is prepared
on a quarterly basis. If the second step of the goodwill impair-
ment test is required, the implied fair value of the relevant report-
ing unit’s goodwill is compared with the carrying value of that
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goodwill. If the carrying value exceeds the implied fair value of the
goodwill, an impairment loss is recognized in an amount equal to
that excess. The loss recognized as a goodwill impairment cannot
exceed the carrying value of that goodwill. The implied fair value of
goodwill is calculated in the same manner as the amount of good-
will recognized in a business combination and, as such, the current
fair value of a reporting unit is assigned to all of the assets and
liabilities of that unit (including any unrecognized intangible assets,
but excluding goodwill) as if the reporting unit had been acquired
in a business combination. An independent valuation expert would
likely be engaged to assist in the valuation of the reporting unit’s
unrecognized intangible assets.

Under US GAAP, goodwill has to be tested for impairment
before and immediately after a reorganization of reporting units.
As a result, the goodwill impairment test was performed as of
November 1, 2015 under the prior reporting units and then again
under the newly defined reporting units. In addition, the remaining
goodwill after considering the impairment as of November 1, 2015
was tested for impairment as of December 31, 2015.

The total goodwill impairment for Credit Suisse Group as of
November 1, 2015 was CHF 3,797 million. Prior to the reorgani-
zation, the goodwill for the Investment Banking reporting unit was
impaired by CHF 2,324 million, which was recognized and allo-
cated across the three new reporting units with investment bank-
ing activities, Global Markets, Asia Pacific — Investment Banking
and Investment Banking & Capital Markets, based on their relative
fair values. Immediately after the reorganization, the Global Mar-
kets reporting unit was further impaired by CHF 1,473 million. In
total, the goodwill impairment of CHF 3,797 million was recog-
nized as follows: CHF 2,661 million in Global Markets, CHF 756
million in Asia Pacific — Investment Banking and CHF 380 million
in Investment Banking & Capital Markets.

Based on our goodwill impairment analysis performed as of
December 31, 2015, we concluded that the estimated fair value
for all of the reporting units with goodwill substantially exceeded
their related carrying values and no further impairment was neces-
sary as of December 31, 2015.

The Group engaged the services of an independent valu-
ation specialist to assist in the valuation of the Global Markets
and Investment Banking & Capital Markets reporting units as of
November 1, 2015 and December 31, 2015 and in the valuation
of the former Investment Banking reporting unit as of Novem-
ber 1, 2015. The valuations were performed using a combination
of the market approach and income approach. Under the market
approach, consideration is given to price to projected earnings
multiples or price to book value multiples for similarly traded com-
panies and prices paid in recent transactions that have occurred
in its industry or in related industries. Under the income approach,
a discount rate was applied that reflects the risk and uncertainty
related to the reporting unit's projected cash flows which are
determined from the Group'’s financial plan as approved by the
Board of Directors.

The results of the impairment evaluation of each reporting
unit’s goodwill would be significantly impacted by adverse changes

in the underlying parameters used in the valuation process. If
actual outcomes adversely differ by a significant margin from our
best estimates of the key economic assumptions and associated
cash flows applied in the valuation of the reporting unit, we could
potentially incur material impairment charges in the future.

» Refer to “Note 21 — Goodwill" in V — Consolidated financial statements —
Credit Suisse Group for further information on goodwill.

TAXES
Uncertainty of income tax positions
We follow the guidance in ASC Topic 740 — Income Taxes, which
sets out a consistent framework to determine the appropriate level
of tax reserves to maintain for uncertain income tax positions.
Significant judgment is required in determining whether it is
more likely than not that an income tax position will be sustained
upon examination, including resolution of any related appeals or
litigation processes, based on the technical merits of the position.
Further judgment is required to determine the amount of benefit
eligible for recognition in the consolidated financial statements.

» Refer to “Note 28 — Tax” in V — Consolidated financial statements — Credit
Suisse Group for further information on income tax positions.

Deferred tax valuation allowances

Deferred tax assets and liabilities are recognized for the estimated
future tax effects of operating loss carry-forwards and temporary
differences between the carrying values of existing assets and
liabilities and their respective tax bases at the dates of the consoli-
dated balance sheets.

The realization of deferred tax assets on temporary differences
is dependent upon the generation of taxable income during the
periods in which those temporary differences become deductible.
The realization of deferred tax assets on net operating losses is
dependent upon the generation of taxable income during the peri-
ods prior to their expiration, if applicable. Management regularly
evaluates whether deferred tax assets will be realized. If manage-
ment considers it more likely than not that all or a portion of a
deferred tax asset will not be realized, a corresponding valuation
allowance is established. In evaluating whether deferred tax assets
will be realized, management considers both positive and negative
evidence, including projected future taxable income, the reversal
of deferred tax liabilities which can be scheduled and tax planning
strategies.

This evaluation requires significant management judgment, pri-
marily with respect to projected taxable income. Future taxable
income can never be predicted with certainty. It is derived from
budgets and strategic business plans but is dependent on numer-
ous factors, some of which are beyond management’s control.
Substantial variance of actual results from estimated future tax-
able profits, or changes in our estimate of future taxable profits
and potential restructurings, could lead to changes in deferred tax
assets being realizable, or considered realizable, and would require
a corresponding adjustment to the valuation allowance.

As part of its normal practice, management has conducted
a detailed evaluation of its expected future results and also



considered stress scenarios. This evaluation has indicated the
expected future results that are likely to be earned in jurisdictions
where the Group has significant gross deferred tax assets, such
as the US and Switzerland. Management then compared those
expected future results with the applicable law governing utilization
of deferred tax assets. US tax law allows for a 20-year carry-for-
ward period for net operating losses and Swiss tax law allows for a
seven-year carry-forward period for net operating losses.

» Refer to “Note 28 — Tax” in V — Consolidated financial statements — Credit
Suisse Group for further information on deferred tax assets.

PENSION PLANS

The Group

The Group covers pension requirements, in both Swiss and non-
Swiss locations, through various defined benefit pension plans and
defined contribution pension plans.

Our funding policy with respect to these pension plans is con-
sistent with local government and tax requirements.

The calculation of the expense and liability associated with
the defined benefit pension plans requires an extensive use of
assumptions, which include the discount rate, expected return on
plan assets and rate of future compensation increases. Manage-
ment determines these assumptions based upon currently avail-
able market and industry data and historical experience of the
plans. Management also consults with an independent actuarial
firm to assist in selecting appropriate assumptions and valuing
its related liabilities. The actuarial assumptions used by us may
differ materially from actual results due to changing market and
economic conditions and specific experience of the plans (such
as investment management over- or underperformance, higher or
lower withdrawal rates and longer or shorter life spans of the par-
ticipants). Any such differences could have a significant impact on
the amount of pension expense recorded in future years.

The funded status of our defined benefit pension and other
post-retirement defined benefit plans are recorded in the consoli-
dated balance sheets. The impacts from re-measuring the funded
status (reflected in actuarial gains or losses) and from amending
the plan (reflected in prior service cost or credits) are recognized
in equity as a component of accumulated other comprehensive
income/(loss) (AOCI).

The projected benefit obligation (PBO) of our total defined ben-
efit pension plans as of December 31, 2015 included an amount
related to our assumption for future salary increases of CHF 979
million, compared to CHF 621 million as of December 31, 2014.
The accumulated benefit obligation (ABO) is defined as the PBO
less the amount related to estimated future salary increases. The
difference between the © fair value of plan assets and the ABO
was an overfunding of CHF 839 million for 2015, compared to an
overfunding of CHF 932 million for 2014.

We are required to estimate the expected long-term rate of
return on plan assets, which is then used to compute benefit costs
recorded in the consolidated statements of operations. Estimat-
ing future returns on plan assets is particularly subjective, as the
estimate requires an assessment of possible future market returns
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based on the plan asset mix. In calculating pension expense and
in determining the expected long-term rate of return, we use the
market-related value of assets. The assumptions used to deter-
mine the benefit obligation as of the measurement date are also
used to calculate the net periodic benefit costs for the 12-month
period following this date.

The expected weighted-average long-term rate of return
used to determine the expected return on plan assets as a com-
ponent of the net periodic benefit costs in 2015 and 2014 was
4.00% and 3.75%, respectively, for the Swiss plans and 6.00%
and 6.16%, respectively, for the international plans. In 2015, if the
expected long-term rate of return had been increased/decreased
one percentage point, net pension expense for the Swiss plans
would have decreased/increased CHF 148 million and net pen-
sion expense for the international plans would have decreased/
increased CHF 32 million.

The discount rate used in determining the benefit obligation
is based either upon high-quality corporate bond rates or govern-
ment bond rates plus a premium in order to approximate high-qual-
ity corporate bond rates. In estimating the discount rate, we take
into consideration the relationship between the corporate bonds
and the timing and amount of the future cash outflows from ben-
efit payments. The discount rate used for Swiss plans decreased
0.35 percentage points from 1.26% as of December 31, 2014,
t0 0.90% as of December 31, 2015, mainly due to a decrease in
Swiss bond market rates. The average discount rate used for inter-
national plans increased 0.23 percentage points from 3.82% as of
December 31, 2014, to 4.05% as of December 31, 2015, mainly
due to an increase in bond market rates in the US and the UK.
The discount rate affects both the pension expense and the PBO.
For the year ended December 31, 2015, a one percentage point
decline in the discount rate for the Swiss plans would have resulted
in an increase in the PBO of CHF 2,257 million and an increase in
pension expense of CHF 133 million, and a one percentage point
increase in the discount rate would have resulted in a decrease
in the PBO of CHF 1,961 million and a decrease in the pension
expense of CHF 149 million. A one percentage point decline in the
discount rate for the international plans as of December 31, 2015
would have resulted in an increase in the PBO of CHF 686 million
and an increase in pension expense of CHF 59 million, and a one
percentage point increase in the discount rate would have resulted
in a decrease in the PBO of CHF 557 million and a decrease in the
pension expense of CHF 53 million.

Actuarial losses and prior service cost are amortized over the
average remaining service period of active employees expected
to receive benefits under the plan, which, as of December 31,
2015, was approximately 10 years for the Swiss plans and 3 to
24 years for the international plans. The pre-tax expense associ-
ated with the amortization of net actuarial losses and prior service
cost for defined benefit pension plans for the years ended Decem-
ber 31, 2015, 2014 and 2013 was CHF 350 million, CHF 102
million and CHF 245 million, respectively. The amortization of rec-
ognized actuarial losses and prior service cost for defined benefit
pension plans for the year ending December 31, 2016, which is
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assessed at the beginning of the year, is expected to be CHF 231
million, net of tax. The impact from deviations between our actu-
arial assumptions and the actual developments of such parameters
observed for our pension plans further impacts the amount of net
actuarial losses or gains recognized in equity, resulting in a higher
or lower amount of amortization expense in periods after 2016.

» Refer to “Note 31 — Pension and other post-retirement benefits” in V — Con-
solidated financial statements — Credit Suisse Group for further information on
pension benefits.

The Bank

The Bank covers pension requirements for its employees in Swit-
zerland through participation in a defined benefit pension plan
sponsored by the Group (Group plan). Various legal entities within
the Group participate in the Group plan, which is set up as an
independent trust domiciled in Zurich. The Group accounts for the
Group plan as a single-employer defined benefit pension plan and
uses the projected unit credit actuarial method to determine the
net periodic pension expense, PBO, ABO and the related amounts
recognized in the consolidated balance sheets. The funded status
of the Group plan is recorded in the consolidated balance sheets.
The actuarial gains and losses and prior service costs or credits
are recognized in equity as a component of AOCI.

The Bank accounts for the Group plan on a defined contribu-
tion basis whereby it only recognizes the amounts required to be
contributed to the Group plan during the period as net periodic
pension expense and only recognizes a liability for any contribu-
tions due and unpaid. No other expense or balance sheet amounts
related to the Group plan are recognized by the Bank.

The Bank covers pension requirements for its employees in
international locations through participation in various pension
plans, which are accounted for as single-employer defined benefit
pension plans or defined contribution pension plans.

In 2015, if the Bank had accounted for the Group plan as a
defined benefit plan, the expected long-term rate of return used to
determine the expected return on plan assets as a component of

the net periodic benefit costs would have been 4.00%. In 2015,
the weighted-average expected long-term rate of return used to
calculate the expected return on plan assets as a component of
the net periodic benefit costs for the international single-employer
defined benefit pension plans was 6.00%.

The discount rate used in determining the benefit obligation
is based either upon high-quality corporate bond rates or govern-
ment bond rates plus a premium in order to approximate high-qual-
ity corporate bond rates. For the year ended December 31, 2015,
if the Bank had accounted for the Group plan as a defined benefit
plan, the discount rate used in the measurement of the benefit
obligation and net periodic benefit costs would have been 0.90%
and 1.25%, respectively. For the year ended December 31, 2015,
the weighted-average discount rates used in the measurement
of the benefit obligation and the net periodic benefit costs for the
international single-employer defined benefit pension plans were
4.05% and 3.82%, respectively. A one percentage point decline in
the discount rate for the international single-employer plans would
have resulted in an increase in PBO of CHF 686 million and an
increase in pension expense of CHF 59 million, and a one per-
centage point increase in the discount rate would have resulted in
a decrease in PBO of CHF 557 million and a decrease in pension
expense by CHF 53 million.

The Bank does not recognize any amortization of actuarial
losses and prior service cost for the Group pension plan. Actuarial
losses and prior service cost related to the international single-
employer defined benefit pension plans are amortized over the
average remaining service period of active employees expected to
receive benefits under the plan. The pre-tax expense associated
with the amortization of recognized net actuarial losses and prior
service cost for the years ended December 31, 2015, 2014 and
2013 was CHF 84 million, CHF 52 million and CHF 79 million,
respectively. The amortization of recognized actuarial losses and
prior service cost for the year ending December 31, 2016, which is
assessed at the beginning of the year, is expected to be CHF 33
million, net of tax.
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Liquidity and funding management

During 2015, we maintained a strong liquidity and funding position. The majority of our unsecured funding was generated

from core customer deposits and long-term debt.

OVERVIEW

Securities for funding and capital purposes have historically been
issued primarily by the Bank, our principal operating subsidiary and
a US registrant. In response to regulatory reform, we have started
pursuing a dual track funding strategy with issuances at the Group
level. Proceeds from issuances are lent to operating subsidiaries
and affiliates on both a senior and subordinated basis, as needed;
the latter typically to meet capital requirements and the former as
desired by management to support business initiatives.

Our liquidity and funding strategy is approved by the Capital
Allocation and Risk Management Committee (CARMC) and over-
seen by the Board of Directors. The implementation and execu-
tion of the liquidity and funding strategy is managed by Treasury.
Treasury ensures adherence to our funding policy and the effi-
cient coordination of the secured funding desks. This approach
enhances our ability to manage potential liquidity and funding
risks and to promptly adjust our liquidity and funding levels to
meet stress situations. Our liquidity and funding profile is regularly
reported to CARMC and the Board of Directors, who define our
risk tolerance, including liquidity risk, and set parameters for the
balance sheet and funding usage of our businesses. The Board of
Directors is responsible for defining our overall tolerance for risk in
the form of a risk appetite statement.

Our liquidity and funding profile reflects our strategy and risk
appetite and is driven by business activity levels and the overall
operating environment. We have adapted our liquidity and funding
profile to reflect lessons learned from the financial crisis, the sub-
sequent changes in our business strategy and regulatory devel-
opments. We have been an active participant in regulatory and
industry forums to promote best practice standards on quantita-
tive and qualitative liquidity management. Our internal liquidity risk
management framework is subject to review and monitoring by the

Swiss Financial Market Supervisory Authority FINMA (FINMA),
other regulators and rating agencies.

REGULATORY FRAMEWORK

Basel lll liquidity framework

In December 2010, the BCBS issued the Basel Il international
framework for liquidity risk measurement, standards and moni-
toring. The Basel Ill framework includes a liquidity coverage ratio
(LCR) and a net stable funding ratio (NSFR). As of January 1,
2013, Basel lll was implemented in Switzerland along with the
Swiss “Too Big to Fail” legislation and regulations thereunder. Our
related disclosures are in accordance with our interpretation of
such requirements, including relevant assumptions and estimates.
Changes in the interpretation of these requirements in Switzerland

or in any of our interpretations, assumptions or estimates could
result in different numbers from those shown in this report.

In January 2014, the BCBS issued final LCR rules and dis-
closure requirements to be implemented as part of banks' regu-
lar disclosures beginning in January 1, 2015. The LCR, which is
being phased in from January 1, 2015 through January 1, 2019,
addresses liquidity risk over a 30-day period. The LCR aims to
ensure that banks have unencumbered high-quality liquid assets
available to meet short-term liquidity needs under a severe stress
scenario. The LCR is comprised of two components, the value of
high-quality liquid assets in stressed conditions and the total net
cash outflows calculated according to specified scenario param-
eters. Under the BCBS requirements, the ratio of liquid assets
over net cash outflows is subject to an initial minimum requirement
of 60% as of January 1, 2015, increasing by 10% each year and
reaching 100% by January 1, 2019.

In October 2014, the BCBS issued final NSFR rules, requir-
ing banks to maintain a stable funding profile in relation to their
on- and off-balance sheet activities. The NSFR establishes criteria
for a minimum amount of stable funding based on the liquidity of a
bank’s assets and activities over a one-year horizon. The NSFR is
a complementary measure to the LCR and is structured to ensure
that illiquid assets are funded with an appropriate amount of sta-
ble long-term funds. The NSFR is defined as the ratio of avail-
able stable funding over the amount of required stable funding
and, once in effect, should always be at least 100%. Following an
observation period which began in 2012, the NSFR will become a
minimum standard on January 1, 2018. In June 2015, the BCBS
finalized the NSFR disclosure standards, which require internation-
ally active banks in all Basel Committee member jurisdictions to
publish their NSFR information according to a common template
that includes the major categories of sources and uses of stable
funding. In parallel with the implementation of the NSFR standard,
national regulators must give effect to these disclosure require-
ments and banks will be required to comply with them from the
date of the first reporting period after January 1, 2018.

Swiss liquidity requirements

In November 2012, the Swiss Federal Council adopted a liquidity
ordinance (Liquidity Ordinance) that implements Basel Il liquid-
ity requirements into Swiss law subject, in part, to further rule-
making. The Liquidity Ordinance entered into force on January
1, 2013. It requires appropriate management and monitoring of
liquidity risks, and applies to all banks, but is tiered according to
the type, complexity and degree of risk of a bank's activities. It also
contains supplementary quantitative and qualitative requirements



for systemically relevant banks, including us, which are generally
consistent with existing FINMA liquidity requirements.

In January 2014, the Swiss Federal Council and FINMA pro-
posed revisions to the Liquidity Ordinance, to reflect the final Basel
Il LCR rules. These revisions were adopted by the Swiss Federal
Council on June 25, 2014 and entered into effect on January 1,
2015. As a result, all Swiss banks are subject to an LCR require-
ment. Systemically relevant banks like Credit Suisse became sub-
ject to an initial minimum LCR requirement of 100% beginning on
January 1, 2015, while other banks are subject to an initial 60%
LCR requirement, with incremental increases by 10% per year
until January 1, 2019. Further, beginning in May 2015, FINMA
required us to maintain a minimum LCR of 110% at all times. In
accordance with the new disclosure requirements, we started to
report the LCR publicly on a quarterly basis in 2015.

In October 2014, FINMA issued a revised circular related to the
LCR disclosure requirements for banks, which included require-
ments for banks to disclose quantitative and qualitative information
related to the LCR beginning in the first quarter of 2015.

In November 2014, FINMA published new reporting instruc-
tions for the NSFR that required us to report to FINMA our NSFR
on a quarterly basis for the fourth quarter of 2014, first quarter
of 2015 and second quarter of 2015 and then monthly thereaf-
ter. The reporting instructions are generally aligned with the final
BCBS NSFR requirements.

In January 2015, FINMA's revised circular on qualita-
tive requirements for liquidity risk management and quantitative
requirements for liquidity maintenance, which was issued in July
2014, entered into effect.

Our liquidity principles and our liquidity risk management
framework as agreed with FINMA are in line with the Basel Il
liquidity framework.

» Refer to “Recent regulatory developments and proposals” in | — Information on
the company — Regulation and supervision for further information.

LIQUIDITY RISK MANAGEMENT FRAMEWORK

Our approach to liquidity risk management

Our liquidity and funding policy is designed to ensure that fund-
ing is available to meet all obligations in times of stress, whether
caused by market events or issues specific to Credit Suisse. We
achieve this through a conservative asset/liability management
strategy aimed at maintaining long-term funding, including stable
deposits, in excess of illiquid assets. To address short-term liquid-
ity stress, we maintain a liquidity pool, described below, that covers
unexpected outflows in the event of severe market and idiosyn-
cratic stress. Our liquidity risk parameters reflect various liquidity
stress assumptions that we believe are conservative. We manage
our liquidity profile at a sufficient level such that, in the event we
are unable to access unsecured funding, we expect to have suf-
ficient liquidity to sustain operations for a period of time in excess
of our minimum limit. This includes potential currency mismatches,
which are not deemed to be a major risk but are monitored and
subject to limits, particularly in the significant currencies of euro,
Japanese yen, pound sterling, Swiss franc and US dollar.

Treasury, Risk, Balance sheet and Off-balance sheet
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Although the © NSFR is not effective until 2018, we began
using the NSFR in 2012 as one of our primary tools, in paral-
lel with the internal liquidity barometer, and in 2014 the LCR, to
monitor our structural liquidity position and plan funding. We use
the NSFR and the internal liquidity barometer as the basis for our
funds transfer pricing policy.

We use our internal liquidity barometer to manage liquidity to
internal targets and as a basis to model both Credit Suisse-specific
and systemic market stress scenarios and their impact on liquidity
and funding. Our internal barometer framework supports the man-
agement of our funding structure. It allows us to manage the time
horizon over which the stressed market value of unencumbered
assets (including cash) exceeds the aggregate value of contrac-
tual outflows of unsecured liabilities plus a conservative forecast
of anticipated contingent commitments. This internal barometer
framework allows us to manage liquidity to a desired profile under
stress in order to be able to continue to pursue activities for a
period of time (also known as a liquidity horizon) without changing
business plans during times of Credit Suisse-specific or market-
specific stress. Under this framework, we also have short-term tar-
gets based on additional stress scenarios to ensure uninterrupted
liquidity for short time frames.

In the second quarter of 2014, we started to allocate the
majority of the balance sheet usage related to a portfolio of high-
quality liquid assets managed by our Treasury function to the busi-
ness divisions to allow for a more efficient management of their
business activities from an overall Group perspective with respect
to LCR and Swiss leverage requirements arising from the portfolio
of assets.

Our overall liquidity management framework allows us to run
stress analyses on our balance sheet and off-balance sheet posi-
tions, which include, but are not limited to, the following:

A multiple-notch downgrade in the Bank’s long-term debt

credit ratings, which would require additional funding as a

result of certain contingent off-balance sheet obligations;

Significant withdrawals from private banking client deposits;

Potential cash outflows associated with the prime brokerage

business;

Availability of secured funding becomes subject to significant

over-collateralization;

Capital markets, certificates of deposit and

paper markets will not be available;

Other money market access will be significantly reduced;

Aloss in funding value of unencumbered assets;

The inaccessibility of assets held by subsidiaries due to regula-

tory, operational and other constraints;

The possibility of providing non-contractual liquidity support in

times of market stress, including purchasing our unsecured debt;

Monitoring the concentration in sources of wholesale funding

and thus encourage funding diversification;

Monitoring the composition and analysis of the unencumbered

assets;

Restricted availability of foreign currency swap markets; and

Other scenarios as deemed necessary from time to time.

commercial
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Governance

Funding, liquidity, capital and our foreign exchange exposures in
the banking book are managed centrally by Treasury. Oversight of
these activities is provided by CARMC, a committee that includes
the chief executive officers (CEOs) of the Group and the divisions,
the Chief Financial Officer, the Chief Risk Officer (CRO), the Chief
Compliance and Regulatory Officer and the Treasurer.

It is CARMC's responsibility to review the capital position, bal-
ance sheet development, current and prospective funding, interest
rate risk and foreign exchange exposure and to define and moni-
tor adherence to internal risk limits. CARMC regularly reviews the
methodology and assumptions of our liquidity risk management
framework and determines the liquidity horizon to be maintained.

Al liquidity stress tests are coordinated and overseen by the
CRO to ensure a consistent and coordinated approach across all
risk disciplines.

Contingency planning

In the event of a liquidity crisis, our Contingency Funding Plan pro-
vides for specific actions to be taken depending on the nature of
the crisis. Our plan is designed to address ever-increasing liquidity
and funding stresses and has pre-defined escalation levels aimed
at maximizing the likelihood that we can take certain measures
to address liquidity or funding shortfalls. In order to identify a

Liquidity coverage ratio — Group

deteriorating liquidity situation, we monitor a set of regulatory and
economic liquidity metrics while also seeking the views of our sub-
ject matter experts as well as senior management, who retain at
all times the authority and responsibility to ensure that any required
remedial actions are taken promptly. In all cases, the plan’s primary
objectives are to strengthen liquidity (immediate), reduce funding
needs (medium term) and assess recovery options (longer term).

LIQUIDITY METRICS

Liquidity pool

Treasury manages a sizeable portfolio of liquid assets, comprised
of high quality liquid assets (HQLA) as defined by FINMA. A por-
tion of the liquidity pool is generated through © reverse repurchase
agreements with top-rated counterparties. We are mindful of
potential credit risk and therefore focus our liquidity holdings strat-
egy on cash held at central banks and highly rated government
bonds, and on short-term reverse repurchase agreements. These
bonds are eligible as collateral for liquidity facilities with various
central banks including the Swiss National Bank (SNB), the US
Federal Reserve (Fed), the European Central Bank (ECB) and the
Bank of England. Our direct exposure on these bonds is limited to
highly liquid, top-rated sovereign entities or fully guaranteed agen-
cies of sovereign entities. These securities may also serve to meet
liquidity requirements in major operating subsidiaries.

End of 2015

High Quality Liquid Assets (HQLA) (CHF million)
Cash held at central banks

Securities

High quality liquid assets®

Cash outflows (CHF million)

Retail deposits and deposits from small business customers
Unsecured wholesale funding

Secured wholesale funding

Additional requirements

Other contractual funding obligations

Other contingent funding obligations

Total cash outflows

Cash inflows (CHF million)

Secured lending

Inflows from fully performing exposures

Other cash inflows

Total cash inflows

Liquidity coverage ratio (CHF million), except where indicated
High quality liquid assets

Net cash outflows

Liquidity coverage ratio (%)

Calculated using a three-month average.
! Calculated as outstanding balances maturing or callable within 30 days.

Swiss us Other  Unweighted Weighted
franc dollar Euro  currencies value ' value ?

44,198 27,611 11,887 3,044 - 86,740

1,462 62,186 6,286 18,632 - 88,566

45,660 89,797 18,173 21,676 - 175,306

163,091 19,362

206,113 86,619

- 86,778

229,017 60,988

49,946 49,946

268,478 3,313

- 307,006

149,105 95,418

59,332 31,104

52,011 52,011

- 178,533

- 175,306

- 128,473

- 136

2 Calculated after the application of haircuts for high quality liquid assets or inflow and outflow rates.

3 Consists of cash and eligible securities as prescribed by FINMA.



All securities, including those obtained from reverse repur-
chase agreements, are subject to a stress level © haircut in our
barometer to reflect the risk that emergency funding may not be
available at market value in a stress scenario. During the course
of 2015 we aligned our internal stress level haircut calculation for
the Treasury-managed liquidity pool to the HQLA definition used
in the LCR framework.

We centrally manage this liquidity pool and hold it at our main
operating entities. Holding securities in these entities ensures that
we can make liquidity and funding available to local entities in need
without delay.

For the purpose of the LCR disclosure as of December 31,
2015, our liquidity pool managed by Treasury had an HQLA value
of CHF 175.3 billion. The liquidity pool consisted of CHF 86.7 bil-
lion of cash held at major central banks, primarily the SNB, the
Fed and the ECB, and CHF 88.6 billion market value of securi-
ties issued by governments and government agencies, primarily
from the US, UK, France and Germany. In addition to the liquidity
portfolio managed by Treasury, there is also a portfolio of unen-
cumbered liquid assets managed by various businesses, primarily
in the Global Markets and Investment Banking and Capital Mar-
kets divisions. These assets generally include high-grade bonds
and highly liquid equity securities that form part of major indices.
Through coordination with the businesses, Treasury can access
these assets to generate liquidity if required. As of December 31,
2015, the portfolio that is not managed by Treasury had a market
value of CHF 23.8 billion, consisting of CHF 2.4 billion of high-
grade bonds and CHF 21.4 billion of highly liquid equity securities.
Under our internal model, an average stress-level haircut of 21%
is applied to these assets. The haircuts applied to these portfo-
lios reflect our assessment of overall market risk at the time of
measurement, potential monetization capacity taking into account
increased haircuts, market volatility and the quality of the relevant
securities.

Developments in the Liquidity Coverage Ratio

As of the end of 2015, our LCR was 136.5%, representing high
quality liquid assets of CHF 175.3 billion and net cash outflows of
CHF 128.5 billion.

Liquidity coverage ratio — Group
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The movement in the LCR was primarily driven by the increase
in high quality liquid assets, which remained stable in the sec-
ond half of 2015 after increases in the first half of 2015 in both
cash held at central banks and eligible securities under the LCR
framework.

The decrease in net cash outflows mainly reflected lower
unsecured wholesale deposits with an offsetting increase in retail
deposits. However, the weighting under the LCR framework for
wholesale deposits is greater than that for retail deposits, resulting
in a net decrease of deposit outflows.

Other movements included a parallel increase in overall secured
lending and secured borrowing during 2015. A reduction in inflows
from fully performing exposures between 2Q15 and 4Q15 reflected
a decrease in loans to other banks. The decrease in other con-
tingent funding obligations between 1Q15 and 2Q15 reflected a
change in methodology for the treatment of secured funding cus-
tomer short positions as well as changes in client activity.

Although the LCR has been subject to minimum requirements
since January 2015, there continue to be certain refinements in
the methodologies applied, which had an impact on certain met-
rics. In particular, outflows from other contractual funding obli-
gations and other cash inflows increased significantly between
2Q15 and 3Q15 due to the implementation of regulatory guid-
ance with respect to the calculation and disclosure of amounts
on a gross basis rather than net basis for certain open and failed
trades. However, the impact was minimal due to the symmetrical
weighting of these trades for cash inflows and outflows. Other
areas have been subject to rule clarification with an overall impact
that was not significant. These include additional requirements
where the unweighted balance of undrawn credit and liquidity facil-
ities increased in the second half of 2015, but the corresponding
weighting factor decreased as a result of the business mix of facili-
ties and clients as well as enhancements to the dataset.

In connection with the implementation of © Basel Ill, certain
regulatory LCR disclosures for the Group, the Bank, the Bank par-
ent company and Credit Suisse International are required. Further
details on our LCR can be found on our website.

» Refer to www.credit-suisse.com/regulatorydisclosures for additional
information.

end of

CHF billion, except where indicated
High quality liquid assets

Net cash outflows

Liquidity coverage ratio (%)

Calculated using a three-month average.

4Q15 3Q15 2Q15 1Q15
175.3 175.5 166.4 162.2
128.5 126.1 1383.3 1475
136.5 139.1 124.8 103.2
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FUNDING SOURCES AND USES
We fund our balance sheet primarily through core customer depos-
its, long-term debt, including structured notes, and shareholders’
equity. We monitor the funding sources, including their concen-
trations against certain limits, according to their counterparty,
currency, tenor, geography and maturity, and whether they are
secured or unsecured. A substantial portion of our balance sheet is
match funded and requires no unsecured funding. Match funded
balance sheet items consist of assets and liabilities with close to
equal liquidity durations and values so that the liquidity and funding
generated or required by the positions are substantially equivalent.

Cash and due from banks and € reverse repurchase agree-
ments are highly liquid. A significant part of our assets, principally
unencumbered trading assets that support the securities business,
is comprised of securities inventories and collateralized receivables
that fluctuate and are generally liquid. These liquid assets are
available to settle short-term liabilities.

Loans, which comprise the largest component of our illiquid
assets, are funded by our core customer deposits, with an excess
coverage of 13% as of the end of 2015, compared to 18% as of
the end of 2014, reflecting stable loans and a small decrease in
deposits. We fund other illiquid assets, including real estate, private
equity and other long-term investments as well as the © haircut for
the illiquid portion of securities, with long-term debt and equity, in
which we try to maintain a substantial funding buffer.

Our core customer deposits totaled CHF 305 billion as of
the end of 2015, a decrease of 4% compared to CHF 317 bil-
lion as of the end of 2014 and an increase of 3% compared to
CHF 297 billion as of the end of 2013, reflecting a small decrease
in the customer deposit base in the private banking and corporate
& institutional banking businesses in 2015. Core customer depos-
its are from clients with whom we have a broad and longstanding
relationship. Core customer deposits exclude deposits from banks
and certificates of deposit. We place a priority on maintaining and
growing customer deposits, as they have proven to be a stable and
resilient source of funding even in difficult market conditions. Our
core customer deposit funding is supplemented by the issuance of
long-term debt.

» Refer to the chart “Balance sheet funding structure” and “Balance sheet” in
Balance sheet, off-balance sheet and other contractual obligations for further
information.

Funding management

Treasury is responsible for the development, execution and regular
updating of our funding plan. The plan reflects projected business
growth, development of the balance sheet, future funding needs
and maturity profiles as well as the effects of changing market and
regulatory conditions.

Balance sheet funding structure

as of December 31, 2015 (CHF billion)

Reverse repurchase

agreements 38 Repurchase
76 agreements

Encumbered

trading assets 63 Match |o5 Short positions

funded
Funding-neutral Funding-neutral
assets’ 84 84 liabilities'

21 Other short-term liabilities?
Cash & due from banks 93 58 Due to banks

9 Short-term borrowings

Unencumbered
liquid assets® 143

305 Deposits demand 140
113%
coverage

savings 63
198 Long-term debt

Other illiquid assets 130
45 Total equity
Assets 821 821 Liabilities and Equity

Primarily includes brokerage receivables/payables, positive/negative replacement values
and cash collateral.

~

Primarily includes excess of funding neutral liabilities (brokerage payables) over corre-
sponding assets.

Primarily includes unencumbered trading assets, unencumbered investment securities and
excess reverse repurchase agreements, after haircuts.

* Excludes loans with banks.

5 Excludes due to banks and certificates of deposit.

©

Interest expense on long-term debt, excluding structured notes,
is monitored and managed relative to certain indices, such as
the © London Interbank Offered Rate (LIBOR), that are relevant
to the financial services industry. This approach to term funding
best reflects the sensitivity of both our liabilities and our assets to
changes in interest rates. We expect our funding cost, which is
allocated to the divisions, to increase as a result of Swiss “Too Big
to Fail" requirements, as well as other banking industry regulatory
requirements.



We continually manage the impact of funding spreads through
careful management of our liability maturity mix and opportunis-
tic issuance of debt. The effect of funding spreads on interest
expense depends on many factors, including the absolute level of
the indices on which our funding is based.

We diversify our long-term funding sources by issuing struc-
tured notes, which are debt securities on which the return is linked
to commaodities, stocks, indices or currencies or other assets. We
generally hedge structured notes with positions in the underlying
assets or © derivatives.

We also use other collateralized financings, including

repurchase agreements and securities lending agreements. The
level of our repurchase agreements fluctuates, reflecting market
opportunities, client needs for highly liquid collateral, such as US
treasuries and agency securities, and the impact of balance sheet
and © risk-weighted asset limits. In addition, matched book trades,

Contractual maturity of assets and liabilities

Treasury, Risk, Balance sheet and Off-balance sheet
Liquidity and funding management

under which securities are purchased under agreements to resell
and are simultaneously sold under agreements to repurchase with
comparable maturities, earn spreads, are relatively risk free and
are generally related to client activity.

Our primary source of liquidity is funding through consolidated
entities.

CONTRACTUAL MATURITY OF ASSETS AND LIABILITIES
The following table provides contractual maturities of the assets and
liabilities specified as of the end of 2015. The contractual maturities
are an important source of information for liquidity risk management.
However, liquidity risk is also managed based on an expected
maturity that considers counterparty behavior and in addition takes
into account certain off-balance sheet items such as © derivatives.
Liquidity risk management performs extensive analysis of counter-
party behavioral assumptions under various stress scenarios.

Between Between Between Greater

Less than 1t03 3to 12 1t0b than
end of 2015 On demand 1 month months months years 5 years Total
Assets (CHF million)
Cash and due from banks 86,437 1,031 1,481 185 0 3,194 92,328
Interest-bearing deposits with banks 0 353 282 199 16 17 867
Central bank funds sold, securities purchased under
resale agreements and securities borrowing transactions 42,431 52,823 15,549 5,729 6,232 285 123,049
Securities received as collateral, at fair value 26,193 2,318 0 0 0 0 28,611
Trading assets, at fair value 190,737 0 0 0 0 0 190,737
Investment securities 12 83 20 346 1,450 1,179 3,090
Other investments 901 0 25 0 303 5,792 7,021
Net loans 10,493 50,936 25,842 46,212 89,544 49,968 272,995
Premises and equipment 0 0 0 0 0 4,644 4,644
Goodwill 0 0 0 0 0 4,808 4,808
Other intangible assets 0 0 0 0 0 196 196
Brokerage receivables 34,542 0 0 0 0 0 34,542
Other assets 19,781 4,118 5,472 6,454 12,692 9,500 58,017
Total assets 411,527 111,662 48,671 59,125 110,237 79,583 820,805
Liabilities (CHF million)
Due to banks 10,907 2,833 3,655 1,902 1,482 275 21,054
Customer deposits 235,079 31,405 46,516 27,316 1,604 786 342,705
Central bank funds purchased, securities sold under
repurchase agreements and securities lending transactions 13,744 14,085 9,665 8,778 113 2923 46,598
Obligation to return securities received as collateral, at fair value 926,193 2,318 0 0 0 0 28,511
Trading liabilities, at fair value 48,971 0 0 0 0 0 48,971
Short-term borrowings 0 3,138 2,511 3,008 0 0 8,657
Long-term debt 0 745 5,005 16,688 101,714 73,556 197,608
Brokerage payables 39,452 0 0 0 0 0 39,452
Other liabilities 28,813 7,530 577 1,339 2,915 1,067 42,231
Total liabilities 403,159 62,054 67,919 58,930 107,828 75,897 775,787

» Refer to “Contractual obligations and other commercial commitments” in Il
— Treasury, Risk, Balance sheet and Off-balance sheet — Balance sheet, off-
balance sheet and other contractual obligations and “Note 33 — Guarantees and
commitments” in V — Consolidated financial statements — Credit Suisse Group for
further information on contractual maturities of guarantees and commitments.
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DEBT ISSUANCES AND REDEMPTIONS

Our long-term debt includes senior and subordinated debt issued
in US-registered offerings and medium-term note programs, euro
market medium-term note programs, stand-alone offerings, struc-
tured note programs, covered bond programs, Australian dollar
domestic medium-term note programs and a Samurai shelf regis-
tration statement in Japan. As a global bank, we have access to
multiple markets worldwide and our major funding centers are New
York, London, Zurich and Tokyo.

We use a wide range of products and currencies to ensure
that our funding is efficient and well diversified across markets
and investor types. Substantially all of our unsecured senior debt
is issued without financial covenants, such as adverse changes
in our credit ratings, cash flows, results of operations or financial
ratios, which could trigger an increase in our cost of financing or
accelerate the maturity of the debt. Our covered bond funding is in
the form of mortgage-backed loans funded by domestic covered
bonds issued through Pfandbriefbank Schweizerischer Hypothek-
arinstitute, one of two institutions established by a 1930 act of the
Swiss Parliament to centralize the issuance of covered bonds, or
historically from our own international covered bond program.

The following table provides information on long-term debt
issuances, maturities and redemptions in 2015, excluding struc-
tured notes.

Debt issuances and redemptions

Senior Sub-  Long-term
in 2015 Senior bail-in ordinated debt
Long-term debt (CHF billion, notional value)

Issuances 22.5 14.7 0 37.2
of which unsecured 20.2 14.7 0 34.9
of which secured’ 2.3 0 0 2.3

Maturities / Redemptions 20.1 0 0.4 20.5
of which unsecured 16.7 0 0.4 16.1
of which secured’ 4.4 0 0 4.4

Excludes structured notes.

" Includes covered bonds.

As of the end of 2015, we had outstanding long-term debt of
CHF 197.6 billion, which included senior and subordinated instru-
ments, as well as CHF 15 billion of senior bail-in instruments,
which we expect to be total loss-absorbing capacity (TLAC) eli-
gible. We had CHF 54.8 billion and CHF 19.5 billion of struc-
tured notes and covered bonds outstanding, respectively, as of
the end of 2015 compared to CHF 50.5 billion and CHF 19.2 bil-
lion, respectively, as of the end of 2014. The weighted average
maturity of long-term debt was 6.0 years (including certificates of
deposit with a maturity of one year or longer, but excluding struc-
tured notes, and assuming callable securities are redeemed at final
maturity or in 2030 for instruments without a stated final maturity).

» Refer to “Note 25 — Long-term debt” in V — Consolidated financial statements
— Credit Suisse Group for further information.

Short-term borrowings decreased 66% to CHF 8.7 billion as of
the end of 2015 compared to CHF 25.9 billion in 2014.

» Refer to “Capital issuances and redemptions” in Capital management for further
information on capital issuances, including buffer and progressive capital notes.

FUNDS TRANSFER PRICING

We maintain an internal funds transfer pricing system based on
market rates. Our funds transfer pricing system is designed to allo-
cate to our businesses all funding costs in a way that incentivizes
their efficient use of funding. Our funds transfer pricing system is
an essential tool that allocates to the businesses the short-term
and long-term costs of funding their balance sheet usages and
off-balance sheet contingencies. The funds transfer pricing frame-
work ensures full funding costs allocation under normal business
conditions, but it is even of greater importance in a stressed capital
markets environment where raising funds is more challenging and
expensive. Under this framework, our businesses are also credited
to the extent they provide long-term stable funding.

CASH FLOWS FROM OPERATING, INVESTING AND
FINANCING ACTIVITIES

As a global financial institution, our cash flows are complex and
interrelated and bear little relation to our net earnings and net
assets. Consequently, we believe that traditional cash flow analy-
sis is less meaningful in evaluating our liquidity position than the
liquidity and funding policies described above. Cash flow analysis
may, however, be helpful in highlighting certain macro trends in our
business.

For the year ended December 31, 2015, net cash provided by
operating activities of continuing operations was CHF 15.1 billion,
primarily reflecting a decrease in trading assets and liabilities and
a decrease in other assets, partially offset by decrease in other lia-
bilities. Our operating assets and liabilities vary significantly in the
normal course of business due to the amount and timing of cash
flows. Management believes cash flows from operations, available
cash balances and short-term and long-term borrowings will be
sufficient to fund our operating liquidity needs.

Our investing activities primarily include originating loans to
be held to maturity, other receivables and the investment securi-
ties portfolio. For the year ended December 31, 2015, net cash
provided by investing activities from continuing operations was
CHF 34.7 billion, primarily due to a decrease in central bank funds
sold, securities purchased under resale agreements and securities
borrowing transactions, partially offset by an increase in loans.

Our financing activities primarily include the issuance of debt
and receipt of customer deposits. We pay annual dividends on our
common shares. In 2015, net cash used in financing activities of
continuing operations was CHF 36.2 billion, mainly reflecting the
repayments of long-term debt, the decrease in due to banks and
customer deposits, a decrease in central bank funds purchased,
securities sold under © repurchase agreements and securities
lending transactions, and repurchases of treasury shares, partially
offset by the sale of treasury shares.




CREDIT RATINGS

Our access to the debt capital markets and our borrowing costs
depend significantly on our credit ratings. Rating agencies take
many factors into consideration in determining a company’s rat-
ing, including such factors as earnings performance, business
mix, market position, ownership, financial strategy, level of capital,
risk management policies and practices, management team and
the broader outlook for the financial services industry. The rat-
ing agencies may raise, lower or withdraw their ratings, or publicly
announce an intention to raise or lower their ratings, at any time.

Although retail and private bank deposits are generally less
sensitive to changes in a bank’s credit ratings, the cost and avail-
ability of other sources of unsecured external funding is generally
a function of credit ratings. Credit ratings are especially important
to us when competing in certain markets and when seeking to
engage in longer-term transactions, including © over-the-counter
(OTC) derivative instruments.

A downgrade in credit ratings could reduce our access to capi-
tal markets, increase our borrowing costs, require us to post addi-
tional collateral or allow counterparties to terminate transactions
under certain of our trading and collateralized financing and deriva-
tive contracts. This, in turn, could reduce our liquidity and nega-
tively impact our operating results and financial position. Our inter-
nal liquidity barometer takes into consideration contingent events
associated with a two-notch downgrade in our credit ratings. The
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maximum impact of a simultaneous one, two or three-notch down-
grade by all three major rating agencies in the Bank’s long-term
debt ratings would result in additional collateral requirements or
assumed termination payments under certain derivative instru-
ments of CHF 1.2 billion, CHF 3.1 billion and CHF 4.2 billion,
respectively, as of December 31, 2015, and would not be mate-
rial to our liquidity and funding planning. If the downgrade does
not involve all three rating agencies, the impact may be smaller. In
January 2016, Moody’s Investors Service downgraded the long-
term ratings of Credit Suisse AG and its affiliates by one notch.
Potential cash outflows on these derivative contracts associ-
ated with a downgrade of our long-term debt credit ratings, such
as the requirement to post additional collateral to the counterparty,
the loss of re-hypothecation rights on any collateral received and
impacts arising from additional termination events, are monitored
and taken into account in the calculation of our liquidity require-
ments. There are additional derivative related risks that do not
relate to the downgrade of our long term debt credit ratings and
which may impact our liquidity position, including risks relating to
holdings of derivatives collateral or potential movements in the
valuation of derivatives positions. The potential outflows resulting
across all derivate product types are monitored as part of the LCR
scenario paramaters and the internal liquidity barometer reporting.

» Refer to “Investor information” in the Appendix for further information on
Group and Bank credit ratings.
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Capital management

As of the end of 2015, our CET1 ratio was 14.3% under Basel lll and 11.4% on a look-through basis. Our risk-weighted
assets were CHF 295.0 billion and our tier 1 capital was CHF 53.1 billion. Our BIS tier 1 leverage ratio was 5.3% and

4.5% on a look-through basis.

CAPITAL STRATEGY AND FRAMEWORK

Credit Suisse considers a strong and efficient capital position to
be a priority. Through our capital strategy, our goal is to strengthen
our capital position and optimize the use of © risk-weighted
assets (RWA), particularly in light of emerging regulatory capital
requirements.

The overall capital needs of Credit Suisse reflect manage-
ment’s regulatory and credit rating objectives as well as our under-
lying risks. Our framework considers the capital needed to absorb
losses, both realized and unrealized, while remaining a strongly
capitalized institution. Multi-year projections and capital plans are
prepared for the Group and its major subsidiaries and reviewed
throughout the year with its regulators. These plans are subject to
various stress tests, reflecting both macroeconomic and specific
risk scenarios. Capital contingency plans are developed in con-
nection with these stress tests to ensure that possible mitigating
actions are consistent with both the amount of capital at risk and
the market conditions for accessing additional capital.

Our capital management framework also relies on economic
capital, which is a comprehensive tool that is also used for risk
management and performance measurement. Economic capital
measures risks in terms of economic realities rather than regula-
tory or accounting rules and is the estimated capital needed to
remain solvent and in business, even under extreme market, busi-
ness and operational conditions, given our target financial strength
as reflected in our long-term credit rating.

» Refer to “Economic risk capital” in Risk Management — Risk coverage and
management for further information.

REGULATORY CAPITAL FRAMEWORK
Overview
Effective January 1, 2013, the © Basel lll framework was imple-
mented in Switzerland along with the Swiss © “Too Big to Fail” leg-
islation and regulations thereunder (Swiss Requirements). Together
with the related implementing ordinances, the legislation includes
capital, liquidity, leverage and large exposure requirements and
rules for emergency plans designed to maintain systemically rel-
evant functions in the event of threatened insolvency. Our related
disclosures are in accordance with our current interpretation of
such requirements, including relevant assumptions. Changes in the
interpretation of these requirements in Switzerland or in any of our
assumptions or estimates could result in different numbers from
those shown in this report. Also, our capital metrics fluctuate dur-
ing any reporting period in the ordinary course of business.

The Basel framework describes a range of options for
determining capital requirements in order to provide banks and

supervisors the ability to select approaches that are most appro-
priate for their operations and their financial market infrastruc-
ture. In general, Credit Suisse has adopted the most advanced
approaches, which align with the way that risk is internally man-
aged and provide the greatest risk sensitivity.

For measuring credit risk, we received approval from © FINMA
to use the ©advanced internal ratings-based approach (A-IRB).
Under the A-IRB for measuring credit risk, risk weights are deter-
mined by using internal risk parameters for © probability of default
(PD), © loss given default (LGD) and effective maturity. The expo-
sure at default (EAD) is either derived from balance sheet values
or by using models.

For calculating the capital requirements for market risk, the
internal models approach, the standardized measurement method
and the standardized approach are used.

Non-counterparty risk arises from holdings of premises and
equipment, real estate and investments in real estate entities.

Under the Basel framework, operational risk is included
in © RWA and we received approval from FINMA to use the

advanced measurement approach (AMA). Under the AMA
for measuring operational risk, we identified key scenarios that
describe our major operational risks using an event model.

References to phase-in and look-through included herein refer
to Basel Il capital requirements and Swiss Requirements. Phase-
in reflects that, for the years 2014 — 2018, there will be a five-year
(20% per annum) phase-in of goodwill, other intangible assets and
other capital deductions (e.g., certain deferred tax assets) and the
phase-out of an adjustment for the accounting treatment of pen-
sion plans and, for the years 2013 — 2022, there will be a phase-
out of certain capital instruments. Look-through assumes the full
phase-in of goodwill and other intangible assets and other regula-
tory adjustments and the phase-out of certain capital instruments.

BIS Requirements

The ©BCBS, the standard setting committee within the © Bank
for International Settlements (BIS), issued the Basel Ill frame-
work with higher minimum capital requirements and conserva-
tion and countercyclical buffers, revised risk-based capital mea-
sures, a leverage ratio and liquidity standards. The framework was
designed to strengthen the resilience of the banking sector and
requires banks to hold more capital, mainly in the form of common
equity. The new capital standards are being phased in from 2013
through 2018 and will be fully effective January 1, 2019 for those
countries that have adopted Basel |Il.

» Refer to the table “Basel IIl phase-in requirements for Credit Suisse” for capi-
tal requirements and applicable effective dates during the phase-in period.



Basel lll capital frameworks for Credit Suisse

BIS Requirements Swiss Requirements

Countercyclical buffer Countercyclical buffer
up to 2.6% CET1 up to 2.6% CET1

Progressive
2,3 component

Buffer
component

Additional tier 1
1.5%

Additional CET1
buffer
5.5% CET1

Progressive buffer
for G-SIB 1.6% CET1

Capital conservation
buffer 2.6% CET1

4.5% CET1

4.5% CET1

" As of June 30, 2014, banks must hold, pursuant to both BIS and FINMA requirements,
CET1 capital in the amount of 2% of RWA pertaining to mortgage loans that finance
residential property in Switzerland.

The progressive component requirement is dependent on our size (leverage exposure) and
the market share of our domestic systemically relevant business and is subject to potential
capital rebates that may be granted by FINMA. For 2016, FINMA increased our 2019
progressive component requirement from 4.05% to 5.07% due to the latest assessment of
relevant market shares.

Counts towards Basel Il minimum requirements as tier 1 or tier 2 capital, depending on the
quality of the underlying instruments.

Additional tier 1 instruments must provide for principal loss absorption through a conver-
sion into common equity or write-down feature. The trigger for such a conversion or write-
down must include a CET1 ratio of at least 5.125%.

»

©
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Under Basel lll, the minimum common equity tier 1 (CET1) require-
ment is 4.5% of RWA. In addition, a 2.6% CET1 capital conserva-
tion buffer is required to absorb losses in periods of financial and
economic stress. Banks that do not maintain this buffer will be
limited in their ability to pay dividends or make discretionary bonus
payments or other earnings distributions.

A progressive buffer between 1% and 2.5% (with a possible
additional 1% surcharge) of CET1, depending on a bank’s systemic
importance, is an additional capital requirement for global systemi-
cally important banks (G-SIB). The Financial Stability Board (FSB)
has identified us as a G-SIB and requires us to maintain a 1.5%
progressive buffer.

CET1 capital is subject to certain regulatory deductions and
other adjustments to common equity, including the deduction of
deferred tax assets for tax-loss carry-forwards, goodwill and other
intangible assets and investments in banking and finance entities.

In addition to the CET1 requirements, there is also a require-
ment for 1.5% additional tier 1 capital and 2% tier 2 capital. These
requirements may also be met with CET1 capital. To qualify as
additional tier 1 under Basel lll, capital instruments must provide
for principal loss absorption through a conversion into common
equity or a write-down of principal feature. The trigger for such
conversion or write-down must include a CET1 ratio of at least
5.125%.

Basel Ill further provides for a countercyclical buffer that could
require banks to hold up to 2.5% of CET1 or other capital that
would be available to fully absorb losses. This requirement is
expected to be imposed by national regulators where credit growth
is deemed to be excessive and leading to the build-up of system-
wide risk.

Capital instruments that do not meet the strict criteria for inclu-
sion in CET1 are excluded. Capital instruments that would no lon-
ger qualify as tier 1 or tier 2 capital are phased out. In addition,
instruments with an incentive to redeem prior to their stated matu-
rity, if any, are phased out at their effective maturity date, generally
the date of the first step-up coupon.

Banks are required to maintain a tier 1 leverage ratio of 3%
starting on January 1, 2018.
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Basel lll phase-in requirements for Credit Suisse

Effective January 1, for the applicable year
Capital ratios

CET1

Capital conservation buffer
Progressive buffer for G-SIB

Total CET1

Additional tier 1

Tier 1

Tier 2

Total capital

Phase-in deductions from CET12
Capital instruments subject to phase-out

" Indicates phase-in period.
2 Includes goodwill, other intangible assets and certain deferred tax assets.

Swiss Requirements

The legislation implementing the Basel Ill framework in Switzerland
in respect of capital requirements for systemically relevant banks
goes beyond Basel lll's minimum standards, including requiring us,
as a systemically relevant bank, to have the following minimum,
buffer and progressive components.

» Refer to the chart “Swiss capital and leverage ratio phase-in requirements for
Credit Suisse” for Swiss capital requirements and applicable effective dates dur-
ing the phase-in period.

The minimum requirement of CET1 capital is 4.5% of RWA.

The buffer requirement is 8.5% and can be met with additional
CET1 capital of 5.5% of RWA and a maximum of 3% of high-
trigger capital instruments. High-trigger capital instruments must
convert into common equity or be written off if the CET1 ratio falls
below 7%.

The progressive component requirement is dependent on our
size (leverage exposure) and the market share of our domestic
systemically relevant business. Effective in 2015, FINMA set our
progressive component requirement at 4.06% for 2019. In June
2015, FINMA notified us that, effective in 2016, the progressive
component requirement for 2019 will be increased from 4.06% to
5.07% due to the latest assessment of relevant market shares.
The progressive component requirement may be met with CET1
capital or low-trigger capital instruments. In order to qualify, low-
trigger capital instruments must convert into common equity or be
written off if the CET1 ratio falls below a specified percentage,
the lowest of which may be 5%. In addition, until the end of 2017,
the progressive component requirement may also be met with

2015 2016 2017 2018 2019
4.5% 4.5% 4.5% 4.5% 4.5%
0.626%' 1.250%' 1.875% 2.5%

0.375% ' 0.750%' 1.125%" 1.5%

4.5% 5.5% 6.5% 7.5% 8.5%
1.5% 1.5% 1.5% 1.5% 1.5%
6.0% 7.0% 8.0% 9.0% 10.0%
2.0% 2.0% 2.0% 2.0% 2.0%
8.0% 9.0% 10.0% 11.0% 12.0%
40.0% 60.0% 80.0% ' 100.0% 100.0%

Phased out over a 10-year horizon beginning 2013 through 2022

high-trigger capital instruments. Both high- and low-trigger capital
instruments must comply with the Basel Ill minimum requirements
for tier 2 capital (including subordination, point-of-non-viability loss
absorption and minimum maturity).

Similar to Basel Ill, the Swiss Requirements include a supple-
mental countercyclical buffer of up to 2.5% of RWA that can be
activated during periods of excess credit growth. Effective Sep-
tember 30, 2013, the buffer was activated and initially required
banks to hold CET1 capital in the amount of 1% of their RWA
pertaining to mortgages that finance residential property in Swit-
zerland. In January 2014, upon the request of the SNB, the Swiss
Federal Council increased this countercyclical buffer from 1% to
2%, effective June 30, 2014,

In 2013, FINMA introduced increased capital charges for
mortgages that finance owner occupied residential property in
Switzerland (mortgage multiplier) to be phased in through January
1, 2019. The mortgage multiplier applies for purposes of both BIS
and FINMA requirements.

In December 2013, FINMA issued a decree (FINMA Decree)
specifying capital adequacy requirements for the Bank on a stand-
alone basis (Bank parent company), and the Bank and the Group,
each on a consolidated basis, as systemically relevant institutions.

We must also comply with a leverage ratio applicable to Swiss
systemically relevant banks (Swiss leverage ratio). This leverage
ratio must be at least 24% of each of the respective minimum,
buffer and progressive component requirements. Since the ratio
is defined by reference to capital requirements subject to phase-in
arrangements, the ratio will also be phased in.
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Swiss capital and leverage ratio phase-in requirements for Credit Suisse

For 2015

13.79%
12.16%

2.95% 265%
. (]

Capital ratio requirements

2.54% 3.04%
Buffer component 5.12%

Minimum component

Progressive component’
6.25%

Leverage ratio requirements

Effective as of January 1,

for the applicable year 2015 2016

® Swiss CET1 capital

Excludes countercyclical buffer that was required as of September 30, 2013.

High-trigger capital instruments  ® Low-trigger capital instruments

16.47% 17.05%
. o

15.08%

0y
2.87% 8.00% ©00%
. 0
9.38% 10.00%
\
Respective
capital ratio
3.46% 3.79% 4.05% requirements
7.12% 7.88% 8.50% multiplied

by 24%

2019

2017 2018

' The progressive component requirement is dependent on our size (leverage exposure) and the market share of our domestic systemically relevant business and is subject to potential capital
rebates that may be granted by FINMA. For 2016, FINMA increased our 2019 progressive component requirement from 4.06% to 5.07% due to the latest assessment of relevant market
shares, which leads to a total capital ratio requirement of 18.07% and a Swiss leverage ratio requirement of 4.34%.

Risk measurement models

Within the Basel framework for FINMA regulatory capital pur-

poses, we implemented risk measurement models, including an
incremental risk charge (IRC), © stressed Value-at-Risk (VaR),
risks not in VaR (RNIV) and advanced © credit valuation adjust-

ment (CVA).

The IRC is a regulatory capital charge for default and migra-
tion risk on positions in the trading books and is intended to com-
plement additional standards being applied to the ©VaR model-
ing framework, including stressed VaR. Stressed VaR replicates
a VaR calculation on the Group’s current portfolio taking into
account a one-year observation period relating to significant finan-
cial stress and helps reduce the pro-cyclicality of the minimum

capital requirements for market risk. RNIV and stressed RNIV are
risks that are not currently implemented within the Group’s VaR
model, such as certain basis risks, higher order risks and cross
risks. Advanced CVA covers the risk of mark-to-market losses on
the expected counterparty risk arising from changes in a counter-
party’s credit spreads.

For capital purposes, FINMA, in line with BIS requirements,
uses a multiplier to impose an increase in market risk capital for
every Cregulatory VaR © backtesting exception over four in the
prior rolling 12-month period. In 2015, our market risk capital mul-
tiplier remained at FINMA and BIS minimum levels and we did not
experience an increase in market risk capital.

» Refer to “Market risk” in Risk management — Risk coverage and management
for further information.
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REGULATORY DEVELOPMENTS AND PROPOSALS

In February 2015, the Swiss Federal Council adopted the report
prepared by a group of experts (Brunetti Commission) regard-
ing the further development of the financial market strategy. The
report consisted of recommendations with respect to, among other
things, safeguarding systemic stability and strengthening of the
Swiss © “Too Big to Fail" regime through measures such as a
review of the © RWA calculation method, a recalibration of capital
requirements, adjustments to capital quality and supplementing
the “Too Big to Fail” regime with © TLAC requirements so that suf-
ficient regulatory capital and other loss-absorbing instruments are
available to make recovery or orderly resolution possible.

In March 2015, © FINMA announced the introduction of a
1.6 multiplier on B/CCC/CC-rated investment banking corporate
exposures. The phase-in of the multiplier was effective in the sec-
ond quarter of 2015 and will be applied quarterly from the second
quarter of 2015 through the first quarter of 2019, with a retroac-
tive adjustment for the first quarter of 2015 in the second quarter
of 2015.

In March 2015, FINMA introduced a 2.0 multiplier on residen-
tial income producing real estate (IPRE) and commercial IPRE
held by retail clients, as well as a 1.5 multiplier on commercial
IPRE held by non-retail clients. The phase-in of the IPRE multipli-
ers started in the first quarter of 2015 and will continue through
the first quarter of 2019.

In November 2015, the FSB issued the final TLAC standard
for G-SIBs, such as Credit Suisse, which will become effective as
of January 1, 2019, subject to a phase-in until January 1, 2022.
The purpose of the standard is to enhance the ability of regulators
to recapitalize a G-SIB at the point of non-viability in a manner
that minimizes systemic disruption, preserves critical functions and
limits the exposure of public sector funds. TLAC-eligible instru-
ments will include instruments that count towards satisfying mini-
mum regulatory capital requirements, as well as long-term unse-
cured debt instruments that have remaining maturities of no less
than one year, are subordinated by statute, corporate structure or
contract to certain excluded liabilities, including deposits, are held
by unaffiliated third parties and meet certain other requirements.
Excluding any applicable regulatory capital buffers that are oth-
erwise required, the minimum TLAC requirement will be at least
16% of a G-SIB’'s RWA as of January 1, 2019 and increase to at
least 18% as of January 1, 2022. In addition, the minimum TLAC
requirement must also be at least 6% of the Basel Ill leverage
ratio denominator as of January 1, 2019, and at least 6.75% as of
January 1, 2022.

In December 2015, the Swiss Federal Department of Finance
issued its proposal for an amendment to the Swiss “Too Big to
Fail” regime, including the new TLAC requirements, for consulta-
tion. The new requirements are expected to become effective July
1, 2016, subject to phase-in. The detailed requirements confirm
certain proposals in the “Too Big to Fail” legislation review that
was announced by the Swiss Federal Council in October 2015 and
provide additional clarity on the planned changes to the regime.

Proposed “Too Big to Fail” requirements
for Swiss G-SIBs

Leverage ratio requirements Capital ratio requirements

14.30%

10.00%

10.00%

current amended current amended

m CET 1 m High-trigger contingent convertible/write-down instruments (tier 1/tier 2)
Low-trigger contingent convertible/write-down instruments (tier 1/tier 2)

m High-trigger contingent convertible/write-down instruments (tier 1)
Bail-in Instruments

Gone concern can include low-trigger tier 1/tier 2 and high-trigger tier 2 instruments.

There were also changes to the Swiss “Too Big to Fail” regime
as discussed in the Brunetti Commission and the formalization
of TLAC requirements to implement the FSB’s TLAC standard.
According to the proposal, systemically important banks operating
internationally, such as Credit Suisse, will be subject to minimum
requirements for two differing types of loss-absorbing capital: cap-
ital to absorb current operating losses (going concern capital) and
capital to fund an orderly resolution (gone concern capital). Under
the going concern requirement, the Swiss leverage ratio must be
5%, of which the minimum CET1 component is 3.5%, with the
remainder to be met with a maximum of 1.5% of high-trigger tier 1
capital instruments that would be converted into common equity or
written down if the CET1 ratio falls below 7%. The capital require-
ment will be set at 14.3% of RWA, of which the minimum CET1
component is 10%, with the remainder to be met with a maximum
of 4.3% of high-trigger tier 1 capital instruments. In addition, a
gone concern requirement of 5% for the Swiss leverage ratio and
a capital requirement of 14.3% of RWA will be introduced, which
can be met with bail-in debt instruments.



In January 2016, the BCBS issued its final paper on the funda-
mental review of the trading book. The paper comprises a detailed
set of principles for a comprehensive revision of the market risk
framework, which becomes effective January 1, 2019.

FINMA Decree

The SNB has designated the Group as a financial group of sys-
temic importance under applicable Swiss law. Following that desig-
nation, FINMA issued the FINMA Decree, effective since February
2, 2014, which requires the Group to fully comply with the spe-
cial requirements for systemically important banks set out in the
Capital Adequacy Ordinance. In addition to the capital adequacy
requirements, it also specifies liquidity, risk diversification and dis-
closure requirements for the Bank parent company. To facilitate
the application of these requirements within the Group and to allow
Credit Suisse to continue its central treasury policy, the FINMA
Decree also references forms of relief granted by FINMA within
its stated authority that are designed to prevent the application
of requirements at the Bank parent company level from effec-
tively increasing the regulatory capital requirements applicable to
the Group, notwithstanding all reasonable efforts by the Group to
avoid such a situation.

FINMA also requires certain capital disclosures at the Bank
parent company level, which can be found on our website. In addi-
tion, the FINMA Decree requires the disclosure of the following
forms of relief:

New approach to stand-alone capital requirements: With-
drawal of the previously granted form of relief for funding that the
Bank parent company provides to Group subsidiaries. The new
approach results in an increase in RWA at the Bank parent com-
pany level.
Reduction of regulatory capital requirement: Risk-
weighted capital requirement reduced to 14% from the cur-
rent 17.05%, of which at least 10% must be held in the form
of CET1 capital. This measure is a form of relief at the Bank
parent company level in comparison with the minimum require-
ments set out by FINMA at the Group level.
Equal treatment of direct and indirect investments:
Direct and indirect investments in Group subsidiaries that are
active in the financial sector and are held by the Bank parent
company are treated equally. Directly and indirectly held invest-
ments in Group subsidiaries up to a bank-specific threshold
set by FINMA are risk-weighted at 200%. Amounts above the
threshold are deducted 50% from CET1 capital and 50% from
total eligible capital. The deduction approach is similar to the
treatment of capital instruments under Basel Ill and contin-
ues the previously applicable treatment under Swiss regula-
tions. This measure may have the effect of changing RWA
and/or total eligible capital. Depending on the calibration of
the threshold, investments in Group subsidiaries require total
eligible capital in a range between 28% (if all investments are
risk-weighted) and 100% (if all investments are deducted from
total eligible capital).
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Overall, withdrawal of previous forms of relief, the introduction of
stricter requirements and the provision of new forms of relief avoid
a situation in which requirements at the Bank parent company
would effectively dictate requirements at the Group level and, as
such, effectively lead to higher capital ratios at the Bank parent
company level.

CAPITAL ISSUANCES AND REDEMPTIONS

Issuances

On November 19, 2015, the Group held an Extraordinary General
Meeting, at which shareholders approved two capital increases.
We completed the first capital increase on November 23, 2015 by
way of a private placement of 58,000,000 newly issued shares to
a number of qualified investors.

We completed the second capital increase by way of a rights
offering. A syndicate of major international banks (Managers),
including Citigroup Global Markets Limited, HSBC Bank plc and
Société Générale (Joint Lead Managers), committed to firmly
underwrite the new shares issued under the rights offering, with
the exception of the new shares for which investors committed
to exercise preemptive subscription rights in connection with the
new shares they acquired in the first capital increase. The Group,
the Bank and the Joint Lead Managers also entered into condi-
tional purchase arrangements with a number of qualified investors,
including certain shareholders, whereby such parties agreed, in
return for a fee, at the Managers’ option, to purchase a specified
number of shares in respect of which pre-emptive rights were not
validly exercised during the rights exercise period (rump shares).
By the end of the rights exercise period on December 3, 2015,
99.0% of the rights had been exercised and 258,445,328 newly
issued shares were subscribed. The remaining 2,538,570 rump
shares were sold in the market.

The two capital increases resulted in 318,983,898 newly
issued shares and gross proceeds to the Group of CHF 6.0 billion.

Redemptions
In the second quarter of 2015, we redeemed the remaining out-
standing perpetual preferred securities of GBP 20 million of addi-
tional tier 1 capital instruments subject to phase-out.

In the third quarter of 2015, we called the remaining out-
standing principal balances of tier 2 capital instruments subject to
phase-out in the amounts of EUR 293 million and GBP 37 million.

Contingent convertible capital instruments

We have issued high-trigger and low-trigger capital instruments to
meet our capital requirements. Our high-trigger instruments (with
the exception of Contingent Capital Awards (CCA)) mandatorily
convert into our ordinary shares upon the occurrence of certain
specified triggering events. These events include our CET1 ratio
falling below 7% (or any lower applicable minimum threshold), or a
determination by © FINMA that conversion is necessary, or that we
require public sector capital support, to prevent us from becom-
ing insolvent, bankrupt or unable to pay a material amount of our
debts, or other similar circumstances. Conversion can only be
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prevented if FINMA, at our request, is satisfied that certain condi-
tions exist and conversion is not required. High-trigger instruments
are designed to absorb losses before our other capital instru-
ments, including the low-trigger capital instruments. The features
of low-trigger capital instruments are described below. CCA would
not convert into common equity, but would be written down to zero
upon a trigger event.

Higher Trigger Capital Amount

The capital ratio write-down triggers for certain of our outstanding
capital instruments take into account the fact that other outstand-
ing capital instruments that contain relatively higher capital ratios
as part of their trigger feature are expected to convert or be writ-
ten down prior to the write-down of such capital instruments. The
amount of additional capital that is expected to be contributed by
such conversion or write-down is referred to as the Higher Trigger
Capital Amount.

The following tier 1 capital notes (collectively, Tier 1 Capital
Notes), which have a trigger amount of 5.125% and qualify as low
trigger capital instruments, were outstanding as of December 31,
2015:

USD 2.5 billion 6.25% tier 1 capital notes;

USD 2.25 billion 7.5% tier 1 capital notes; and

CHF 290 million 6.0% tier 1 capital notes.

The following tier 2 capital notes (collectively, Tier 2 Capital Notes),
which have a trigger amount of 5% and qualify as low trigger capi-
tal instruments, were outstanding as of December 31, 2015:
USD 2.5 billion 6.5% tier 2 capital notes; and
EUR 1.25 billion 5.756% tier 2 capital notes.

Each of the series of Tier 1 Capital Notes and Tier 2 Capital Notes
qualify as low-trigger capital instruments and have a write-down
feature, which means that the full principal amount of the notes
will be permanently written down to zero upon the occurrence of
specified triggering events. These events occur when the amount
of our CET1 ratio, together with an additional ratio described below
that takes into account other outstanding capital instruments, falls
below 5.125% for the Tier 1 Capital Notes and 5% for the Tier 2
Capital Notes. The write-down can only be prevented if FINMA,

BIS capital metrics — Group

at our request, is satisfied that certain conditions exist and deter-
mines a write-down is not required. The capital notes will also
be written down upon a non-viability event, which occurs when
FINMA determines that a write-down is necessary, or that we
require extraordinary public sector capital support, to prevent us
from becoming insolvent, bankrupt or unable to pay a material
amount of our debts, or other similar circumstances.

With respect to the capital instruments that specify a trigger
event if the CET1 ratio were to fall below 5.125%, the Higher Trig-
ger Capital Amount was CHF 9.2 billion and the Higher Trigger
Capital Ratio (i.e., the ratio of the Higher Trigger Capital Amount
to the aggregate of all © RWA of the Group) was 3.1%, both as of
the end of 2015.

With respect to the capital instruments that specify a trigger
event if the CET1 ratio were to fall below 5%, the Higher Trigger
Capital Amount was CHF 14.3 billion and the Higher Trigger Capi-
tal Ratio was 4.9%, both as of the end of 2015.

» Refer to the table “BIS capital metrics — Group” for further information on the
BIS metrics used to calculate such measures.

BIS CAPITAL METRICS

Regulatory capital and ratios

Our CET1 ratio was 14.3% as of the end of 2015 compared to
14.9% as of the end of 2014, reflecting lower CET1 capital and
slightly higher © RWA. Our tier 1 ratio was 18.0% as of the end of
2015 compared to 17.1% as of the end of 2014. Our total capital
ratio was 21.3% as of the end of 2015 compared to 20.8% as of
the end of 2014.

CET1 capital was CHF 42.1 billion as of the end of 2015 com-
pared to CHF 43.3 billion as of the end of 2014, mainly reflect-
ing an additional annual 20% phase-in of regulatory deductions
from CET1 (from 20% to 40%), including goodwill, other intan-
gible assets and certain deferred tax assets, and an additional
annual 20% decrease in the adjustment for the accounting treat-
ment of pension plans (from 80% to 60%), pursuant to phase-in
requirements, a net loss attributable to shareholders, adjusted for
a regulatory reversal of the goodwill impairment, a negative foreign
exchange impact, the cash component of a dividend accrual and
the net effect of share-based compensation. These decreases
were partially offset by the capital increase.

end of

Capital and risk-weighted assets (CHF million)
CET1 capital

Tier 1 capital

Total eligible capital

Risk-weighted assets

Capital ratios (%)

CET1 ratio

Tier 1 ratio

Total capital ratio

Phase-in Look-through

2015 2014 % change 2015 2014 % change
42,072 43,322 3) 32,938 28,576 15
53,063 49,804 44,601 39,892 12
62,682 60,751 51,425 46,876 10
294,950 291,410 1 289,946 284,248 2
14.3 14.9 - 11.4 10.1 -
18.0 171 - 15.4 14.0 -
21.3 20.8 - 17.7 16.5 -
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end of
Eligible capital (CHF million)
Total shareholders’ equity
Regulatory adjustments
Adjustments subject to phase-in
Accounting treatment of defined benefit pension plans
Common share capital issued by subsidiaries and held by third parties
Goodwill 2
Other intangible assets
Deferred tax assets that rely on future profitability
Shortfall of provisions to expected losses
Gains/(losses) due to changes in own credit on fair-valued liabilities
Defined benefit pension assets 2
Investments in own shares
Other adjustments *
Deferred tax assets from temporary differences (threshold-based)
Adjustments subject to phase-in
CET1 capital
High-trigger capital instruments (7% trigger)
Low-trigger capital instruments (5.125% trigger)
Additional tier 1 instruments
Additional tier 1 instruments subject to phase-out®
Deductions from additional tier 1 capital
Additional tier 1 capital
Tier 1 capital
High-trigger capital instruments (7% trigger)
Low-trigger capital instruments (5% trigger)
Tier 2 instruments
Tier 2 instruments subject to phase-out
Deductions from tier 2 capital
Tier 2 capital
Total eligible capital

1
2 Net of deferred tax liability.

3 Includes cash flow hedge reserve.

4

plans pursuant to phase-in requirements.

5 Includes hybrid capital instruments that are subject to phase-out.

Phase-in Look-through

2015 2014 % change 2015 2014 % change
44,382 43,959 1 44,382 43,959 1
(459) (375) 22 (459) (875) 22
2,132 2,423 (12) - - -
89 52 71 - - -
(1,906) (1,714) 1 (4,765) 8,571) (44)
(28) (28) 0 (71) (138) (49)
(1,262) (650) 94 (3,155) (3,250) ©)
(234) (114) 105 (584) (569) 3
(185) (63) 249 (463) (266) 74
(244) (131) 86 611) (657) (7)
® M - @1 M 200

@ 1 - () 7 -
(203) 47) 332 (1,310) (1,557) (16)
(1,851)* (262) - (10,985) (15,008) 27)
42,072 43,322 ©) 32,938 28,576 15
6,662 6,205 6 6,662 6,205 6
5,101 5,111 0 5,101 5,111 0
11,663 11,316 3 11,663 11,316 3
2,616 2,473 6 - - -
(3,288)¢ (7,307) (55) - - -
10,991 6,482 70 11,663 11,316 3
53,063 49,804 7 44,601 39,892 12
2,682 2,689 0 2,682 2,689 0
4,142 4,295 4) 4,142 4,295 4)
6,824 6,984 9 6,824 6,984 9
2,970 4,190 (29) - - -
(175) (227) (23) - - -
9,619 10,947 (12) 6,824 6,984 )
62,682 60,751 3 51,425 46,876 10

Includes regulatory adjustments not subject to phase-in, including a cumulative dividend accrual.

Reflects 40% phase-in deductions, including goodwill, other intangible assets and certain deferred tax assets, and 60% of an adjustment primarily for the accounting treatment of pension

® Includes 60% of goodwill and other intangible assets (CHF 3.0 billion) and other capital deductions, including gains/(losses) due to changes in own credit risk on fair-valued financial liabili-

ties, that will be deducted from CET1 once Basel lll is fully implemented.

Additional tier 1 capital increased to CHF 11.0 billion as of the end
of 2015 compared to CHF 6.5 billion as of the end of 2014, mainly
due to the regulatory adjustment for the goodwill impairment, an
additional annual 20% phase-in of regulatory deductions (from
80% to 60%), including goodwill, other intangible assets and other
capital deductions, and the impact of an accrual relating to CCA
granted as part of deferred compensation.

Tier 2 capital was CHF 9.6 billion as of the end of 2015 com-
pared to CHF 10.9 billion as of the end of 2014, mainly due to the

impact of the prescribed amortization requirement as instruments
move closer to their maturity date, the redemptions and the nega-
tive foreign exchange impact.

Total eligible capital as of the end of 2015 was CHF 62.7 bil-
lion compared to CHF 60.8 billion as of the end of 2014, primarily
reflecting the increase in additional tier 1 capital, partially offset by
decreases in CET1 capital and tier 2 capital.
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Capital movement - Group

Phase-in Look-through
end of 2015 2014 2015 2014
CET1 capital (CHF million)
Balance at beginning of period 43,322 42,989 28,576 26,480
Net income/(loss) attributable to shareholders (2,944) 1,875 (2,944) 1,875
Foreign exchange impact a,127)? 1,967 1,111) 989
Impact of deductions relating to phase-in requirements (3,356) (3,015) 0 0
Issuances 5,8322 0 5,832 0
Regulatory adjustment of goodwill and intangible assets, net of deferred tax liability 1,536 14 3,840 71
Regulatory adjustment of own credit on fair-valued financial liabilities (69) (108) 173) (549)
Other (1,129)° (400) (1,082) (297)
Balance at end of period 42,072 43,322 32,938 28,576
Additional tier 1 capital (CHF million)
Balance at beginning of period 6,482 3,072 11,316 7,484
Foreign exchange impact 9 554 6 866
Impact of deductions relating to phase-in requirements 1,827 1,607 0 0
Issuances 0 2,721 0 2,721
Redemptions (29) (1,590) 0 0
Regulatory adjustment of goodwill and intangible assets, net of deferred tax liability 2,304 57 0 0
Regulatory adjustment of own credit on fair-valued financial liabilities 97) (442) 0 0
Other 4954 503 341 255
Balance at end of period 10,991 6,482 11,663 11,316
Tier 2 capital (CHF million)
Balance at beginning of period 10,947 10,227 6,984 6,245
Foreign exchange impact (272) 699 167) 427
Impact of deductions relating to phase-in requirements 57 62 0 0
Redemptions (338) 0 0 0
Other (775)° (41) 7 312
Balance at end of period 9,619 10,947 6,824 6,984
Eligible capital (CHF million)
Balance at end of period 62,682 60,751 51,425 46,876
" Includes US GAAP cumulative translation adjustments and the foreign exchange impact on regulatory CET1 adjustments.
2

Represents the issuance of common shares in the amount of CHF 6.0 billion, net of related fees and taxes, recorded in additional paid-in-capital.

Includes the net effect of share-based compensation and pensions, the impact of a dividend accrual, which includes the assumption that 60% of the proposed dividend is distributed in
shares and a change in other regulatory adjustments (e.g., certain deferred tax assets).

Reflects a change in regulatory adjustments and other movements on additional tier 1 instruments, including the positive impact of an accrual relating to Contingent Capital Awards granted
as part of deferred compensation.

Primarily reflects the impact of the prescribed amortization requirement as instruments move closer to their maturity date.

©

IS

o

As of the end of 2015, the look-through CET1 ratio was 11.4%
compared to 10.1% as of the end of 2014. As of the end of 2015,
the look-through total capital ratio was 17.7%, compared to 16.5%
as of the end of 2014.
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Risk-weighted assets — Group

Phase-in
Investment
Swiss  International Banking & Strategic
Universal Wealth Asia Global Capital  Resolution Corporate
Bank Management Pacific Markets Markets Unit Center Group
2015 (CHF million)
Credit risk 47,833 18,496 156,677 41,195 14,5659 38,335 17,203 193,198
Market risk 658 725 5,170 19,247 83 3,747 169 29,799
Operational risk 11,056 12,932 6,812 13,206 3,182 19,250 0 66,438
Non-counterparty risk 322 254 65 58 0 306 4510 5,615
Risk-weighted assets 59,869 32,407 27,624 73,706 17,824 61,638 21,882 294,950
2014 (CHF million)
Credit risk 46,789 19,657 14,372 39,728 12,284 41,5653 18,380 192,663
Market risk 871 789 6,951 21,280 0 4,406 171 34,468
Operational risk 9,316 10,897 5,740 12,222 1,586 18,652 0 58,413
Non-counterparty risk 315 228 76 50 0 461 4,736 5,866
Risk-weighted assets 57,291 31,471 27,139 73,280 13,870 65,072 23,287 291,410
Look-through
Investment
Swiss  International Banking & Strategic
Universal Wealth Asia Global Capital ~ Resolution Corporate
Bank Management Pacific Markets Markets Unit Center Group
2015 (CHF million)
Credit risk 47,833 18,496 15,577 41,195 14,5659 38,335 12,199 188,194
Market risk 658 725 5,170 19,247 83 3,747 169 29,799
Operational risk 11,056 12,932 6,812 13,206 3,182 19,250 0 66,438
Non-counterparty risk 322 254 65 58 0 306 4,510 5,515
Risk-weighted assets 59,869 32,407 27,624 73,706 17,824 61,638 16,878 289,946
2014 (CHF million)
Credit risk 46,789 19,6567 14,372 39,728 12,284 41,653 11,218 185,501
Market risk 871 789 6,951 21,280 0 4,406 171 34,468
Operational risk 9,316 10,897 5,740 12,299 1,586 18,652 0 58,413
Non-counterparty risk 315 228 76 50 0 461 4,736 5,866

Risk-weighted assets 57,291 31,471 27,139 73,280 13,870 65,072 16,125 284,248
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Risk-weighted assets — Group

as of December 31, 2015 (CHF billion)

Balance sheet
positions

Off-balance sheet
exposures

Off-balance sheet
derivatives

Trading assets &

investments’ short positions

Securities financing

transactions? transactions?

Trading liabilities,

Securities financing

Loans, receivables

Guarantees, commitments
and other assets

Premises
and equipment

Risk-weighted assets
295
30
]
55
]
6
-
132
Processes,
66 | people,
<+ systems,
external
6 events

" Includes primarily trading assets, investment securities and other investments.

2 Includes central bank funds sold, securities purchased under resale agreements and central bank funds purchased, securities sold under repurchase agreements and securities lending transactions.

Risk-weighted assets and capital ratios — Group

16.8 17.1 150
& ———
15.7 14.9 14.3
800 7 2738 e —
250
200
150
100
50 1
0
2013 \ 2014 \ 2015 ‘

® Risk-weighted assets (in CHF billion) CET1 ratio (in %) = Tier 1 ratio (in %)

RISK-WEIGHTED ASSETS

Our balance sheet positions and off-balance sheet exposures
translate into © RWA that are categorized as credit, market, opera-
tional and non-counterparty-risk RWA. When assessing RWA, it
is not the nominal size, but the nature (including © risk mitigation
such as collateral or hedges) of the balance sheet positions or
off-balance sheet exposures that determines the RWA. Credit risk
RWA reflect the capital requirements for the possibility of a loss
being incurred as the result of a borrower or counterparty failing to
meet its financial obligations or as a result of a deterioration in the
credit quality of the borrower or counterparty. Under © Basel Ill,

certain regulatory capital adjustments are dependent on the level
of CET1 capital (thresholds). The amount above the threshold is
deducted from CET1 capital and the amount below the threshold
is risk weighted. RWA subject to such threshold adjustments are
included in credit risk RWA. Market risk RWA reflect the capital
requirements of potential changes in the © fair values of financial
instruments in response to market movements inherent in both
balance sheet and off-balance sheet items. Operational risk RWA
reflect the capital requirements for the risk of loss resulting from
inadequate or failed internal processes, people and systems or
from external events. Non-counterparty-risk RWA primarily reflect
the capital requirements for our premises and equipment.

RWA increased 1% to CHF 295.0 billion as of the end of 2015
from CHF 291.4 billion as of the end of 2014, primarily driven
by internal methodology and policy changes in operational risk
and credit risk. There were also increases in external methodol-
ogy and policy changes in credit risk and model and parameter
updates, primarily in operational risk. This was partially offset by
movements in risk levels, primarily in credit risk, and the foreign
exchange impact.

Excluding the foreign exchange impact, the increase in credit
risk was primarily driven by internal and external methodology and
policy changes, partially offset by movements in risk levels. Exter-
nal methodology and policy changes related to the introduction of
a multiplier on certain investment banking corporate exposures
and the impact of calculating RWA for certain banking book secu-
ritizations under the standardized approach, previously calculated
under the © A-IRB approach. External methodology and policy
changes also reflected the phase-in of the multipliers on residen-
tial and commercial IPRE and new regulatory requirements relating
to collateral eligibility criteria. The increase in internal methodology



and policy changes mainly resulted from model adjustments in
response to the SNB's decision to discontinue the minimum
exchange rate of the Swiss franc against the euro, an improvement
in the calculation of derivative risk and a change in the calculation
methodology for lombard lending. Increases in model and param-
eter updates were primarily driven by a time series update of the
data set related to CVA and an annual © PD update. Movements
in risk levels were attributable to book size and book quality. The
decrease attributable to book size primarily resulted from reduc-
tions in derivative exposures, the impact of the Basel Ill phase-in
requirements at the beginning of 2015 and a new loan securitiza-
tion, partially offset by an increase in commercial lending expo-
sures. The decrease attributable to book quality primarily resulted
from lower risk weightings of lending exposures.

Excluding the foreign exchange impact, the decrease in mar-
ket risk was primarily driven by decreases in model and parameter
updates and internal methodology and policy changes, partially
offset by movements in risk levels. The decrease in model and

Risk-weighted asset movement by risk type — Group
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parameter updates related to changes in market data and stressed
spreads and the decrease in internal methodology and policy
changes was mainly due to refinements of certain risk models. The
movements in risk levels relating to market volatility were partially
offset by reductions in trading book securitizations.

The movement in operational risk was driven by methodol-
ogy and policy changes and model and parameter updates. The
internal methodology and policy changes primarily included cer-
tain © AMA model enhancements, including the introduction of an
analytical approach to capture the aggregate range of reasonably
possible litigation losses that are not covered by existing provi-
sions. These reasonably possible litigation losses were previously
captured through an add-on component under external method-
ology and policy changes. The add-on component was removed
with © FINMA approval in connection with the introduction of the
new analytical approach. The increase in model and parameter
updates resulted from revised scenarios relating to litigation mat-
ters in 2015.

2015 (CHF million)
Group
Balance at beginning of period
Foreign exchange impact
Movements in risk levels

of which credit risk — book size '

of which credit risk — book quality 2
Model and parameter updates
Methodology and policy — internal
Methodology and policy — external ®
Balance at end of period — phase-in
Look-through adjustment
Balance at end of period - look-through

Represents changes in portfolio size.
Represents changes in average risk weighting across credit risk classes.
Represents movements arising from updates to models and recalibrations of parameters.

s
2
3
# Represents internal changes impacting how exposures are treated.
5
6

Represents externally prescribed regulatory changes impacting how exposures are treated.
The look-through adjustment impacts only credit risk within the Corporate Center. The difference between phase-in and look-through risk-weighted assets relates to transitional arrange-

Non-  Total risk-

Operational counterparty ~ weighted

Credit risk ~ Market risk risk risk assets
192,663 34,468 58,413 5,866 291,410
(3,139) (874) 0 0 (4,013)
(11,036) 2,122 0 (351) (9,265)
(6,643) - - - -
(4,393) - - - -
958 (3,327) 3,600 0 1,231
5,314 (2,590) 11,300 0 14,024
8,438 0 (6,875) 0 1,663
193,198 29,799 66,438 5,515 294,950
(5,004) - - - (5,004)
188,194 29,799 66,438 5,515 289,946

ments such as the impact from pension assets and deferred tax assets not deducted from CET1 during the phase-in period and the transitional impact from threshold-related risk-weighted

assets.

LEVERAGE METRICS
Beginning in the first quarter of 2015, Credit Suisse adopted the
BIS leverage ratio framework, as issued by the © BCBS and
implemented in Switzerland by © FINMA. Under the BIS frame-
work, the leverage ratio measures tier 1 capital against the end-
of-period exposure. BIS leverage amounts are calculated based
on our interpretation of, and assumptions and estimates related to,
the BIS requirements as implemented in Switzerland by FINMA.
Changes in the interpretation of these requirements in Switzerland

or in any of our interpretations, assumptions or estimates could
result in different numbers from those shown here. As used herein,
leverage exposure is based on the BIS leverage ratio framework
and consists of period-end balance sheet assets and prescribed
regulatory adjustments.

Leverage amounts as of the end of 2014, which are presented
to show meaningful comparative information, are based on esti-
mates which are calculated as if the BIS leverage ratio framework
had been effective in Switzerland at such time.
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Leverage exposure components — Group

end of
Leverage exposure (CHF million)
Balance sheet assets
Adjustments
Difference in scope of consolidation and tier 1 capital deductions
Derivative financial instruments
Securities financing transactions
Off-balance sheet
Total adjustments

Leverage exposure

2015

820,805

(10,653)
104,353
(16,214)

95,115
172,701
993,506

2014

921,462

(18,896)
171,087
(13,965)
97,869
236,095
1,157,557

Phase-in

% change

)

(4%
(39)
16
©)
@7
(14

2015

820,805

(16,431)
104,353
(16,214)

95,115
166,823
987,628

Look-through

2014 % change
921,462 11
(26,797) (39)
171,087 (39)
(13,965) 16
97,869 3)
228,194 27)
1,149,656 (14)

" Includes adjustments for investments in banking, financial, insurance or commercial entities that are consolidated for accounting purposes but outside the scope of regulatory consolidation

and tier 1 capital deductions related to balance sheet assets.

Look-through leverage exposure — Group

2015 2014

Look-through leverage exposure (CHF million)
Swiss Universal Bank 235,700 238,856
International Wealth Management 99,112 84,369
Asia Pacific 98,698 137,843
Global Markets 313,315 412,316
Investment Banking & Capital Markets 42,861 42,017
Strategic Resolution Unit 138,219 219,075
Corporate Center 59,723 15,180
Leverage exposure 987,628 1,149,656
BIS leverage metrics — Group

Phase-in Look-through
end of 2015 2014 % change 2015 2014 % change
Capital (CHF million)
CET1 capital 42,072 43,322 €)) 32,938 28,576 15
Tier 1 capital 53,063 49,804 7 44,601 39,892 12
Leverage exposure (CHF million)
Leverage exposure 993,606 1,157,557 (14) 087,628 1,149,666 (14)
Leverage ratios (%)
CET1 leverage ratio 4.2 3.7 - 33 2.5 -
Tier 1 leverage ratio 5.3 4.3 - 4.5 3.5 -

The leverage exposure was CHF 993.5 billion as of the end of
2015 a decrease of 14% compared to the end of 2014. The
decrease is primarily due to a reduction in the Group’s consolidated
balance sheet, reflecting a decrease in operating activities and the
foreign exchange translation impact. The leverage exposure was

also impacted by a decrease in adjustments for derivative financial
instruments, reflecting a reduction in derivative transactions.

» Refer to “Balance sheet, off-balance sheet and other contractual obligations”
for further information on the reduction in the Group’s consolidated balance

sheet.



BIS leverage ratios — Group

The tier 1 leverage ratio was 5.3% as of the end of 2015, with
a CET1 component of 4.2%. On a look-through basis, the tier 1
leverage ratio was 4.5%, with a CET1 component of 3.3%.

The tier 1 leverage ratio increased from 4.3% as of the end
of 2014, reflecting the decrease in leverage exposure and the
increase in tier 1 capital. The CET1 leverage ratio increased from
3.7% as of the end of 2014, reflecting the decrease in leverage
exposure, partially offset by lower CET1 capital.

» Refer to “BIS capital metrics” for further information on the movements in
CET1 and tier 1 capital.

SWISS CAPITAL METRICS
Swiss regulatory capital and ratios

» Refer to “Swiss Requirements” in Regulatory capital framework for further
information on Swiss regulatory requirements.

Swiss capital metrics — Group
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Swiss CET1 capital consists of ©BIS CET1 capital and certain
Swiss regulatory adjustments. Swiss total eligible capital consists
of Swiss CET1 capital, high-trigger capital instruments, low-trigger
capital instruments, additional tier 1 instruments and tier 2 instru-
ments subject to phase-out and deductions from additional tier 1
and tier 2 capital.

As of the end of 2015, our Swiss CET1 capital and Swiss
total capital ratios were 14.2% and 21.1%, respectively, compared
to the Swiss capital ratio phase-in requirements of 7.37% and
12.16%, respectively.

On a look-through basis, our Swiss CET1 capital was
CHF 32.8 billion and our Swiss CET1 ratio was 11.3% as of the
end of 2015. Our Swiss total eligible capital was CHF 51.3 billion
and our Swiss total capital ratio was 17.6% as of the end of 2015,
each on a look-through basis.

end of

Capital development (CHF million)
CET1 capital

Swiss regulatory adjustments !

Swiss CET1 capital

Additional tier 1 instruments

Tier 2 instruments

High-trigger capital instruments
Additional tier 1 instruments

Tier 2 instruments

Low-trigger capital instruments
Additional tier 1 and tier 2 instruments subject to phase-out
Deductions from additional tier 1 and tier 2 capital
Swiss total eligible capital
Risk-weighted assets (CHF million)
Risk-weighted assets — Basel Il

Swiss regulatory adjustments 2

Swiss risk-weighted assets

Swiss capital ratios (%)

Swiss CET1 ratio

Swiss total capital ratio

" Includes adjustments for certain unrealized gains outside the trading book.
2 Primarily includes differences in the credit risk multiplier.

Phase-in Look-through
2015 2014 % change 2015 2014 % change
42,072 43,322 ©) 32,938 28,576 15
(143) (133) 8 (151) (143) 6
41,929 43,189 3) 32,787 28,433 15
6,662 6,204 6 6,662 6,204 6
2,682 2,689 0 2,682 2,689 0
9,244 8,893 9,244 8,893
5,101 5,111 0 5,101 5,111
4,142 4,295 4) 4,142 4,295 4)
9,243 9,406 © 9,243 9,406 ©
5,686 6,663 (16) - - -
(3,463) (7,533) (54) - - -
62,539 60,618 3 51,274 46,732 10
294,950 291,410 1 289,946 284,248 2
908 1,068 (14) 907 1,067 (14)
295,858 292,468 1 290,853 285,305 2
14.2 14.8 - 1.3 10.0 -
21.1 20.7 - 17.6 16.4 -
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The following table presents the Swiss Requirements for each of
the relevant capital components and discloses our current capital
metrics against those requirements.

Swiss capital requirements and coverage — Group

end of

Risk-weighted assets (CHF billion)

Swiss risk-weighted assets

2015 Swiss capital requirements’

Minimum Swiss capital ratio

Minimum Swiss capital (CHF billion)

Swiss capital coverage (CHF billion)

Swiss CET1 capital

High-trigger capital instruments

Low-trigger capital instruments

Additional tier 1 and tier 2 instruments subject to phase-out
Deductions from additional tier 1 and tier 2 capital
Swiss total eligible capital

Swiss capital ratios (%)

Swiss total capital ratio

Rounding differences may occur.
' The Swiss capital requirements are based on a percentage of RWA.

Group

Capital requirements

Minimum Buffer Progressive
component  component  component Excess 2015
- - - - 295.9
4.50% 5.12% 2 2.54% - 12.16%
13.3 16.2 7.5 - 36.0
13.3 8.6 - 20.1 41.9
- 6.7 - 2.6 9.2
- - 7.5 1.8 9.2
- - - 5.6 5.6
_ - - (8.5) (3.5)
13.3 15.2 7.5 26.6 62.5
4.50% 5.12% 2.54% 8.98% 21.14%

2 Excludes countercyclical buffer that was required as of September 30, 2013. As of the end of 2015, the countercyclical buffer, which applies pursuant to both BIS and FINMA require-
ments, was CHF 351 million, which is equivalent to an additional requirement of 0.1% of CET1 capital.

SWISS LEVERAGE METRICS

The leverage exposure used in the Swiss leverage ratio is mea-
sured on the same period-end basis as the leverage exposure for
the © BIS leverage ratio.

Swiss leverage metrics — Group

end of

Swiss leverage metrics (CHF million, except where indicated)
Swiss total eligible capital

Leverage exposure

Swiss leverage ratio (%)

The Swiss leverage ratio is calculated as Swiss total eligible capi-
tal, including high- and low-trigger capital instruments, divided by
leverage exposure.

As of the end of 2015, our Swiss leverage ratio was 6.3%
compared to a requirement of 2.92%.

Phase-in Look-through

2015 2014 % change 2015 2014 % change
62,639 60,618 3 51,274 46,732 10
993,506 1,157,557 (14) 987,628 1,149,666 (14)
6.3 5.2 - 5.2 4.1 -

The Group's look-through Swiss leverage ratio was 5.2% as
of the end of 2015, compared to the current 4.09% requirement
effective 2019, reflecting our progressive component requirement
for 2015. For 2016, the Swiss leverage ratio requirement effective
2019 will be 4.34%.



The following table presents the Swiss Requirements relating to
each of the relevant capital components and discloses our current
leverage metrics against those requirements.

Swiss leverage requirements and coverage — Group
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Group
Capital requirements
Minimum Buffer Progressive

end of component  component  component Excess 2015
Exposure (CHF billion)
Leverage exposure - - - - 993.5
2015 Swiss leverage requirements
Minimum Swiss leverage ratio 1.08% 1.23% 0.61% - 2.92%
Minimum Swiss capital (CHF billion) 10.7 12.2 6.0 - 29.0
Swiss capital coverage (CHF billion)
Swiss CET1 capital 10.7 6.9 - 24.3 41.9
High-trigger capital instruments - 5.4 - 3.9 9.2
Low-trigger capital instruments - - 6.0 3.2 9.2
Additional tier 1 and tier 2 instruments subject to phase-out - - - 5.6 5.6
Deductions from additional tier 1 and tier 2 capital - - - (3.5) (3.5)
Swiss total eligible capital 10.7 12.2 6.0 33.6 62.5
Swiss leverage ratio (%)
Swiss leverage ratio 1.08% 1.23% 0.61% 3.38% 6.29%
Rounding differences may occur.
BANK REGULATORY DISCLOSURES
The following capital, ©RWA and leverage disclosures apply to
the Bank. The business of the Bank is substantially the same as
that of the Group, including business drivers and trends relating to
capital, RWA and leverage metrics.
Regulatory capital and ratios — Bank
» Refer to “BIS capital metrics’, “Risk-weighted assets” and “Leverage metrics”
for further information.
BIS capital metrics — Bank

Phase-in
end of 2015 2014 % change
Capital and risk-weighted assets (CHF million)
CET1 capital 40,013 40,853 @)
Tier 1 capital 50,5670 47,114 7
Total eligible capital 60,242 58,111 4
Risk-weighted assets 286,947 282,994 1
Capital ratios (%)
CET1 ratio 13.9 14.4 -
Tier 1 ratio 17.6 16.6 -
Total capital ratio 21.0 20.5 -
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Eligible capital and risk-weighted assets — Bank

end of

Eligible capital (CHF million)

Total shareholder’s equity

Regulatory adjustments

Adjustments subject to phase-in

CET1 capital

Additional tier 1 instruments

Additional tier 1 instruments subject to phase-out*
Deductions from additional tier 1 capital
Additional tier 1 capital

Tier 1 capital

Tier 2 instruments

Tier 2 instruments subject to phase-out
Deductions from tier 2 capital

Tier 2 capital

Total eligible capital

Risk-weighted assets by risk type (CHF million)
Credit risk

Market risk

Operational risk

Non-counterparty risk

Risk-weighted assets

Phase-in

2015 2014 % change
43,406 42,895 1
® (66) 92
(3,388)2 (1,976) 71
40,013 40,853 @)
10,8053 10,410 4
2,616 2,473 6
(2,864)° (6,622) (67)
10,557 6,261 69
50,570 47,114 7
6,865 ° 7,014 @
2,970 4,196 (29
(163) 213) (23)
9,672 10,997 (12)
60,242 58,111 4
185,674 184,631 1
29,755 34,439 (14)
66,438 58,413 14
5,180 5611 ®
286,947 282,994 1

" Includes regulatory adjustments not subject to phase-in, including a cumulative dividend accrual.
2 Primarily reflects 40% phase-in deductions, including goodwill, other intangible assets and certain deferred tax assets.
3 Consists of high-trigger and low-trigger capital instruments. Of this amount, CHF 6.6 billion consists of capital instruments with a capital ratio write-down trigger of 7% and CHF 4.2 billion

consists of capital instruments with a capital ratio write-down trigger of 5.125%.
4 Includes hybrid capital instruments that are subject to phase-out.

5 Includes 60% of goodwill and other intangible assets (CHF 2.4 billion) and other capital deductions, including gains/(losses) due to changes in own credit risk on fair-valued financial liabili-

ties, that will be deducted from CET1 once Basel lll is fully implemented.

& Consists of high-trigger and low-trigger capital instruments. Of this amount, CHF 2.7 billion consists of capital instruments with a capital ratio write-down trigger of 7% and CHF 4.1 billion

consists of capital instruments with a capital ratio write-down trigger of 5%.

The Bank's CET1 ratio was 13.9% as of the end of 2015 com-
pared to 14.4% as of the end of 2014, reflecting lower CET1 capi-
tal and slightly higher RWA. The Bank’s tier 1 ratio was 17.6% as
of the end of 2015 compared to 16.6% as of the end of 2014. The
Bank’s total capital ratio was 21.0% as of the end of 2015 com-
pared to 20.5% as of the end of 2014.

CET1 capital was CHF 40.0 billion as of the end of 2015 com-
pared to CHF 40.9 billion as of the end of 2014, mainly reflecting
a net loss attributable to shareholders, adjusted for the regula-
tory reversal of the goodwill impairment, an additional annual 20%
phase-in of regulatory deductions from CET1 (from 20% to 40%),
including goodwill, other intangible assets and certain deferred tax
assets, a negative foreign exchange impact and the net effect of
share-based compensation. These decreases were partially off-
set by the capital contribution from the Group following its capital
increase.

Additional tier 1 capital was CHF 10.6 billion as of the end of
2015 compared to CHF 6.3 billion as of the end of 2014, mainly
due to the regulatory adjustment for the goodwill impairment, an
additional annual 20% phase-in of regulatory deductions (from
80% to 60%), including goodwill, other intangible assets and other
capital deductions, and the impact of an accrual relating to CCA
granted as part of deferred compensation.

Tier 2 capital was CHF 9.7 billion as of the end of 2015 com-
pared to CHF 11.0 billion as of the end of 2014, mainly due to the
impact of the prescribed amortization requirement as instruments
move closer to their maturity date, the redemptions and the nega-
tive foreign exchange impact.

The Bank'’s total eligible capital was CHF 60.2 billion as of the
end of 2015 compared to CHF 58.1 billion as of the end of 2014.

RWA increased CHF 4.0 billion to CHF 286.9 billion as of
the end of 2015 compared to CHF 283.0 billion as of the end of
2014,
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end of
Leverage exposure (CHF million)
Balance sheet assets
Adjustments
Difference in scope of consolidation and tier 1 capital deductions
Derivative financial instruments
Securities financing transactions
Off-balance sheet
Total adjustments

Leverage exposure

2015

803,931

(18,059)
104,604
(16,215)

94,312
169,642
973,573

2014

904,849

(21,049)
171,711
(13,955)
97,142
233,849
1,138,698

Phase-in

% change

(1n

(38)
(39)
16
©)
@7
(1)

1 Includes adjustments for investments in banking, financial, insurance or commercial entities that are consolidated for accounting purposes but outside the scope of regulatory consolidation

and tier 1 capital deductions related to balance sheet assets.

BIS leverage metrics — Bank

end of

Capital (CHF million)

CET1 capital

Tier 1 capital

Leverage exposure (CHF million)
Leverage exposure

Leverage ratios (%)

CET1 leverage ratio

Tier 1 leverage ratio

Swiss capital and leverage metrics — Bank

» Refer to “Swiss capital metrics” and “Swiss leverage metrics” for further

information.

2015

40,013
50,5670

973,673

4.1
5.2

2014

40,863
47,114

1,138,698

3.6
4.1

Phase-in

% change

@
7

(15)
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Swiss capital and leverage metrics — Bank

Phase-in
end of 2015 2014 % change
Capital development (CHF million)

CET1 capital 40,013 40,853 ©
Swiss regulatory adjustments ! 117 111) 5
Swiss CET1 capital 39,896 40,742 )
High-trigger capital instruments 9,3502 8,944 5
Low-trigger capital instruments 8,320° 8,480 @
Additional tier 1 and tier 2 instruments subject to phase-out 5,686 6,669 (16)
Deductions from additional tier 1 and tier 2 capital (3,027) (6,835) (56)
Swiss total eligible capital 60,125 58,000 4
Risk-weighted assets (CHF million)
Risk-weighted assets — Basel Il 286,947 282,994 1
Swiss regulatory adjustments * 909 1,048 (13)
Swiss risk-weighted assets 287,856 284,042 1
Leverage exposure (CHF million)
Leverage exposure 973,573 1,138,698
Swiss capital and leverage ratios (%)
Swiss CET1 ratio 13.9 14.3 -
Swiss total capital ratio 20.9 20.4
Swiss leverage ratio 6.2 5.1 -
" Includes adjustments for certain unrealized gains outside the trading book.
2 Consists of CHF 6.6 billion additional tier 1 instruments and CHF 2.7 billion tier 2 instruments.
3 Consists of CHF 4.2 billion additional tier 1 instruments and CHF 4.1 billion tier 2 instruments.
4 Primarily includes differences in the credit risk multiplier.
Swiss capital requirements and coverage — Bank

Bank

Capital requirements
Minimum Buffer  Progressive

end of component  component  component Excess 2015
Risk-weighted assets (CHF billion)
Swiss risk-weighted assets - - - - 287.9
2015 Swiss capital requirements’
Minimum Swiss capital ratio 4.50% 5.12% 2 2.54% - 12.16%
Minimum Swiss capital (CHF billion) 13.0 14.8 7.3 - 35.0
Swiss capital coverage (CHF billion)
Swiss CET1 capital 13.0 8.3 - 18.7 39.9
High-trigger capital instruments - 6.5 - 2.9 9.4
Low-trigger capital instruments - - 7.3 1.0 8.3
Additional tier 1 and tier 2 instruments subject to phase-out - - - 5.6 5.6
Deductions from additional tier 1 and tier 2 capital - - - (3.0) (3.0)
Swiss total eligible capital 13.0 14.8 7.3 25.1 60.1
Swiss capital ratio (%)
Swiss total capital ratio 4.50% 5.12% 2.54% 8.73% 20.89%

Rounding differences may occur.
' The Swiss capital requirements are based on a percentage of RWA.

2 Excludes countercyclical buffer that was required as of September 30, 2013. As of the end of 2015, the countercyclical buffer, which applies pursuant to both BIS and FINMA require-

ments, was CHF 286 million, which is equivalent to an additional requirement of 0.1% of CET1 capital.
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end of

Exposure (CHF billion)

Leverage exposure

2015 Swiss leverage requirements

Minimum Swiss leverage ratio

Minimum Swiss capital (CHF billion)

Swiss capital coverage (CHF billion)

Swiss CET1 capital

High-trigger capital instruments

Low-trigger capital instruments

Additional tier 1 and tier 2 instruments subject to phase-out
Deductions from additional tier 1 and tier 2 capital
Swiss total eligible capital

Swiss leverage ratio (%)

Swiss leverage ratio

Rounding differences may occur.

OTHER REGULATORY DISCLOSURES

In connection with the implementation of © Basel Ill, certain regu-
latory disclosures for the Group, the Bank, the Bank parent com-
pany and Credit Suisse International are required. Additional infor-
mation on capital instruments, including the main features and
terms and conditions of regulatory capital instruments that form
part of the eligible capital base of the Group, G-SIB financial indi-
cators, subsidiary regulatory reporting, reconciliation requirements,
Pillar 3 disclosures, leverage ratios and certain liquidity disclosures
can be found on our website.

» Refer to www.credit-suisse.com/regulatorydisclosures for additional
information.

SHAREHOLDERS’ EQUITY AND SHARE METRICS

Total shareholders’ equity

Our total shareholders’ equity was CHF 44.4 billion as of the end
of 2015 compared to CHF 44.0 billion as of the end of 2014. Total
shareholders’ equity was positively impacted by the CHF 6.0 bil-
lion increase in capital from the issuance of common shares and
an increase in the share-based compensation obligation. These

Bank

Capital requirements

Minimum Buffer Progressive
component  component  component Excess 2015
- - - - 973.6
1.08% 1.23% 0.61% - 2.92%
10.5 12.0 5.9 - 28.4
10.5 6.7 - 22.7 39.9
- 5.3 - 4.1 9.4
- - 5.9 2.4 8.3
- - - 5.6 5.6
_ - - (3.0 (3.0)
10.5 12.0 5.9 31.7 60.1
1.08% 1.23% 0.61% 3.26% 6.18%

increases were mostly offset by a net loss attributable to share-
holders, transactions relating to the settlement of share-based
compensation awards, foreign exchange-related movements on
cumulative translation adjustments, an actuarial loss from the re-
measurement of the Group's defined benefit pension assets and
liabilities as of the end of 2015 and dividends paid.

» Refer to the “Consolidated statements of changes in equity” in V — Consoli-
dated financial statements — Credit Suisse Group for further information on the
Group's total shareholders’ equity.

The Bank'’s total shareholder’s equity was CHF 43.4 billion as
of the end of 2015 compared to CHF 42.9 billion as of the end
of 2014. Total shareholder’s equity was positively impacted by a
capital contribution from the Group. This increase was partially
offset by a net loss attributable to shareholder, transactions relat-
ing to the settlement of share-based compensation awards and
foreign exchange-related movements on cumulative translation
adjustments.

» Refer to the “Consolidated statements of changes in equity” in VII — Consoli-
dated financial statements — Credit Suisse (Bank) for further information on the
Bank’s total shareholder’s equity.
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Shareholders’ equity and share metrics

end of

Shareholders’ equity (CHF million)
Common shares

Additional paid-in capital
Retained earnings

Treasury shares, at cost
Accumulated other comprehensive income/(loss)
Total shareholders’ equity
Goodwill

Other intangible assets

Tangible shareholders’ equity '
Shares outstanding (million)
Common shares issued

Treasury shares

Shares outstanding

Par value (CHF)

Par value

Book value per share (CHF)
Total book value per share
Goodwill per share

Other intangible assets per share
Tangible book value per share

Group Bank

2015 2014 % change 2015 2014 % change
78 64 22 4,400 4,400 0
31,925 27,007 18 39,883 34,842 14
29,139 32,083 ) 12,427 16,877 22
(125) (192) (35) - - -
(16,635) (15,003) " (138,304) (12,224) 9
44,382 43,959 1 43,406 42,895 1
(4,808) (8,644) (44) (3,929) (7,766) (49)
(196) (249) @1) (196) (249) @1)
39,378 35,066 12 39,281 34,880 13
1,957.4 1,607.2 22 4,399.7 4,399.7 0
(6.9 (7.7) (23 - - -
1,951.5 1,599.5 22 4,399.7 4,399.7 0
0.04 0.04 0 1.00 1.00 0
22.74 27.48 17 9.87 9.75 1
(2.46) (5.40) (54) (0.90) (1.76) (49)
(0.10) (0.16) (38) (0.04) (0.06) (33)
20.18 21.92 ® 8.93 7.93 13

! Management believes that tangible shareholders’ equity and tangible book value per share, both non-GAAP financial measures, are meaningful as they are measures used and relied upon

by industry analysts and investors to assess valuations and capital adequacy.

Share repurchases

The Swiss Code of Obligations limits a corporation’s ability to hold
or repurchase its own shares. We may only repurchase shares if
we have sufficient free reserves to pay the purchase price, and if
the aggregate nominal value of the repurchased shares does not
exceed 10% of our nominal share capital. Furthermore, we must
create a special reserve in our parent company financial state-
ments in the amount of the purchase price of the acquired shares.
In our consolidated financial statements, own shares are recorded
at cost and reported as treasury shares, resulting in a reduction in
total shareholders’ equity. Shares repurchased by us do not carry
any voting rights at shareholders’ meetings.

We purchased 808.7 million treasury shares and sold or re-
issued 766.1 million treasury shares in 2015, predominantly for
market-making purposes and facilitating customer orders. As of
December 31, 2015, the Group held 5.9 million treasury shares.

» Refer to “Impact of share-based compensation on shareholders’ equity” in IV
— Corporate Governance and Compensation — Compensation — Group compen-
sation for further information.

Purchases and sales of treasury shares

Average
price
Number per share
In million, except where indicated of shares in CHF
2015
January 35.0 20.97
February 52.3 22.567
March 30.0 25.05
April 89.7 25.66
May 56.8 24.63
June 78.3 25.77
July b57.5 27.41
August 59.0 27.10
September 65.1 25.02
October 89.9 23.99
November 121.0 23.22
December 741 21.65
Total purchase of treasury shares 808.7 -
Total sale of treasury shares 766.1 -



Dividends and dividend policy

Under the Swiss Code of Obligations, dividends may be paid out
only if and to the extent the corporation has distributable profits
from previous business years, or if the free reserves of the corpo-
ration are sufficient to allow distribution of a dividend. In addition,
at least 5% of the annual net profits must be retained and booked
as general legal reserves for so long as these reserves amount
to less than 20% of the paid-in share capital. Our reserves cur-
rently exceed this 20% threshold. Furthermore, dividends may be
paid out only after shareholder approval at the Annual General
Meeting (AGM). The Board of Directors may propose that a divi-
dend be paid out, but cannot itself set the dividend. In Switzerland,
the auditors have to confirm whether the appropriation of retained
earnings is in accordance with Swiss law and articles of incorpo-
ration. In practice, the shareholders usually approve the dividend
proposal of the Board of Directors. Dividends are usually due and
payable after the shareholders’ resolution relating to the allocation
of profits has been passed. Under the Swiss Code of Obligations,
the statute of limitations in respect of claiming the payment of divi-
dends that have been declared is five years.

Our dividend payment policy seeks to provide investors with a
stable and efficient form of capital distribution relative to earnings.
The dividend payment made in 2015 for the financial year 2014
was comprised of a distribution of CHF 0.70 per share payable
out of capital contribution reserves in cash or, upon shareholder
election and subject to legal restrictions applicable in sharehold-
ers’ home jurisdictions, a scrip dividend or a combination thereof.
The distribution was free of Swiss withholding tax and was not
subject to income tax for Swiss resident individuals holding the
shares as a private investment. Our Board of Directors will pro-
pose to the shareholders at the AGM on April 29, 2016 a distri-
bution of CHF 0.70 per share out of capital contribution reserves
for the financial year 2015. The distribution will be free of Swiss
withholding tax and will not be subject to income tax for Swiss
resident individuals holding the shares as a private investment. The
distribution will be payable in cash or, subject to any legal restric-
tions applicable in shareholders’ home jurisdictions, in new Group
shares at the option of the shareholder. The Board proposes to
increase the authorized capital to a maximum of CHF 9.2 million
(equivalent to 230,000,000 registered shares), of which CHF 5.2
million (equivalent to 130,000,000 registered shares) are exclu-
sively reserved for servicing a stock dividend or a scrip dividend. In
case the AGM does not support the increase of authorized capital
for stock or scrip dividend, no dividend distribution will take place.
The ex-dividend date has been set to May 19, 2016.

Reflecting our holding company structure, the Group is not
an operating company and holds investments in subsidiaries. It is
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therefore reliant on the dividends of its subsidiaries to pay share-
holder dividends and service its long-term debt. The subsidiaries of
the Group are generally subject to legal restrictions on the amount
of dividends they can pay. The amount of dividends paid by operat-
ing subsidiaries is determined after consideration of the expecta-
tions for future results and growth of the operating businesses.

» Refer to “Proposed distribution out of capital contribution reserves” in VI —
Parent company financial statements — Credit Suisse Group — Proposed appro-
priation of retained earnings and capital distribution for further information on
dividends.

Dividend per ordinary share

usp' CHF
Dividend per ordinary share for the financial year
2014 0.75 0.70
2013 0.79 0.70
20122 0.80 0.75
2011 0.78 0.75
2010 1.48 1.30

! Represents the distribution on each American Depositary Share. For further information,
refer to www.credit-suisse.com/dividend.

2 Distribution consisted of CHF 0.10 (USD 0.11) per share in cash and a stock dividend
with a theoretical value of approximately CHF 0.65 (USD 0.69) per subscription right as
approved at the AGM on April 26, 2013 for the financial year 2012.

Foreign exchange exposure and interest rate management
Foreign exchange risk associated with investments in branches,
subsidiaries and affiliates is managed within defined parameters
that create a balance between the interests of stability of capital
adequacy ratios and the preservation of Swiss franc shareholders’
equity. The decisions regarding these parameters are made by
CARMC and are regularly reviewed. Foreign exchange risk associ-
ated with the nonfunctional currency net assets of branches and
subsidiaries is managed through a combination of forward-looking
and concurrent backward-looking hedging activity, which is aimed
at reducing the foreign exchange rate induced volatility of reported
earnings.

Interest rate risk inherent in banking book activities, such as
lending and deposit taking, is managed through the use of rep-
lication portfolios. Treasury develops and maintains the models
needed to determine the interest rate risks of products that do not
have a defined maturity, such as demand and savings accounts.
For this purpose, a replicating methodology is applied in close
coordination with Risk Management to maximize the stability and
sustainability of spread revenues at the divisions. Further, Treasury
manages the interest exposure of the Bank’s equity to targets
agreed with senior management.
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Risk management

The prudent taking of risk in line with our strategic priorities is fundamental to our business as a leading global bank
and continued to be a key focus area in 2015. During the year, we took additional steps to adapt our business and risk
management practices to reflect changes in our operating environment. In addition, our risk organization has been further
restructured to support our strategic direction and enhance the interconnection of legal entity oversight responsibilities
and global risk functions. We continue to adapt our risk management frameworks to the new Group strategy and struc-

ture announced on October 21, 2015.

KEY RISK DEVELOPMENTS

2015 was a year marked by continued concerns over slowing
global economic growth. While some economies strengthened,
others, particularly emerging economies, were pressured by falling
commaodity prices, depreciating currencies and rising geopolitical
tensions.

China slowdown

During 2015, the slowdown in economic growth in China intensi-
fied, although it stabilized towards the end of the year supported
by monetary and fiscal stimulus measures. A sharp decline in the
Chinese stock market coupled with volatility in international equity
markets had an impact on foreign exchange and commodity mar-
kets. The effects of the slowdown in China spread rapidly to other
emerging market economies, with currency depreciation and high
inflation in certain countries dampening growth. We closely moni-
tor conditions in China for impacts on our exposures, with particu-
lar emphasis on evaluating the effects of an ongoing slowdown in
the Chinese economy on global markets.

Falling commodity prices

Global commodity markets declined throughout 2015, led by
declining demand from China. The slowing Chinese economy led
to reduced imports of key industrial commodities such as iron ore
and copper, resulting in lower prices for these commodities glob-
ally. Energy prices were weakened by an increase in crude oil sup-
ply, accompanied by record high oil storage volumes. Slowing Chi-
nese and emerging market growth also led to decreased demand
for oil and gas, with accelerating energy price declines during the
fourth quarter of 2015. We continue to closely monitor our com-
modity exposures, with particular emphasis on lending exposures
to oil and gas exploration and production companies. The majority
of our loans to these companies are collateralized by oil and gas
reserves.

Emerging markets

Emerging market economies worldwide declined during 2015, as
depreciating currencies and rapidly declining energy prices drove
large-scale oil producers into recession. Russia's economy con-
tracted markedly, driven by a combination of oil price declines and
tight monetary policy. Brazil suffered from rising unemployment
and a surge in inflation, with the government response constrained

by escalating social unrest. We closely monitor and manage our
exposure to emerging markets and remain vigilant in assessing the
impact of geopolitical risks on our businesses.

High yield credit (leveraged finance)

High yield credit markets weakened during 2015, against a back-
drop of slowing economic growth and volatile equity markets.
Credit spreads widened sharply during the second half of the year,
with plunging oil prices leading to deteriorating credit profiles for
energy firms. With declining investor demand for high yield prod-
ucts, market liquidity for high yield bonds and loans decreased. We
continue to closely monitor our leveraged finance exposures amid
challenging market conditions.

Cyber-attacks

Cyber threats are continuously evolving, becoming more sophis-
ticated, targeted and sustained. In anticipation of heightened
regulatory expectations and scrutiny, we strengthened our gov-
ernance in 2015 to ensure that top operational and IT risks are
timely identified and addressed in alignment with our risk appetite.
We regularly assess the effectiveness of our key controls and con-
duct training and awareness activities to mitigate risk. Incidents
with a significant financial or reputational impact or control failure
are reported to the Board and examined in depth to identify root
causes and propose remediation.

Swiss macroeconomic trends

Swiss corporate defaults merited additional scrutiny in 2015 due
to the impact of the SNB'’s decision to discontinue the minimum
exchange rate of CHF 1.20 per euro and lower the interest rate
by 50 basis points to (0.75)% on sight deposits that exceed a
certain threshold. The Swiss economy slowed considerably during
2015, as the strengthening of the Swiss franc led to a reduction
in Swiss exports, decreased domestic consumer spending and
retail sales, and an increase in unemployment. The leisure and
hospitality sector suffered a moderate downturn. The quality of our
credit portfolio remains high, with any impact from the economic
distress mitigated by a large percentage of collateralized loans. We
closely monitor our Swiss loan book in sectors with the highest
expected impact, such as the retail and export industries, in light
of continuing high market volatility and the negative interest rate
environment.



RISK MANAGEMENT OVERSIGHT

Fundamental to our business is the prudent taking of risk in line
with our strategic priorities. The primary objectives of risk man-
agement are to protect our financial strength and reputation, while
ensuring that capital is well deployed to support business activi-
ties. Our risk management framework is based on transparency,
management accountability and independent oversight. Risk man-
agement is an integral part of our business planning process with
strong involvement of senior management and the Board of Direc-
tors (Board).

To meet the challenges of a volatile market environment
and changing regulatory frameworks, we work to continuously
strengthen risk management throughout the Group. We have com-
prehensive risk management processes and sophisticated control
systems. We work to limit the impact of negative developments
that may arise by carefully managing risk concentrations.

Risk governance
Effective risk management begins with effective risk governance.
Our risk governance framework is based on a “three lines of
defense” governance model, where each line has a specific role
and defined responsibilities and works in close collaboration to
identify, assess and mitigate risks.

The first line of defense is the front office, which is responsible
for pursuing suitable business opportunities within the strategic
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risk objectives and compliance requirements of the Group, includ-
ing primary responsibility for compliance with relevant legal and
regulatory requirements and internal controls.

The second line of defense includes functions such as risk
management, legal, compliance and product control. It articulates
standards and expectations for the management of risk and effec-
tiveness of controls, including advising on applicable legal and reg-
ulatory requirements and publishing related policies, and monitors
compliance with the same. The second line of defense is separate
from the front office and acts as an independent control function,
responsible for reviewing and challenging front office activities and
producing independent management information and risk manage-
ment reporting for senior management and regulatory authorities.

The third line of defense is the internal audit function, which
monitors the effectiveness of controls across various functions and
operations, including risk management and governance practices.

Our operations are regulated by authorities in each of the juris-
dictions in which we conduct business. Central banks and other
bank regulators, financial services agencies, securities agencies
and exchanges and self-regulatory organizations are among the
regulatory authorities that oversee our businesses. The © Swiss
Financial Market Supervisory Authority FINMA (FINMA) is our pri-
mary regulator providing global supervision.

» Refer to “Regulation and supervision” in | — Information on the company for
further information.

Key management bodies and committees covering risk management matters

Group / Bank

Board of Directors
Audit Committee

Chief Executive Officer
Executive Board

Valuation Risk
Management Committee
(VARMC)

Capital Allocation & Risk
Management Committee
(CARMC)

Divisional risk management committees'

' Divisional risks may be covered by the respective legal entity risk management committees.

Risk Committee

Risk Processes & Reputational Risk &

Standards Committee
(RPSC)

Sustainability Committee
(RRSC)

Legal entities

m Risk boards and management committees for certain significant legal
entities with independent governance and oversight

m Responsible for assuring local regulatory compliance as well
as defining local risk appetite
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Our governance includes a committee structure and a compre-
hensive set of corporate policies which are developed, reviewed
and approved by the Board, the Executive Board, their respective
committees and the Group Chief Risk Officer (CRO) in accordance
with their respective authority.

» Refer to “Board of Directors” and “Board Committees” in IV — Corporate Gov-
ernance and Compensation — Corporate Governance for further information.

The Board is responsible for our strategic direction, supervision
and control, and for defining our overall tolerance for risk in the
form of a risk appetite statement and overall risk limits. Overall risk
limits are set by the Board in consultation with its Risk Committee.

The Risk Committee is responsible for assisting the Board in
fulfilling its oversight responsibilities by providing guidance regard-
ing risk governance and the development of our risk profile and
capital adequacy, including the regular review of major risk expo-
sures and overall risk limits.

The Audit Committee is responsible for assisting the Board in
fulfilling its oversight responsibilities by monitoring management’s
approach with respect to financial reporting, internal controls,
accounting and legal and regulatory compliance. Additionally, the
Audit Committee is responsible for monitoring the independence
and performance of internal and external auditors.

The Executive Board is responsible for developing and implement-
ing our strategic business plans, subject to approval by the Board.
It further reviews and coordinates significant initiatives for the risk
management function and establishes Group-wide risk policies.
The Group CRO is a member of the Executive Board and repre-
sents the risk management function.

The Capital Allocation & Risk Management Committee (CARMC)
is responsible for supervising and directing our risk profile, rec-
ommending risk limits at the Group level to the Risk Committee
and the Board, establishing and allocating risk limits among the
various businesses, and for developing measures, methodologies
and tools to monitor and manage the risk portfolio. CARMC oper-
ates in three cycles with monthly meetings on a rotating basis.
The asset & liability management cycle reviews the funding and
balance sheet trends and activities, plans and monitors regula-
tory and business liquidity requirements and internal and regu-
latory capital adequacy. The market & credit risks cycle reviews
risk exposures and concentrations, defines and implements risk

management strategies for the Group businesses and sets and
approves risk limits within approved Board limits and other appro-
priate measures to monitor and manage the risk portfolio within
the various Group businesses. In the market & credit risk cycle, the
credit portfolio & provisions review committee, a sub-committee of
CARMC, reviews the quality of the credit portfolio with a focus on
the development of impaired assets and the assessment of related
provisions and valuation allowances. The internal control systems
cycle monitors and analyzes significant legal and compliance risks,
reviews and approves the business continuity program’s alignment
with the corporate strategy on an annual basis, sets limits, caps
and triggers on specific businesses to control significant opera-
tional risk exposure, and reviews and assesses the appropriate-
ness and efficiency of the internal control systems, particularly with
regards to valuation risks and the new business approval process.

The Valuation Risk Management Committee (VARMC) is
responsible for establishing policies regarding the valuation of cer-
tain material assets and the policies and calculation methodologies
applied in the valuation process.

The Risk Processes & Standards Committee (RPSC) reviews
major risk management processes, issues general instructions,
standards and processes concerning risk management, approves
material changes in market, credit and operational risk manage-
ment standards, policies and related methodologies, and approves
the standards of our internal models used for calculating regulatory
capital requirements.

The Reputational Risk & Sustainability Committee (RRSC) sets
policies and reviews processes and significant cases relating to
reputational risks and sustainability issues. It also ensures compli-
ance with our reputational and sustainability policies and oversees
their implementation.

Divisional and legal entity risk management committees review
risk, legal, compliance and internal control matters specific to the
divisions and individual legal entities, respectively.

Risk organization

The risk management function is responsible for providing risk
management oversight and establishing an organizational basis to
manage risk matters.

Our risk organization has been further restructured to support
our new strategic direction and enhance the interconnection of
legal entity risk oversight responsibilities and global risk functions.
We will continue to review our risk management priorities so that
they remain aligned to the Group’s new business priorities.
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Group
Chief Risk Officer

Central functions

Enterprise Risk Risk & Finance Data CRO (o3{0]
Management Analytics and Reporting Change Chief Operating Officer

Legal entity chief risk officers’

Switzerland?
Global functions’

Market & Liquidity
Risk Management

Credit
Risk Management

Operational
Risk Management

Fiduciary
Risk Management

' The role of a divisional chief risk officer is covered either by a legal entity chief risk officer or the head of a global function.

2 Represents chief risk officer of Credit Suisse (Schweiz) AG.
? Represents chief risk officer of Credit Suisse Holdings (USA) Inc. and other US entities.
4 Represents chief risk officer of Credit Suisse Singapore Branch.

° Represents chief risk officer of Credit Suisse International and Credit Suisse Securities (Europe) Limited.

We have strengthened the legal entity chief risk officers organiza-
tion taking into account local regulatory requirements and ascer-
taining that our legal entity oversight approach is accepted by key
regulators. In addition, while maintaining the matrix structure from
a people and business management perspective, the restructur-
ing is expected to improve the Group’s cost transparency along
our legal entities and divisions. The global risk functions continue
to drive our risk appetite, ensure globally harmonized models and
methodologies, execute global regulatory deliverables, provide
global limit frameworks and ensure risk conflict remediation.
The key elements of the risk organization include:

Matrix structure
Our matrix structure reflects the Group’s business strategy and
emphasizes the Group’s legal entity considerations.

The global functions comprise market & liquidity, credit, opera-
tional and fiduciary risk management, and they are accountable
for functional risk oversight and the limit framework at global and
local legal entity level. They are also responsible for functional
models, methodologies and policies and function-related regula-
tory change.

The legal entity chief risk officers provide risk oversight for cer-
tain significant legal entities in the locations of our main operations.

They define the local risk management and risk appetite frame-
works and are responsible for meeting the legal-entity-specific
regulatory requirements.

The divisional chief risk officer roles for Swiss Universal Bank,
International Wealth Management, Asia Pacific, Global Markets,
Investment Banking & Capital Markets and the Strategic Resolu-
tions Unit are intended to ensure alignment of the risk manage-
ment function within our divisions and are undertaken by legal
entity chief risk officers and heads of global functions.

The global functions and the legal entity chief risk officers
jointly manage the functional teams.

Enterprise Risk Management

The Enterprise Risk Management central function, with its head
directly reporting to the Group CRO, strengthens holistic risk cov-
erage. By consolidating our cross-functional and cross-business
risk initiatives in Enterprise Risk Management, we enhance effec-
tiveness and harmonize our overarching risk framework and con-
cepts. The Enterprise Risk Management mandate is focused on
the overarching risk framework including risk appetite and stress
testing, Group risk reporting, model risk management, risk-related
regulatory management and coordination of our reputational risk-
related activities.
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Other central functions

Risk & Finance Data Analytics and Reporting provides consistent
reporting production, analytics and data management shared with
finance functions. CRO Change is responsible for the portfolio of
strategic change programs across the risk management function.
The CRO'’s chief operating officer facilitates business manage-
ment within the risk management function.

Risk culture
We base our business operations on conscious and disciplined
risk-taking. We believe that independent risk management, com-
pliance and audit processes with proper management accountabil-
ity are critical to the interests and concerns of our stakeholders.
Our risk culture is supported by the following principles:
Our risk management policies set out authorities and responsi-
bilities for taking and managing risks;
We establish a clear risk appetite that sets out the types and
levels of risk we are prepared to take;
We actively monitor risks and take mitigating actions where
they fall outside accepted levels;
Breaches of risk limits are identified, analyzed and escalated,
and large, repeated or unauthorized exceptions may lead to
terminations, adverse adjustments to compensation or other
disciplinary action; and
We seek to establish resilient risk controls that promote mul-
tiple perspectives on risk and reduce the reliance on single risk
measures.

We actively promote a strong risk culture where employees are
encouraged to take accountability for identifying and escalating
risks and for challenging inappropriate actions. The businesses
are held accountable for managing all of the risks they generate,
including those relating to employee behavior and conduct, in line
with our risk appetite. Expectations on risk culture are regularly
communicated by senior management, reinforced through policies
and training, and considered in the performance assessment and
compensation processes and, with respect to employee conduct,

assessed by formal disciplinary review committees. We have
established across the Group a set of business conduct behav-
iors that support our desired risk culture. They are designed to
encourage employees to act in ways that reduce the frequency
and impact of operational risk incidents, address the root causes
of past operational risk incidents in the financial services sector
and other relevant industries, and touch on our ability to learn from
past events. Recent initiatives in this area have provided employ-
ees with practical guidance on careful and considered behavior as
well as acting ethically and learning from mistakes.

» Refer to “Conduct risk” in Risk coverage and management for further
information.

RISK APPETITE FRAMEWORK

Overview

We maintain a comprehensive Group-wide risk appetite frame-
work, which is governed by a global policy and provides a robust
foundation for risk appetite setting and management across the
Group. A key element of the framework is a detailed statement
of the Board-approved risk appetite which is aligned to our finan-
cial and capital plans. The framework also encompasses the pro-
cesses and systems for assessing the appropriate level of risk
appetite required to constrain our overall risk profile.

Risk capacity is the maximum level of risk that we can assume
given our current level of resources before breaching any con-
straints determined by capital and liquidity needs, the operational
environment and our responsibilities to depositors, policyholders,
shareholders, investors and other stakeholders. Risk appetite
expresses the aggregate level and types of risk we are willing to
assume within our risk capacity to achieve our strategic objectives
and business plan. Risk profile is a point-in-time assessment of
our net risk exposures aggregated within and across each relevant
risk category and is expressed in a variety of different quantitative
risk metrics and qualitative risk observations. The size of our risk
profile is restricted to the planned level of our risk appetite through
the use of risk controls, such as limits, guidelines, tolerances and
targets.
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Risk capacity

Risk appetite

Risk capacity Maximum level of risk that we can assume given our current level of
resources before breaching any constraints determined by capital and liquidity needs,
the operational environment and our responsibilities to depositors, policyholders, share-
holders, investors and other stakeholders.

Risk appetite Aggregate level and types of risk we are willing to assume within our risk
capacity to achieve our strategic objectives and business plan.

Risk profile Point-in-time assessment of our net risk exposures aggregated within and
across each relevant risk category and expressed in a variety of different quantitative risk

Risk profile

Risk controls
(limits, guidelines,
tolerances and targets)

Risk appetite framework
The Group risk appetite framework is governed by an overarching
global policy that encompasses the suite of specific policies, pro-
cesses and systems with which the risk controls are calibrated and
the risk profile is managed. The framework was updated in 2015
and is guided by the following strategic risk objectives:
maintaining Group-wide capital adequacy above minimum
regulatory requirements under both normal and stressed
conditions:
promoting stability of earnings to support performance in line
with financial objectives;
ensuring sound management of liquidity and funding risk in
normal and stressed conditions:
proactively controlling concentration risks;
managing operational risk to ensure sustainable performance;
minimizing reputational risk; and
managing and controlling business conduct risk.

Group-wide risk appetite is determined in partnership with the
financial and capital planning process on an annual basis, based
on bottom-up forecasts that reflect planned risk usage by the busi-
nesses and top-down, Board-driven strategic risk objectives and
risk appetite. Scenario stress testing of financial and capital plans
is an essential element in the risk appetite calibration process as

metrics and qualitative risk observations.

Risk controls Quantitative and qualitative measures based on forward-looking assump-
tions that allocate our aggregate risk appetite to businesses, legal entities, risk categories,
concentrations and, as appropriate, other levels.

a key means through which our strategic risk objectives, financial
resources and business plans are aligned. The capital plans are
also analyzed using our economic capital coverage ratio, which
provides a further means of assessing bottom-up risk plans with
respect to available capital resources. The risk appetite is approved
through a number of internal governance forums, including joint
approval by both the Group CRO and the CFO, CARMC, the Risk
Committee and subsequently by the Board.

The risk appetite statement is the formal plan, approved by
the Board, for our Group-wide risk appetite. Key divisional alloca-
tions are cascaded from the Group and approved in divisional risk
management committees. Legal entity risk appetites are allocated
from the Group and are approved by the local legal entity board of
directors.

The top-down and bottom-up risk appetite calibration process
includes the following key steps:

Top-down:
Group-level strategic risk objectives are agreed by the Board in
line with our financial and capital objectives.
Top-down risk capacities and risk appetites are determined
with reference to available resources and key thresholds, such
as minimum regulatory requirements.
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A risk appetite statement is determined and approved annually
by the Board, and is based on the strategic risk objectives, the
comprehensive scenario stress testing of our forecasted finan-
cial results and capital requirements, and our economic capi-
tal framework. A semi-annual review of the risk appetite and
capacity levels is performed. The risk appetite statement com-
prises quantitative and qualitative risk measures necessary for
adequate control of the risk appetite across the organization.
The review of the top-down and bottom-up risk appetite levels
and their allocation between divisions and legal entities is per-
formed in the risk appetite review committee, a sub-committee
of the CARMC market & credit risks cycle.

Separate legal entity risk appetite frameworks aligned to local
regulatory requirements are in place for material subsidiaries.
An integrated year-end planning process ensures that individ-
ual legal entity risk appetites are consistent with Group levels.
Divisional risk committees are responsible for allocating risk
appetite within their area based on individual business line
reviews and requirements.

Risk appetite framework - key aspects

Bottom-up:
Planned risk levels and their risk appetite requirements are
provided by the front office business experts in conjunction
with financial and capital plans in order to ensure they are con-
sistent with the business strategy. Risk plans are reviewed by
the relevant risk management committees.
Bottom-up risk forecasts are aggregated across businesses
to assess divisional and Group-wide risk plans and to support
management decisions on variations to existing risk appetite
levels or the possible need for new risk appetite measures.
The effectiveness of risk appetite in support of business
strategy execution and delivery against financial objectives is
assessed via a risk appetite effectiveness framework. This
framework assists senior management and the Board in ensur-
ing that appropriate levels of risk appetite are set and that the
subsequent risk controls are appropriately calibrated.
Risk, financial and capital plans are jointly reviewed and
approved by the Executive Board and the Board.

The following chart provides an overview of key Group-wide quan-
titative and qualitative aspects covered in our risk appetite state-
ment for the Group and their connection to the division-specific
risk appetite statements.

® Economic risk capital limits ® Scenario loss limits

Selected
quantitative
aspects

® | iquidity ratios

® | everage ratios ® Balance sheet size

= Compliance with international and local laws and
Selected regulations
qualitative

® Reputational risk
aspects

= Operational risk tolerance statements

Risk controls
A core aspect of our risk appetite framework is a sound system of
integrated risk controls to maintain our risk profile within our overall
risk appetite. Controls are classified according to type and author-
ity, with the principal control types comprising limits, guidelines
and tolerances. The risk controls restrict our maximum balance
sheet and off-balance sheet exposure given the market environ-
ment, business strategy and financial resources available to absorb
losses.

Limits are binding thresholds that require discussion to avoid
a breach and trigger immediate remediating action if a breach

® Risk-weighted assets

B Economic risk capital limits
= Market risk limits
= Credit risk limits

B QOperational risk tolerance levels

= Avoidance of concentration risks
= Adherence to suitability and appropriateness requirements

= Compliance with industry guidelines and
internal policies

occurs. Guidelines are thresholds which, if breached, require an
action plan to reduce risk below the guideline or to propose, jus-
tify and agree to adjust the guideline. Tolerances are designed
as management thresholds to initiate discussion, and breach of
a tolerance level triggers review by the relevant control authority.
Authority is determined by the approving body and controls are
currently in effect from all key risk governance bodies and com-
mittees including the Board, its Risk Committee and the Executive
Board through CARMC.



We have established a control structure which manages the
Group's risk profile using multiple metrics, including economic risk
capital, © value-at-risk (VaR), scenario analysis and various expo-
sure limits at Group level. The overall risk limits for the Group are
set by the Board in consultation with its Risk Committee and are
binding. In the rare circumstances where a breach of these limits
would occur, it would result in an immediate notification to the
Chairman of the Board's Risk Committee and the Group CEO, and
written notification to the full Board at its next meeting. Following
notification, the Group CRO may approve positions that exceed
the Board limits up to a predefined level and any such approval is
reported to the full Board. Positions that exceed the Board limits
by more than the predefined level may only be approved by the
Group CRO and the full Board acting jointly. In 2015 and 2014, no
Board limits were exceeded.

Dedicated controls are also in place to cover the specific risk
profiles of individual businesses and legal entities. In the context
of the overall risk appetite of the Group, as defined by the limits
set by the Board and its Risk Committee, CARMC is responsible
for allocating divisional risk limits and more specific limits deemed
necessary to control the concentration of risk within individual lines
of business. The divisional risk management committees and the
divisional and legal entity chief risk officers are responsible for allo-
cating risk appetite further into the organization. For this purpose,
they use a detailed framework of individual risk limits designed to
control risk-taking at a granular level by individual businesses and
in the aggregate. The risk controls are intended to:

limit overall risk-taking to the Group’s risk appetite;

trigger senior management discussions with the businesses

involved, risk management and governance committees in

case of substantial change in the overall risk profile;

ensure consistent risk measurement across businesses;

provide a common framework for the allocation of resources to

businesses; and

provide a basis for protecting the Group’s capital base and

meet strategic risk objectives.

The limit framework encompasses specific limits on a large
number of different products and risk type concentrations. For
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example, there are controls over consolidated trading exposures,
the mismatch of interest-earning assets and interest-bearing liabil-
ities, private equity and seed capital. Risk limits allocated to lower
organizational levels within the businesses also include a system of
individual counterparty credit limits. CARMC limits are binding and
generally set close to the planned risk profile to ensure that any
meaningful increase in risk exposures is promptly escalated. The
divisional chief risk officers and certain other members of senior
management have the authority to temporarily increase the divi-
sional risk committee limits by an approved percentage for a period
not to exceed 90 days. A divisional risk committee limit excess is
subject to a formal escalation procedure and the incremental risk
associated with the excess must be approved by the responsible
senior management. The majority of these limits are monitored
on a daily basis. Limits for which the inherent calculation time is
longer are monitored on a weekly basis. A smaller subset of limits
relating to exposures for which the risk profile changes more infre-
quently (for example, those relating to illiquid investments) is moni-
tored on a monthly basis. In 2015, we strengthened the controls
for market risk limit excesses by mandating that the front office
remediate limit excesses within three days upon notification and
by establishing an out-of-policy remediation process with senior
management escalation for exceptions where limit excesses can-
not be remediated within this time frame. Over the course of 2015,
all limit excesses were resolved within the approved period.

While the primary purpose is risk management, risk limits are
also useful tools in the identification of trading misconduct and
unauthorized trading activities. The limit owners are responsible
for reviewing warning triggers for risk limits. They may set warn-
ing triggers for potential limit excesses at any level lower than the
approved limits as deemed appropriate after taking into account
the nature of the underlying business. Strict escalation proce-
dures apply to any limit breaches and depending on the severity
of the excess, the Group CRO or divisional chief executive offi-
cer's approval may be required. Serious excesses are highlighted
in periodic Risk Committee meeting management summaries. An
assessment by the disciplinary review committee and any disciplin-
ary actions that may be taken are considered in the regular perfor-
mance assessment and compensation processes.
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RISK COVERAGE AND MANAGEMENT

Overview

We use a wide range of risk management practices to address
the variety of risks that arise from our business activities. Poli-
cies, limits, guidelines, processes, standards, risk assessment and
measurement methodologies, and risk monitoring and reporting
are key components of our risk management practices. Our risk
management practices complement each other in our analysis of
potential loss, support the identification of interdependencies and

Key risk types overview

interactions of risks across the organization and provide a compre-
hensive view of our exposures. We regularly review and update our
risk management practices to ensure consistency with our busi-
ness activities and relevance to our business and financial strate-
gies. Risk management practices have evolved over time without a
standardized approach within the industry, therefore comparisons
across firms may not be meaningful.

The key risk types, their definitions and key risk evaluation
methods are summarized in the following table.

Liquidity and funding risks: The risk that we do not have the appropriate amount of funding and liquidity

to meet our obligations.

Liquidity coverage ratio, net stable funding ratio, liquidity
barometer, stress testing

Market risk: The risk of financial loss from adverse changes in market prices, including interest rates,
credit spreads, foreign exchange, equity and commodity prices, and other factors such as market volatility
and the correlation of market prices.

Credit risk: The risk of financial loss arising as a result of a borrower or counterparty failing to meet its
financial obligations or as a result of deterioration in the credit quality of the borrower or counterparty.

Operational risk: The risk of financial loss arising from inadequate or failed internal processes, people or
systems, or from external events.

Conduct risk: The risk that poor conduct by the Group, its employees or representatives could result in
clients not receiving fair treatment or fair outcomes from the transactions, damage to the integrity of the
financial markets or the wider financial system, or ineffective competition that disadvantages clients.

Technology risk: The risk of financial loss from failure, exploitation of vulnerabilities or other deficien-
cies in the platforms that support our daily operations and the system applications and infrastructure on
which they reside.

Legal, compliance and regulatory risks: Legal and compliance risks are the risk of loss arising from
the failure to comply with legal obligations, applicable regulations and other related circumstances.
Regulatory risk is the risk that changes in laws may affect our activities.

Reputational risk: The risk that negative perception by our stakeholders may adversely impact client
acquisition and damage our business relationships with clients and counterparties, affecting staff morale
and reducing access to funding sources.

Fiduciary risk: The risk of financial loss arising when the Group or its employees, acting in a fiduciary
capacity as trustee, investment manager or as mandated by law, do not act in the best interest of the client
in connection with the advice and management of our client’s assets including from a product-related
market, credit, liquidity and operational risk perspective.

Strategic risk: The risk of financial loss or reputational damage arising from inappropriate strategic
decisions, ineffective implementation of business strategies or an inability to adapt business strategies in
response to changes in the business environment.

Value-at-risk, sensitivities, economic risk capital, stress
testing

Gross and net loan exposures, commitments, probability
of default, loss given default, exposure at default, poten-
tial future exposure, country exposures, economic risk
capital, stress testing

Risk and control self-assessments, risk and control indi-
cators, internal and external incident data, economic risk
capital, stress testing

A comprehensive assessment for these risk types is
performed both periodically and event-driven.

The results of the analysis impact management actions
such as strategy adjustments, tactical measures,
policy adjustments, event-driven crisis guidelines, staff
training and individual performance measurement.

The risk management actions include both precau-
tionary activities to manage risk and issue resolution
activities to recover from adverse developments.

It is important to both evaluate each risk type separately and
assess their combined impact on the Group, which helps ensure
that our overall risk profile remains within the Group-wide risk
appetite.

The primary evaluation methods used to assess Group-wide
quantifiable risks include economic risk capital and stress testing.
Economic risk capital captures market, credit, operational and cer-
tain other risks and is a key component in our risk appetite frame-
work with limits determined to control aggregate risk. Stress test-
ing captures market, credit and operational risks and provides an

evaluation method capable of capturing both historic and forward-
looking scenarios to ensure that aggregate risks are managed within
the Group-wide risk appetite also under stressed conditions.

The description of our economic risk capital methodology and
our stress testing framework below is followed by a more detailed
description of our key risk types.

» Refer to “Liquidity and funding management” for further information on liquid-
ity and funding risks-related evaluation methods used in our liquidity risk manage-
ment framework and for funding management.



Economic risk capital

Economic risk capital is used as a consistent and comprehensive
tool for capital management, limit monitoring and performance
management. Economic risk capital is our core Group-wide risk
management tool for measuring and reporting the combined
impact from quantifiable risks such as market, credit, operational,
pension, expense and model risks, each of which has an impact on
our capital position.

Under the Basel framework, we are required to maintain a
robust and comprehensive framework for assessing capital ade-
quacy, defining internal capital targets and ensuring that these capi-
tal targets are consistent with our overall risk profile and the current
operating environment. Our economic risk capital model represents
our internal view of the amount of capital required to support our
business activities.

» Refer to “Capital strategy and framework” and “Regulatory capital frame-
work” in Capital management for further information on our capital management
framework.

During 2015, as part of our economic risk capital strategic devel-
opment program to further embed economic risk capital into our
risk appetite framework, we introduced a “gone concern” cover-
age ratio to assess the capital adequacy of our financial plans.
Upon completion of the program, we plan to use the economic
risk capital coverage ratio in our assessment process under two
scenarios: (i) a “going concern” basis, which means that we hold
sufficient capital to absorb losses while remaining in business, and
(ii) a “gone concern” basis, which means that we hold sufficient
capital to fund an orderly resolution.

The gone concern coverage ratio introduced in 2015 strength-
ened our risk capital assessment process by further integrating it
into our risk appetite and risk management frameworks. In order
to implement this, we (i) aligned the definition of loss absorbing
available economic capital with the gone concern concept, (ii) reca-
librated the gone concern economic risk capital coverage ratio
bands to require monitoring and potential action according to cer-
tain thresholds (refer to chart “Economic risk capital coverage ratio
bands") and (jii) introduced strategic buffers to reflect an estimate of
the impact of planned model changes. We updated our economic
risk capital model definitions to reflect the changes implemented
in 2015, and restated the available economic capital and the eco-
nomic risk capital coverage ratio for prior periods to show meaning-
ful trends. We further plan to incorporate the going concern eco-
nomic risk capital coverage ratio into our assessment process and
expand its use across our legal entities.

» Refer to “Methodology and model developments” in Risk review and results —
Economic risk capital review for further information.

Economic risk capital measures risks in terms of economic realities
rather than regulatory or accounting rules and estimates the amount
of capital needed to remain solvent and in business under extreme
market, business and operating conditions over the period of one
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year, given our target financial strength (our long-term credit rating).
Economic risk capital is set to a level needed to absorb unexpected
losses at a confidence level of 99.97%. Our economic risk capital
model is a set of methodologies used for measuring quantifiable
risks associated with our business activities on a consistent basis. It
is calculated separately for position risk (reflecting our exposure to
market and credit risks), operational risk and other risks. Within each
of these risk categories, risks are further divided into subcategories,
for which economic risk capital is calculated using the appropriate
specific methodology. Some of these methodologies are common to
a number of risk subcategories, while others are tailored to the par-
ticular features of single, specific risk types included in position risk,
operational risk and other risks. Economic risk capital is calculated
as the sum of position risk, operational risk and other risks.

Position risk is the level of unexpected loss from our portfolio of
balance sheet and off-balance sheet positions over a one-year
holding period and includes market and credit risks. Position
risk is calculated at a 99% confidence level for risk manage-
ment purposes and converted to a 99.97% confidence level for
capital management purposes. Our position risks categories are
described in the table “Position risk categories”.

To determine our overall position risk, we consider the diversi-
fication benefit across risk types. Diversification benefit represents
the reduction in risk that occurs when combining different, not per-
fectly correlated risk types in the same portfolio and is measured
as the difference between the sum of position risk for the individual
risk types and the position risk calculated for the combined portfo-
lio. Hence, position risk for the combined portfolio is non-additive
across risk types and is lower than the sum of position risk of its
individual risk types due to risk reduction (or benefit) caused by port-
folio diversification. When analyzing position risk for risk manage-
ment purposes, we look at individual risk types before and after
diversification benefit.

Operational risk is the risk of financial loss arising from inadequate
or failed internal processes, people and systems or from exter-
nal events. We use an internal model to calculate the economic
capital requirement for operational risk at a 99.97% confidence
level and a one-year holding period. A loss distribution approach
based on historical data on internal and relevant external losses of
peers is used to generate a loss distribution for a range of potential
operational risk loss scenarios, such as unauthorized trading inci-
dents, business interruption, fraud or other material business dis-
ruptions. The parameters estimated through the quantitative model
are reviewed by business experts and senior management in order
to take account of the business environment and internal control
factors and to reflect a forward-looking view in the estimate. The
capital calculation also includes a component to reflect litigation
events and insurance mitigation. The overall approach is based on
the same principles and methodology of the © AMA model used
for regulatory capital requirements.
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Position risk categories

Position risk categories
Fixed income trading

Risks captured

Foreign exchange rates and volatilities

Interest rate levels and volatilities

Commodity prices and volatilities

Credit spreads and the risk of corporate bond defaults
Life finance and litigation business activities

Equity trading & investments

Equity prices and volatilities

Non-recourse share-backed financing transactions

Liquid hedge funds exposures and fund-linked products

Equity risk arbitrage activities, in particular the risk that an announced merger may not
be completed

Private equity, illiquid hedge funds and other illiquid equity investment exposures

Private banking corporate & retail lending

Potential changes in the creditworthiness of counterparty exposures, mainly in the

Swiss Universal Bank and International Wealth Management divisions and to a lesser
extent in the Asia Pacific division and the Strategic Resolution Unit, and the risk of
counterparty defaults

International lending & counterparty exposures

Potential changes in the creditworthiness of counterparty exposures, mainly in the

Investment Banking & Capital Markets division and to a lesser extent in the Global
Markets division and the Strategic Resolution Unit, and the risk of counterparty defaults

Emerging markets country event risk
Real estate & structured assets

Country events in emerging markets
Commercial real estate activities and structured assets

Residential real estate activities and positions in asset-backed securities

The other risks category includes the following:
Our expense risk measures the potential difference between
expenses and revenues in a severe market event, excluding
the elements captured by position risk and operational risk,
using conservative assumptions regarding the earnings capac-
ity and the ability to reduce the cost base in a crisis situation.
Pension risk is the risk that we, as a plan sponsor, are required
to fund a deficit in employee pension schemes in an extreme
event. It covers fluctuations in our pension plan assets and
liabilities which can lead to potential funding shortfalls. Funding
shortfalls can arise from a decline in asset values and/or an
increase in the present value of liabilities. The shortfall would
need to be funded using available resources. In order to recog-
nize the potential for a funding shortfall, we apply an economic
risk capital charge.
Owned real estate risk is defined as the capital at risk which
arises from fluctuations in the value of buildings owned by the
Group.
Foreign exchange risk is the risk arising from a currency mis-
match between available economic capital and economic risk
capital required.
Corporate interest rate risk is the interest rate risk on our trea-
sury positions.
The impact from deferred share-based compensation awards
captures the economic benefit that may result from covering
our structural short obligations to deliver own shares through
market purchases during times of falling market prices.

Model uncertainty add-on addresses other potential low-prob-
ability events with potential high impact for which limited mar-
ket data exists. It also reflects an estimate of the impacts of
certain planned methodology changes.

Available economic capital is an internal view of the capital avail-
able to absorb losses based on the reported BIS look-through
CET1 capital under © Basel Ill, with economic adjustments applied
to provide consistency with our economic risk capital. It enables
a comparison between capital needs (economic risk capital) and
capital resources (available economic capital).

Economic risk capital coverage ratio is defined as the ratio of capi-
tal available to absorb losses in a gone concern scenario (available
economic capital) to capital needs (economic risk capital). The eco-
nomic risk capital coverage ratio is primarily meant to provide an
assessment of our solvency and reflects our best internal assess-
ment of risk and loss absorbing capacity in an extreme scenario.
Furthermore, the economic risk capital coverage ratio is embed-
ded in our risk appetite framework through our capital adequacy
objective.

The economic risk capital coverage ratio operates with a num-
ber of distinct bands that serve as key control for monitoring and
managing our operational solvency. An economic risk capital cover-
age ratio lower than 125% requires senior management review, fol-
lowed by an action plan at a coverage ratio lower than 110%. Imme-
diate actions such as risk reductions or capital measures would be



triggered at a coverage ratio lower than 100%. The Board has set
the minimum level for this coverage ratio at 80%.

Our economic risk capital framework is governed and maintained by
a dedicated steering committee, which regularly reviews, assesses
and updates the economic risk capital methodology in light of market
and regulatory developments, risk management practice and organi-
zational changes. In addition, the steering committee approves new
methodologies and prioritizes the implementation for its three com-
ponents (position risk, operational risk and other risks).

Stress testing framework

Stress testing or scenario analysis provides an additional approach
to risk management and formulates hypothetical questions, includ-
ing what would happen to our portfolio if, for example, historic or
adverse forward-looking events were to occur. A well-developed
stress testing framework provides a powerful tool for senior man-
agement to identify these risks and also take corrective actions to
protect the earnings and capital from undesired impacts.

Stress testing is a fundamental element of our Group-wide
risk appetite framework included in overall risk management to
ensure that our financial position and risk profile provide sufficient
resilience to withstand the impact of severe economic conditions.
Stress testing results are monitored against limits, used in risk
appetite discussions and strategic business planning, and to sup-
port our internal capital adequacy assessment. Within the risk
appetite framework, CARMC sets Group-wide stressed position
loss limits to correspond to minimum post-stress capital ratios.
Currently, limits are set on the basis of BIS CET1 capital ratios
on a phase-in and look-through basis. Stress tests also form an
integral part of the Group's recovery and resolution plan (RRP).
Within the RRP, stress tests provide the indicative scenario sever-
ity required to reach recovery and resolution capital levels.

Stress testing provides key inputs for managing the following
objectives of the risk appetite framework:

Ensuring Group-wide capital adequacy on both a regula-
tory basis and under stressed conditions: We run a suite of
scenarios on forecasted financial metrics such as revenues,
expenses, pre-tax income and © risk-weighted assets. The
post-stress capital ratios are assessed against the risk appe-
tite of the Group.

Maintaining stable earnings: We mainly use stress testing to

quantitatively assess earnings stability risk. Earnings-loss-trig-

gers are established and monitored to contain excessive risk-
taking which could compromise our earnings stability.

We also conduct externally defined stress tests that meet the spe-
cific requirements of regulators. For example, as part of various
regular stress tests and analysis, © FINMA requires a semi-annual
loss potential analysis that includes an extreme scenario that sees
European countries experience a severe recession resulting from
the worsening of the European debt crisis.
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Stress tests are carried out to determine stressed position losses,
earnings volatility and stressed capital ratios using historical, for-
ward-looking and reverse stress testing scenarios. The scope of
stress testing includes market, credit default, operational, business
and pension risk. Stress tests also include the scenario impact on
risk-weighted assets through changes to market, credit and opera-
tional components.

We use historical stress testing scenarios to consider the
impact of market shocks from relevant periods of extreme market
disturbance. Standardized severity levels allow comparability of
severity across differing risk types. The calibration of bad day, bad
week, severe event and extreme event scenarios involves the iden-
tification of the worst moves that have occurred in recent history.
Severe flight to quality is our main scenario used for Group-wide
stress testing and risk appetite setting. It is a combination of mar-
ket shocks and defaults that reflects conditions similar to what fol-
lowed the Lehman collapse during the fourth quarter of 2008. The
severe flight to quality scenario assumes a severe market crash
in equity and commodity markets, along with a widening of credit
spreads and stressed default rates.

We use forward-looking stress testing scenarios to comple-
ment historical scenarios. The forward-looking scenarios are cen-
tered on potential macroeconomic, geopolitical or policy threats. A
risk council comprised of internal economists, front office and rep-
resentatives of the risk management function discusses the back-
drop to several forward-looking scenarios. The risk council reviews
a wide range of scenarios and selects those that are most relevant
to the analysis of key macroeconomic shocks. Some examples
of forward-looking scenarios include US and European country
recessions, Middle East conflict and the impact of monetary policy
changes by central banks. Various scenarios are also used to miti-
gate concentration risks across the entire firm, such as the credit
concentration scenario. During 2015, the Group focused on the
following forward-looking scenarios:

Ending of credit cycle: there is a tightening in credit markets

originating in the US following abrupt interest rate increases,

and the US economy slides into a deep and prolonged reces-
sion with a substantial increase in default rates that then
spreads globally.

Greece exit scenarios: two scenarios reflected with differing

degrees of severity resulting from an exit from the eurozone

by Greece. In the first scenario, the exit by Greece is disor-
derly resulting from strict disciplinary actions by the authori-
ties within the EU, leading markets to consider the eurozone
as a conditionally (rather than irrevocably) fixed exchange rate
regime, with credit spreads for selected eurozone countries

permanently widening. By contrast, a second scenario of a

managed exit of Greece results in efforts to bolster risk shar-

ing and deepen integration among the remaining eurozone
countries, leading to narrower credit spreads and lower risk
premiums over the medium term after an initial spike.

Emerging markets hard landing scenario: a slowdown in a

major Asian economy, driven by defaults in the non-regulated
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part of its finance industry, exacerbates falling investor confi-
dence. Massive capital flight from emerging markets causes
overall emerging markets gross domestic product growth to
decline significantly, impacting growth in the eurozone and US
economies.

The scenarios are reviewed and updated regularly as markets and
business strategies evolve.

We use reverse stress testing scenarios to complement tradi-
tional stress testing and enhance our understanding of business
model vulnerabilities. Reverse stress testing scenarios define a
range of severe adverse outcomes and identify what could lead to
these outcomes. The more severe scenarios include large counter-
party failures, sudden shifts in market conditions, operational risk
events, credit rating downgrades and the shutdown of wholesale
funding markets.

Our stress testing framework is comprehensive and governed by
a dedicated steering committee. The scenario steering commit-
tee reviews the scenario methodology and approves changes to
the scenario framework. Stress tests are conducted on a regular
basis and the results, trend information and supporting analysis are
reported to the Board, senior management, the business divisions
and regulators.

Market risk

Market risk is the risk of financial loss arising from movements
in market prices. The movements in market prices that generate
financial losses are considered to be adverse changes in interest
rates, credit spreads, foreign exchange rates, equity and commod-
ity prices and other factors, such as market volatility and the corre-
lation of market prices. A typical transaction or position in financial
instruments may be exposed to a number of different market risks.
Our trading portfolios (trading book) and non-trading portfolios
(banking book) have different sources of market risk.

Market risks arise from both our trading and non-trading business
activities. The classification of assets into trading book and bank-
ing book portfolios determines the approach for analyzing our mar-
ket risk exposure. This classification reflects the business and risk
management perspective and may be different from the classifica-
tion of these assets for financial reporting purposes.

Market risks from our trading book relate to our trading activities
primarily in Global Markets. Our trading book, as determined for
risk management purposes, typically includes fair-valued positions
only, primarily of the following balance sheet items: trading assets
and trading liabilities, investment securities, other investments,
other assets (mainly derivatives used for hedging, loans and real

estate held-for-sale), short-term borrowings, long-term debt and
other liabilities (mainly derivatives used for hedging).

We are active in most of the principal trading markets of the
world, using the majority of common trading and hedging prod-
ucts, including derivatives such as swaps, futures, options and
structured products. Some of the structured products are cus-
tomized transactions using combinations of derivatives and are
executed to meet specific client or proprietary needs. As a result
of our broad participation in products and markets, our trading
strategies are correspondingly diverse and exposures are generally
spread across a range of risks and locations.

The market risks associated with the embedded derivative ele-
ments of our structured products are actively monitored and man-
aged on a portfolio basis as part of our overall trading book and
are reflected in our © VaR measures.

Market risks from our banking book primarily relate to asset and
liability mismatch exposures, equity participations and investments
in bonds and money market instruments. Our businesses and
the treasury function have non-trading portfolios that carry mar-
ket risks, mainly related to changes in interest rates but also to
changes in foreign exchange rates, equity prices and, to a lesser
extent, commodity prices. Our banking book, as determined for
risk management purposes, includes a majority of the following
balance sheet items: loans, central bank funds sold, securities pur-
chased under resale agreements and securities borrowing trans-
actions, cash and due from banks, brokerage receivables, due to
banks, customer deposits, central bank funds purchased, securi-
ties sold under © repurchase agreements and securities lending
transactions, brokerage payables, selected positions of short-term
borrowings and long-term debt, and other assets and liabilities not
included in the trading portfolio.

We assume interest rate risks in our banking book through
lending and deposit taking, money market and funding activities,
and the deployment of our consolidated equity as well as other
activities, including market making and trading activities involv-
ing banking book positions at the divisions. Savings accounts and
many other retail banking products have no contractual maturity
date or direct market-linked interest rate and are risk-managed
on a pooled basis using replication portfolios on behalf of our pri-
vate banking, corporate and institutional businesses. The replica-
tion portfolios approximate the interest rate characteristics of the
underlying products. This particular source of market risk is moni-
tored on a daily basis. The treasury function is responsible for the
modeling and monitoring of the replication portfolios.

We use market risk measurement and management methods
capable of calculating comparable exposures across our many
activities and focused tools that can model unique characteristics
of certain instruments or portfolios. The tools are used for inter-
nal market risk management, internal market risk reporting and



external disclosure purposes. Our principal market risk measure-
ment is VaR. In addition, our market risk exposures are reflected
in scenario analysis, as included in our stress testing framework,
position risk, as included in our economic risk capital, and sensitiv-
ity analysis. Each evaluation method aims to estimate the potential
loss that we can incur due to an adverse market movement over
a defined holding period with a specified confidence level. VaR,
scenario analysis, position risk and sensitivity analysis complement
each other in our market risk assessment and are used to measure
market risk at the Group level. Our risk management practices are
regularly reviewed to ensure they remain appropriate.

For the purpose of this disclosure, market risk in the trading
book is measured using VaR and market risk in our banking book
is measured using sensitivity analysis on related market factors.

VaR is a risk measure which quantifies the potential loss on a given
portfolio of financial instruments over a certain holding period that
is expected to occur at a certain confidence level. VaR can be
applied for all financial instruments with sufficient price histories.
Positions are aggregated by risk category rather than by product.
For example, interest rate risk VaR includes the risk of fluctua-
tions in interest rates arising from interest rate, foreign exchange,
equity and commodity options, money market and swap transac-
tions and bonds. The use of VaR allows the comparison of risk in
different businesses, such as fixed income and equity, and also
provides a means of aggregating and netting a variety of posi-
tions within a portfolio to reflect actual correlations between differ-
ent assets, applying the concept of portfolio diversification benefit
described above for position risk. Our VaR model is designed to
take into account a comprehensive set of risk factors across all
asset classes.

VaR is an important tool in risk management and is used for
measuring quantifiable risks from our activities exposed to market
risk on a daily basis. In addition, VaR is one of the main risk mea-
sures for limit monitoring, financial reporting, calculation of regula-
tory capital and regulatory © backtesting.

Our VaR model is predominantly based on historical simula-
tion which derives plausible future trading losses from the analysis
of historic market prices. The model is responsive to changes in
volatility through the use of exponential weighting, which applies
a greater weight to more recent events, and the use of expected
shortfall equivalent measures to ensure all significant events are
included in the model. We use the same VaR model for risk man-
agement (including limit monitoring and financial reporting), reg-
ulatory capital calculation and regulatory backtesting purposes,
except for the confidence level and holding period used and the
scope of financial instruments considered.

For our ©risk management VaR, we use a two-year historical
dataset, a one-day holding period and a 98% confidence level.
This means that we would expect daily mark-to-market trading
losses to exceed the reported VaR not more than twice in 100
trading days over a multi-year observation period. This measure
captures risks in trading books only and includes securitization
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positions. It is more closely aligned to the way we consider the
risks associated with our trading activities. Our VaR used for limit
monitoring purposes also uses a two-year historical dataset, a
one-day holding period and a 98% confidence level. This measure
includes positions from both the trading book and the banking
book and also includes securitization positions.

For regulatory capital purposes, we operate under the

Basel Ill market risk framework which includes the following
components for the calculation of regulatory capital: © regulatory
VaR, regulatory VaR for backtesting purposes, © stressed VaR,

IRC and the impact of changes in a counterparty’s credit
spreads (also known as © CVA). The regulatory VaR for capital
purposes uses a two-year historical dataset, a ten-day holding
period and a 99% confidence level. This measure captures risks
in the trading book only and excludes securitization positions as
these are treated under the securitization approach for regulatory
purposes. The regulatory VaR for backtesting purposes uses a
two-year historical dataset, a one-day holding period and a 99%
confidence level. This measure captures risks in the trading book
and includes securitization positions. Stressed VaR replicates the
regulatory VaR calculation on the Group’s current portfolio over a
continuous one-year observation period that results in the highest
VaR. The continuous one-year observation period on a historical
dataset starting in 2006 avoids the smoothing effect of the two-
year dataset used for our risk management and regulatory VaR,
allows for a longer history of potential loss events and helps reduce
the pro-cyclicality of the minimum capital requirements for market
risk. IRC is a regulatory capital charge for default and migration
risk on positions in the trading books and intended to complement
additional standards being applied to the VaR modeling frame-
work, including stressed VaR.

Assumptions used in our market risk measurement methods
for regulatory capital purposes are compliant with the standards
published by the BCBS and other related international standards
for market risk management. We have approval from © FINMA, as
well as from certain other regulators of our subsidiaries, to use our
regulatory VaR model in the calculation of trading book market risk
capital requirements. We continue to receive regulatory approval
for ongoing enhancements to the methodology, and the model is
subject to regular reviews by regulators.

Information required under Pillar 3 of the Basel framework
related to risk is available on our website at www.credit-suisse.
com/pillar3.

» Refer to “Risk measurement models” in Capital management — Regulatory
capital framework for further information on the use of our regulatory VaR model
in the calculation of trading book market risk capital requirements.

The VaR model uses assumptions and estimates that we believe
are reasonable, but VaR only quantifies the potential loss on a
portfolio based on the behavior of historical market conditions. The
main assumptions and limitations of VaR as a risk measure are:
VaR relies on historical data to estimate future changes in
market conditions, which may not capture all potential future
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outcomes, particularly where there are significant changes in
market conditions, such as increases in volatilities;

Although VaR captures the relationships between risk fac-
tors, these relationships may be affected by stressed market
conditions:

VaR provides an estimate of losses at a specified confidence
level, which means that it does not provide any information
on the size of losses that could occur beyond that confidence
level;

VaR is based on either a one-day (for internal risk manage-
ment, backtesting and disclosure purposes) or a ten-day (for
regulatory capital purposes) holding period. This assumes that
risks can be either sold or hedged over the holding period,
which may not be possible for all types of exposure, particularly
during periods of market illiquidity or turbulence; and

VaR is calculated using positions held at the end of each busi-
ness day and does not include intra-day exposures.

To mitigate some of the VaR limitations and estimate losses asso-
ciated with unusually severe market movements, we use other
metrics designed for risk management purposes and described
above, including stressed VaR, position risk and scenario analysis.

For some risk types there can be insufficient historical data for
a calculation within the Group’s VaR model. This often happens
because underlying instruments may have traded only for a limited
time. Where we do not have sufficient market data, either mar-
ket data proxies or extreme parameter moves for these risk types
are used. Market data proxies are selected to be as close to the
underlying instrument as possible. Where neither a suitable market
dataset nor a close proxy is available, extreme parameter moves
are used which are aggregated assuming a zero correlation.

Risks that are not currently implemented within the Group’s
VaR model such as certain basis risks, higher order risks and cross
risks between asset classes are captured through © risk not in
VaR (RNIV) calculations. RNIV is also used if accurate sensitivity
analysis cannot be performed for the respective risks.

We use a risk factor identification process to ensure that risks
are identified and measured correctly. There are two parts to this
process. First, the market data dependency approach systemati-
cally determines the risk requirements based on data inputs used
by front-office pricing models and compares this with the risk
types that are captured by the Group’s VaR model and the RNIV
framework. Second, the product-based approach is a qualitative
analysis of product types to identify the risk types that those prod-
uct types would be exposed to. A comparison is again made with
the risk types that are captured in the VaR and RNIV frameworks.
Through this process, risks that are not yet captured in the VaR
model or the RNIV framework are identified. A plan for including
these risks in one or the other framework can then be devised.
RNIV is captured in our economic risk capital framework.

Various techniques are used to assess the accuracy of the VaR
methodology used for risk management and regulatory purposes.

Backtesting is used to assess the accuracy of the regulatory VaR
model. The purpose of the VaR backtesting process is to assess
the accuracy and performance of our regulatory VaR model, to
assess if our regulatory capital is sufficient to absorb actual losses,
and to encourage developments to our VaR model. Backtesting
involves comparing the results produced by the VaR model with
the actual daily trading revenue. Actual daily trading revenues for
the purpose of this backtesting are defined as gains and losses
arising from our trading activities, including mark-to-market gains
and losses, the net cost of funding, and fees and commissions.
Actual daily trading revenues do not include gains and losses
resulting from valuation adjustments associated with counterparty
and own credit exposures. A backtesting exception occurs when
a trading loss exceeds the daily VaR estimate. Statistically, at the
overall Group level, given the 99% confidence level and the one-
day holding period used in the regulatory VaR model for backtest-
ing purposes, we would expect daily trading losses to exceed the
calculated daily VaR not more than once in 100 trading days over a
multi-year observation period.

For capital purposes, FINMA, in line with BIS requirements,
uses a multiplier to impose an increase in market risk capital
for every regulatory VaR exception over four in the prior rolling
12-month period calculated using a subset of actual daily trading
revenues. The subset of actual daily trading revenues is defined on
a consistent basis as the gains and losses for the regulatory VaR
model but excludes non-market elements such as fees, commis-
sions, non-market-related provisions, gains and losses from intra-
day trading, cancellations and terminations.

Like other sophisticated models, our VaR model is subject to inter-
nal governance including validation by a team of modeling experts
independent from the model developers. Validation includes iden-
tifying and testing the model’s assumptions and limitations, inves-
tigating its performance through historical and potential future
stress events, and testing that the live implementation of the
model behaves as intended. We employ a range of different con-
trol processes to help ensure that the models used for market risk
remain appropriate over time. As part of these control processes,
a dedicated VaR governance steering committee meets regularly
to review model performance and approve any new or amended
models.

Market risks associated with our banking book positions are
measured, monitored and limited using several tools, including
economic risk capital, scenario analysis, sensitivity analysis and
VaR. For the purpose of this disclosure, the aggregated market
risks associated with our banking book positions are measured
using sensitivity analysis. Sensitivity analysis is a technique used
to determine how different values of an independent variable
will impact a particular dependent variable under a given set of
assumptions. The sensitivity analysis for the banking book posi-
tions measures the potential change in economic value resulting



from specified hypothetical shocks to market factors. It is not a
measure of the potential impact on reported earnings in the cur-
rent period, since the banking book positions generally are not
marked to market through earnings.

Credit valuation adjustments are modifications to the measure-
ment of derivative assets used to reflect the credit risk of coun-
terparties. © Debit valuation adjustments are modifications to the
measurement of derivative liabilities used to reflect an entity’s own
credit risk. VaR excludes the impact of changes in both counter-
party and our own credit spreads on derivative products.

Credit risk

Credit risk is the risk of financial loss arising as a result of a bor-
rower or counterparty failing to meet its financial obligations or
as a result of deterioration in the credit quality of the borrower or
counterparty. In the event of a counterparty default, a bank gener-
ally incurs a loss equal to the amount owed by the debtor, less any
recoveries from foreclosure, liquidation of collateral, or the restruc-
turing of the debtor company. A change in the credit quality of a
counterparty has an impact on the valuation of assets measured at

fair value, with valuation changes recorded in the consolidated
statements of operations.

The majority of our credit risk is concentrated in our private bank-
ing, corporate and institutional as well as investment banking busi-
nesses. Credit risk arises from lending products, irrevocable loan
commitments, credit guarantees and letters of credit, and results
from counterparty exposure arising from © derivatives, foreign
exchange and other transactions.

Effective credit risk management is a structured process to assess,
measure, monitor and manage risk on a consistent basis. This
requires careful consideration of proposed extensions of credit, the
setting of specific limits, monitoring during the life of the exposure,
active use of credit mitigation tools and a disciplined approach to
recognizing credit impairment.

Our credit risk management framework covers virtually all
of the Group's credit exposure and includes the following core
components:

individual counterparty rating systems;

transaction rating systems;

a counterparty credit limit system;

country concentration limits;

industry concentration limits;

product limits;

risk-based pricing methodologies;

active credit portfolio management; and

a credit risk provisioning methodology.
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We employ a set of credit ratings for the purpose of internally rat-
ing counterparties to whom we are exposed to credit risk as the
contractual party, including with respect to loans, loan commit-
ments, securities financings or © OTC derivative contracts. Credit
ratings are intended to reflect the risk of default of each counter-
party. Ratings are assigned based on internally developed rating
models and processes, which are subject to governance and inter-
nally independent validation procedures.

Our internal ratings may differ from a counterparty’s exter-
nal ratings, if one is available. Internal ratings for consumer loans
and for corporates managed on the Swiss platform are regularly
reviewed depending on loan type, client segment, collateral or
event-driven developments. Internal ratings for all other corpo-
rate and institutional credit facilities are reviewed at least annu-
ally. For the calculation of internal risk estimates (e.g., an esti-
mate of expected loss in the event of a counterparty default) and
risk-weighted assets, a © probability of default (PD), © loss given
default (LGD) and © exposure at default (EAD) are assigned to
each facility. These three parameters are primarily derived from
internally developed statistical models that have been backtested
against internal experience, validated by a function independent
of the model owners on a regular basis and approved by our main
regulators for application in the regulatory capital calculation in the

A-IRB approach under the Basel framework.

For corporates managed on the Swiss platform, consumer
loans, and since 2015 the majority of all other corporate and insti-
tutional counterparties, an internal rating or a PD is calculated
directly by proprietary statistical rating models. These models are
based on internally compiled data comprising both quantitative (pri-
marily balance sheet information for corporates and loan-to-value
(LTV) ratio and the borrower’s income level for mortgage lending)
and qualitative factors (e.g., credit histories from credit reporting
bureaus). For models calculating a PD, an equivalent rating based
on the Standard & Poor’s rating scale is assigned based on the
PD band associated with each rating, which is used for disclosure
purposes.

For the remaining corporate and institutional facilities not
yet using a statistical rating model, a PD is determined through
an internal rating assigned on the basis of a structured expert
approach. Internal credit ratings are based on an analysis and eval-
uation of both quantitative and qualitative factors concentrating on
economic trends and financial fundamentals. Credit officers make
use of peer analysis, industry comparisons, external ratings and
research as well as the judgment of credit experts for the purpose
of their analysis. The PD for each internal rating is calibrated to
historical default experience using internal data and external data
from Standard & Poor’s.

LGD represents the expected loss on a transaction should a
default occur, and our LGD models consider the structure, col-
lateral, seniority of the claim, counterparty industry, recovery costs
and downturn conditions.

EAD represents the expected exposure in the event of a
default. Off-balance sheet exposures are converted into expected
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EADs through the application of a credit conversion factor which is
modeled using internal data.

We use internal rating methodologies consistently for the pur-
poses of approval, establishment and monitoring of credit lim-
its and credit portfolio management, credit policy, management
reporting, risk-adjusted performance measurement, economic risk

capital measurement and allocation and financial accounting. This
approach also allows us to price transactions involving credit risk
more accurately, based on risk/return estimates.

Our internal rating grades are mapped to the Group's internal
masterscale. The PDs assigned to each rating grade are reflected
in the following table.

Credit Suisse counterparty ratings

Ratings PD bands (%) Definition S&P Fitch

AAA 0.000-0.021 Substantially AAA AAA
risk free

AA+ 0.021-0.027 Minimal risk AA+ AA+

AA 0.027-0.034 AA AA

AA- 0.034-0.044 AA- AA-

A+ 0.044-0.056 Modest risk A+ A+

A 0.056-0.068 A A

A- 0.068-0.097 A- A-

BBB+ 0.097-0.167 Average risk BBB+ BBB+

BBB 0.167-0.285 BBB BBB

BBB- 0.285-0.487 BBB- BBB-

BB+ 0.487-0.839 Acceptable risk BB+ BB+

BB 0.839-1.442 BB BB

BB- 1.442-2.478 BB- BB-

B+ 2.478-4.269 High risk B+ B+

B 4.9259-7.311 B B

B- 7.311-12.550 B- B-

CCC+ 12.650-21.543 Very high CCC+ CCC+

CCC 21.543-100.00 risk CCC CCC

CCC- 21.543-100.00 CCcC- CCC-

CcC 21.5643-100.00 CcC CcC

C 100 Imminent or C C

D1 Risk of default actual loss D D

D2 has materialized

Moody’s Details

Aaa Extremely low risk, very high long-term
stability, still solvent under extreme conditions

Aal Very low risk, long-term stability, repayment

Aa2 sources sufficient under lasting adverse

Aa3 conditions, extremely high medium-term stability

Al Low risk, short- and medium-term stability, small adverse

A2 developments can be absorbed long term, short- and

A3 medium-term solvency preserved in the event of serious
difficulties

Baal Medium to low risk, high short-term stability, adequate

Baa?2 substance for medium-term survival, very stable short

Baa3 term

Bal Medium risk, only short-term stability, only capable of

Ba2 absorbing minor adverse developments in the medium term,

Ba3 stable in the short term, no increased credit risks expected
within the year

B1 Increasing risk, limited capability to absorb

B2 further unexpected negative developments

B3

Caal High risk, very limited capability to absorb

Caa2 further unexpected negative developments

Caa3

Ca

C Substantial credit risk has materialized, i.e., counterparty

is distressed and/or non-performing. Adequate specific
provisions must be made as further adverse developments
will result directly in credit losses.

Transactions rated C are potential problem loans; those rated D1 are non-performing assets and those rated D2 are non-interest earning.

Credit limits are used to manage individual counterparty credit risk.
A system of limits is also established to address concentration risk
in the portfolio, including a comprehensive set of country limits
and limits for certain products and industries. In addition, credit
risk concentration is regularly supervised by credit and risk man-
agement committees, taking current market conditions and trend
analysis into consideration. A rigorous credit quality review process
provides an early identification of possible changes in the cred-
itworthiness of clients and includes regular asset and collateral
quality reviews, business and financial statement analysis, and rel-
evant economic and industry studies. Regularly updated watch lists
and review meetings are used for the identification of counterpar-
ties that could be subject to adverse changes in creditworthiness.

Our regular review of the credit quality of clients and counterpar-
ties does not depend on the accounting treatment of the asset or
commitment. We regularly review the appropriateness of allow-
ances for credit losses. Changes in the credit quality of counter-
parties of loans held at fair value are reflected in valuation changes

recorded directly in revenues, and therefore are not part of the
impaired loans balance. Impaired transactions are further clas-
sified as potential problem exposure, non-performing exposure,
non-interest-earning exposure or restructured exposure, and the
exposures are generally managed within credit recovery units. The
credit portfolio & provisions review committee regularly determines
the adequacy of allowances.

We maintain specific valuation allowances on loans valued at amor-
tized cost, which we consider a reasonable estimate of losses identi-
fied in the existing credit portfolio. We provide for loan losses based
on a regular and detailed analysis of all counterparties, taking col-
lateral value into consideration. If uncertainty exists as to the repay-
ment of either principal or interest, a specific valuation allowance is
either created or adjusted accordingly. The specific allowance for
loan losses is revalued by Group credit risk management at least
annually or more frequently depending on the risk profile of the bor-
rower or credit relevant events.

In accordance with accounting principles generally accepted
in the US (US GAAP), an inherent loss allowance is estimated



for all loans not specifically identified as impaired and that, on a
portfolio basis, are considered to contain inherent losses. Inherent
losses in the lending portfolio of the private banking, corporate and
institutional businesses are determined based on current internal
risk ratings, collateral and exposure structure, applying historical
default and loss experience in the ratings and loss parameters. In
the investment banking businesses, inherent losses on loans are
estimated based on a model using long-term industry-wide histori-
cal default and recovery data taking into account the credit rating
and industry of each counterparty. A separate component of the
calculation reflects the current market conditions in the allowance
for loan losses. Qualitative adjustments to reflect current mar-
ket conditions or any other factors not captured by the model are
approved by management and reflected in the allowance for loan
losses. A provision for inherent losses on off-balance sheet lend-
ing-related exposure, such as contingent liabilities and irrevocable
commitments, is also determined, using a methodology similar to
that used for the loan portfolio.

We actively manage our credit exposure utilizing credit hedges,
collateral and guarantees. Collateral is security in the form of an
asset, such as cash and marketable securities, which serves to
mitigate the inherent risk of credit loss and to improve recoveries in
the event of a default.

Collateral valuation and management
The policies and processes for collateral valuation and management
are driven by legal documentation that is agreed with our counterpar-
ties and an internally independent collateral management function.

For portfolios collateralized by marketable securities, collateral
is valued daily, except as agreed otherwise in contracts or other
legal documentation. The mark-to-market prices used for valuing
collateral are a combination of Group-internal and market prices
sourced from trading platforms and service providers, as appropri-
ate. The management of collateral is standardized and centralized
to ensure complete coverage of traded products.

For the mortgage lending portfolios in our private banking, cor-
porate and institutional businesses, real estate property is valued
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at the time of credit approval and periodically thereafter, according
to our internal policies and controls, depending on the type of loan
(e.g., residential or commercial loan) and LTV ratio.

Primary types of collateral
The primary types of collateral typically depend on the type of
credit transaction.

Collateral securing foreign exchange transactions and OTC
trading activities primarily includes cash and US treasury instru-
ments, © G10 government securities and corporate bonds.

Collateral securing loan transactions primarily includes finan-
cial collateral pledged against loans collateralized by securities
of clients in our private banking, corporate and institutional busi-
nesses (primarily cash and marketable securities), real estate
property for mortgages, mainly residential, but also multi-family
buildings, offices and commercial properties, and other types of
lending collateral such as accounts receivable, inventory, plant and
equipment.

Credit risk is managed and controlled by Group credit risk manage-
ment, an independent function within the risk management area
and governed by a framework of policies and procedures. Key pro-
cesses are reviewed through supervisory checks on a regular basis
by management, including the functional area head.

In 2015, we strengthened the Credit Risk Review (CCR) func-
tion and established a direct reporting line to the Board’s Risk
Committee. CCR is a control function independent from credit risk
management and provides regular assessments of the Group's
credit exposures and credit risk management practices. CCR is
responsible for performing cycled and continuous credit monitoring
activities, including (i) identifying credit exposures with potential
weaknesses, (i) assessing the accuracy and consistency of Group
counterparty and transaction ratings, (iii) assessing compliance
with internal and regulatory requirements for credit risk manage-
ment, (iv) ensuring compliance with regulatory and supervisory
statements where CRR is designated as a control function, and
(v) reporting trends and material review recommendations to the
Risk Committee and senior management.
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Operational risk

Operational risk is the risk of financial loss arising from inadequate or
failed internal processes, people or systems, or from external events.

Operational risk is inherent in most aspects of our business,
including the systems and processes that support our activities. It
comprises a large number of disparate risks that can manifest in a
variety of ways. Particularly relevant examples of operational risk
include the risk of fraudulent transactions, trade processing errors,
business disruptions, failures in regulatory compliance, defective
transactions, and unauthorized trading events. Operational risk can
arise from human error, inappropriate conduct, failures in systems,
processes and controls, or natural and man-made disasters.

Operational risk framework

The diverse nature and wide extent of operational risk makes it
inherently difficult to measure. We believe that effective manage-
ment of operational risk requires a common Group-wide opera-
tional risk framework that focuses on the early identification,
recording, assessment, monitoring, prevention and mitigation of
operational risks, as well as timely and meaningful management
reporting. We started to introduce our current operational risk
framework in 2013, which improved the integration of previously
separate operational risk processes, providing a more coherent
approach to managing all aspects of the operational risk land-
scape. Over the past three years, we have redesigned the frame-
work, introducing new components and upgrading existing com-
ponents with a particular focus on ensuring that the components
work well together. The following diagram provides a representa-
tion of the main components of our operational risk framework.

Governance and policies

Operational risk appetite

Inputs

Operational risk register

Risk and control self-assessment

Internal control assessment

Assess controls

Identify inherent risks

Outputs

Risk and control indicators

Accept or remediate
residual risks

Incident data

Monitor risk levels

Conduct and behavior

The operational risk framework provides a structured approach to
managing operational risk. It seeks to apply consistent standards
and techniques for evaluating risks across the Group while provid-
ing individual businesses with sufficient flexibility to tailor specific
components to their own needs, as long as they meet Group-wide
minimum standards. The main components of the operational risk
framework are described below:
Governance and policies: The operational risk framework relies
on an effective governance process that establishes clear roles
and responsibilities for managing operational risk and defines
appropriate escalation processes for outcomes that are out-
side expected levels. We utilize a comprehensive set of policies
and procedures that set out how employees are expected to
conduct their activities.
Operational risk appetite: This determines our approach to risk-
taking and articulates the motivations for taking, accepting or

avoiding certain types of risks or exposures. Senior manage-
ment expresses their risk appetite in terms of quantitative tol-
erance levels that apply to operational risk incidents and quali-
tative statements covering outcomes that should be avoided.
They define their risk appetite with the relevant risk manage-
ment committees in agreement with the operational risk man-
agement function.

Operational risk register: The register comprises a catalog
of inherent operational risks arising as a consequence of our
business activities. It provides a consistent approach for clas-
sifying operational risks across the Group which ensures that
they are treated consistently by other operational risk frame-
work components using the appropriate processes and tools.
Internal control assessment: We utilize a comprehensive set of
internal controls that are designed to ensure that our activities
follow agreed policies and that processes operate as intended.



Certain key controls are subject to independent testing to eval-
uate their effectiveness. The results of these tests are consid-
ered by other operational risk framework components, such as
in the risk and control self-assessment (RCSA) process.

Risk and control indicators: These are metrics that are used
to monitor particular operational risks and controls over time.
They may be associated with thresholds that define acceptable
performance and provide early warning signals about potential
impending issues.

Incident data: We systematically collect, analyze and report
data on operational risk incidents to ensure that we under-
stand the reasons why they occurred and how controls can be
improved to reduce the risk of future incidents. We focus on
both incidents that result in economic losses and events that
provide information on potential control gaps, even if no losses
occurred. We also collect and utilize available data on incidents
at relevant peer firms to identify potential risks that may be rel-
evant in the future, even if they have not impacted the Group.

Risk and control self-assessments: RCSAs are comprehen-
sive, bottom-up assessments of the key operational risks in
each business and control function. They comprise a self-
assessment that covers the inherent risks of each business
and control function, an evaluation of the effectiveness of the
controls in place to mitigate these risks and a decision to either
accept or remediate any residual risks. The self-assessments
are subject to quality assurance by the operational risk man-
agement function to ensure that they have been conducted
appropriately. RCSAs utilize other components of the opera-
tional risk framework, such as risk and control indicators and
incident data, and they generate outputs that are used to man-
age and monitor risks.

Top operational risks and remediation plans: A set of top oper-
ational risks are used to highlight the most significant risks to
senior management, along with associated risk remediation
efforts. Top operational risks are generated using both a top-
down assessment by senior management and a bottom-up
process that collates the main themes arising from the RCSA
process.

Reporting: We produce a wide range of regular management
information reports covering the key inputs and outputs of the
operational risk framework. These reports are used by senior
management to monitor outcomes against agreed targets and
tolerance levels.

Responses framework: This provides a structured approach to
responding to operational risk incidents and breaches of oper-
ational risk appetite. The incident management component
includes a defined process for identifying, categorizing, inves-
tigating, escalating and remediating incidents. We conduct
detailed investigations for significant operational risk incidents.
These investigations seek to assess the causes of control fail-
ings, establish appropriate remediation actions and ascertain
whether events have implications for other businesses. They
can result in recommendations to impose restrictions on busi-
nesses while risk management processes and controls are
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improved. The breach component provides a methodology for
evaluating breaches of quantitative and qualitative operational
risk appetite statements. Its goal is to provide senior manage-
ment with the information needed to make decisions on how
best to remediate issues that fall outside agreed risk appetite
levels.

Scenarios and capital modelling: Scenarios are used to identify
and measure exposure to a range of adverse events, such as
unauthorized trading. These scenarios help businesses assess
the suitability of controls in the light of potential losses, and
they are also an input to the internal model used by the Group
to calculate economic and regulatory capital. These capital
charges are allocated to individual businesses for performance
measurement purposes and to incentivize appropriate man-
agement actions.

Conduct and behavior: Recognizing that effective operational
risk management relies on employees conducting themselves
appropriately, several operational risk framework components
include assessments of behavior. For example, investigations
of incidents typically consider whether employees escalated
issues at an appropriately early stage. Risks that have implica-
tions for conduct risk can be identified and assessed via the
operational risk register and the RCSA process.

In addition to managing and mitigating operational risks under the
operational risk framework through business- and risk-related pro-
cesses and organization, we also transfer the risk of potential loss
from certain operational risks to third-party insurance companies,
where appropriate.

We are continuously enhancing our operational risk manage-
ment practices and have an ongoing program to roll out improve-
ments to each of the components of the operational risk frame-
work and to ensure that the links between individual components
work effectively. Potential enhancements are typically tested in
one area to check that they deliver the intended benefits before
being rolled out across the Group.

In 2015, we introduced a more structured approach to man-
aging the operational risks in connection with major change ini-
tiatives, such as the implementation of significant new regula-
tory requirements and IT projects. This approach is designed to
ensure that the operational risks of these initiatives are identified,
assessed and managed throughout the life of each program using
the relevant components of the operational risk framework. It also
considers the fact that even initiatives that are expected to deliver
operational risk benefits upon completion may result in increased
risks during the implementation phase. We have also established a
dedicated function to analyze the risks associated with the deploy-
ment of roles and functions to our centers of excellence and the
use of third-party vendors and suppliers. This function provides an
independent review and challenge over these activities. Further-
more, we have made enhancements to the risk and control indica-
tors that we use to monitor operational risks and assess compli-
ance with the Group's risk appetite. This provides more consistent
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and comprehensive risk reporting and clearer triggers for manage-
ment action.

Maintaining the effectiveness of the Group’s control envi-
ronment is critical to ensuring that operational risks remain
within acceptable levels. In 2015, we made improvements to our
approaches to cataloging, documenting and evaluating key con-
trols, which should provide more robust and supportable con-
trol assessments for use in the RCSA process. This remains an
important area of management focus and we plan to make further
enhancements in 2016 by introducing a systematic control activi-
ties framework that applies consistent standards and approaches
to relevant control activities across the Group. This will be a multi-
year initiative that starts with the most significant controls and rolls
out new processes using a phased approach.

We have continued to make progress in embedding assess-
ments of employee behavior in the risk assessment framework.
In 2015, the set of business conduct behaviors were incorporated
into a number of human capital management processes, including
recruitment, induction, performance assessment, promotion and
compensation. We have also introduced enhanced risk indicators
covering behavior- and conduct-related matters.

We have used an internal model to calculate the regulatory capital
requirement for operational risk under the © AMA approach since
2008. In 2014, we introduced an enhanced internal model that
incorporated recent developments regarding operational risk mea-
surement methodology and associated regulatory guidance. The
revised model for calculating the regulatory capital requirement for
operational risk was approved by © FINMA with effect from Janu-
ary 1, 2014. We view the revised model as a significant enhance-
ment to our capability to measure and understand the operational
risk profile of the Group that is also more conservative than the
previous approach.

The model is based on a loss distribution approach that uses
historical data on internal and relevant external losses of peers
to generate frequency and severity distributions for a range of
potential operational risk loss scenarios, such as an unauthorized
trading incident or a material business disruption. Business experts
and senior management review, and may adjust, the parameters
of these scenarios to take account of business environment and
internal control factors, such as RCSA results and risk and con-
trol indicators, to provide a forward-looking assessment of each
scenario. Insurance mitigation is included in the regulatory capital
requirement for operational risk where appropriate, by considering
the level of insurance coverage for each scenario and incorporat-
ing © haircuts as appropriate. The internal model then uses the
adjusted parameters to generate an overall loss distribution for the
Group over a one-year time horizon. The AMA capital requirement
represents the 99.9th percentile of this overall loss distribution.
We use a risk-sensitive approach to allocating the AMA capital
requirement to businesses that is designed to be forward-looking
and incentivize appropriate risk management behaviors.

In 2015, we made improvements to the model’s treatment
of litigation-related losses. Although past litigation losses and
litigation-related provisions were incorporated in the model, for
FINMA regulatory capital purposes an add-on was previously used
to capture the aggregate range of reasonably possible litigation-
related losses that are disclosed in our financial statements but
are not covered by existing provisions. These reasonably possible
losses are now fully captured within the model using an analytical
approach and the add-on has therefore been removed with FINMA
approval. We also made enhancements to further align the opera-
tional risk scenarios with other key components of the operational
risk framework and to ensure consistency with the stress sce-
nario framework developed for enterprise-wide risk management
purposes.

Each individual business area takes responsibility for its opera-
tional risks and the provision of adequate resources and proce-
dures for the management of those risks. Businesses are sup-
ported by designated operational risk teams that are responsible
for the implementation of the operational risk management frame-
work, methodologies, tools and reporting within their areas as well
as working with management on any operational risk issues that
arise. Businesses and relevant control functions meet regularly
to discuss operational risk issues and identify required actions to
mitigate risks.

The operational risk management function is responsible for
the overall design of the operational risk management framework,
for operational risk capital modeling and for providing assistance
and challenge to business line operational risk teams. It ensures
the cohesiveness of policies, tools and practices throughout the
Group for operational risk management, specifically with regard to
the identification, evaluation, mitigation, monitoring and reporting
of relevant operational risks.

Operational risk exposures, metrics, issues and remediation
efforts are discussed at the quarterly CARMC meetings cover-
ing operational risk and at divisional risk management commit-
tees, which have senior staff representatives from all the relevant
functions.

Conduct risk

Conduct risk is the risk that poor conduct by the Group, its
employees or representatives could result in clients not receiving
fair treatment or fair outcomes from the transactions they under-
take, damage to the integrity of the financial markets or the wider
financial system, or ineffective competition in the markets in which
we operate that disadvantages clients.

Conduct risk may arise from a variety of sources, including
unauthorized trading, the potential unsuitability of products sold
or advice provided to clients, inadequate disclosure, failure to
manage conflicts of interest, trade processing errors, inaccurate
benchmark submissions, failure to provide best execution where
required, acting in an anti-competitive manner, failure to safeguard



client data or assets and breaches of regulatory rules or laws by
individual employees or the Group’s market conduct.

Conduct risk is being further embedded into the RCSA pro-
cess within the operational risk framework, which considers the
risks generated by each business and the strength of the associ-
ated mitigating controls. Conduct risk is also assessed by review-
ing and learning from past incidents within the Group and at other
firms in the financial services sector.

Conduct risk is primarily addressed through specific supervi-
sory controls implemented across the Group and targeted training
activities. We seek to promote good behavior and conduct through
the Group’s Code of Conduct, which provides a clear statement of
the ethical values and professional standards as a basis for main-
taining and strengthening our reputation for integrity, fair dealing
and measured risk-taking, and the set of business conduct behav-
iors. Our employee performance assessment and compensation
processes are linked to the Code of Conduct and the set of busi-
ness conduct behaviors.

Technology risk

Technology risk is the risk of financial loss arising from failure,
exploitation of vulnerabilities or other deficiencies in the electronic
platforms that support our daily operations and the system appli-
cations and infrastructure on which they reside. As a component
of operational risk, technology risk is inherent not only in our IT
assets, but also in the people and processes that interact with
them.

Cyber risk, which is part of technology risk, is the risk that
our systems will not operate properly or will be compromised as a
result of cyber-attacks, security breaches, unauthorized access,
loss or destruction of data, unavailability of service, computer
viruses or other events that could have an adverse security impact.
Any such event could subject us to litigation or cause us to suffer a
financial loss, a disruption of our businesses, liability to our clients,
regulatory intervention or reputational damage. We could also be
required to expend significant additional resources to modify our
protective measures or to investigate and remediate vulnerabilities
or other exposures.

Service and infrastructure disruption risks are managed
through our business continuity management plan, our technology
risk management program and other contingency and resiliency
plans. Although we have business continuity plans, our businesses
face a wide variety of operational risks, including technology risk
arising from dependencies on [T, third-party suppliers and the
worldwide telecommunications infrastructure. As a global financial
services company, we operate in a complex technological land-
scape covering our diverse business model. Ensuring that the con-
fidentiality, integrity and availability of information assets are pro-
tected is critical to our operations.

Legal, compliance and regulatory risks

Legal risk is the risk of loss or imposition of damages, fines, pen-
alties or other liability or any other material adverse impact aris-
ing from circumstances including the failure to comply with legal
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obligations, whether contractual, statutory or otherwise, changes
in enforcement practices, the making of a legal challenge or claim
against us, our inability to enforce legal rights or the failure to take
measures to protect our rights.

Compliance risk is the risk of legal or regulatory sanctions or
financial loss that may result from the failure to comply with laws,
regulations, rules or market standards.

Regulatory risk is the risk that changes in laws, regulations,
rules or market standards may limit our activities and have a nega-
tive effect on our business or our ability to implement strategic
initiatives, or can result in an increase in operating costs for the
business or make our products and services more expensive for
clients.

As part of our risk framework, legal, compliance and regulatory
risks fall within the definition of operational risk. Management of
these risks is the responsibility of all our employees.

Reputational risk

Reputational risk is the risk that negative perception by our stake-
holders may adversely impact client acquisition and damage our
business relationships with clients and counterparties, affecting
staff morale and reducing access to funding sources.

Reputational risk may arise from a variety of sources, includ-
ing the nature or purpose of a proposed transaction or service, the
identity or activity of a controversial client, the regulatory or political
climate in which the business will be transacted, and the potentially
controversial environmental or social impacts of a transaction or
significant public attention surrounding the transaction itself.

Our policy is to avoid any transaction or service that brings
with it the risk of a potentially unacceptable level of damage to our
reputation. We have a number of measures to mitigate potential
reputational risk.

Reputational risk potentially arising from proposed business
transactions and client activity is assessed in the reputational risk
review process. The policy requires employees to be conservative
when assessing potential reputational impact and, where certain
indicators give rise to potential reputational risk, the relevant busi-
ness proposal or service must be submitted through the reputa-
tional risk review process. This involves a submission by an origi-
nator (any employee), endorsement by a business area head or
designee, and its subsequent referral to one of the regional repu-
tational risk approvers, each of whom is an experienced and high-
ranking senior manager, independent of the business divisions,
who has authority to approve, reject or impose conditions on our
participation in the transaction or service.

The RRSC, on a global level, and the regional reputational risk
committees, on a regional level, are the governing bodies respon-
sible for the oversight and active discussion of reputational risk
and sustainability issues. At the Board level, the Risk Committee
and Audit Committee jointly assist the Board in fulfilling its reputa-
tional risk oversight responsibilities by reviewing and assessing the
adequacy of the management of reputational risks.

In order to inform our stakeholders about how we manage
some of the environmental and social risks inherent to the banking
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business, we publish our Corporate Responsibility Report, in which
we also describe our efforts to conduct our operations in a manner
that is environmentally and socially responsible and broadly contrib-
utes to society.

Fiduciary risk

Fiduciary risk is the risk of financial loss arising when the Group
or its employees, acting in a fiduciary capacity as trustee, invest-
ment manager or as mandated by law, do not act in the best inter-
est of the client in connection with the advice and management of
our client’s assets including from a product-related market, credit,
liquidity and operational risk perspective.

Monitoring investment performance and measuring risks
across discretionary client portfolios is central to our oversight pro-
gram. Areas of focus include:

Monitoring client investment guidelines or breaches of invest-

ment fund obligations to investors. In certain cases, internal

limits or guidelines are also established and monitored.

Ensuring discretionary portfolio managers’ investment

approach is in line with client expectations and in accordance

with written sales and marketing materials.

Measuring investment performance of client investments and

comparing the returns against benchmarks to understand

sources and drivers of the returns.

Assessing risk measures such as exposure, sensitivities, stress

scenarios, expected volatility and liquidity across our portfolios

to ensure that we are managing the assets in line with the cli-
ents’ expectations and risk tolerance.

Treating clients with a prudent standard of care, which includes

information disclosure, subscriptions and redemptions pro-

cesses, trade execution and the highest ethical conduct.

Sound governance is essential for all discretionary management
activities including trade execution and investment process. Our
program targets daily, monthly or quarterly monitoring of all port-
folio management activities with independent analysis provided
to senior management. Formal review meetings are in place to
ensure that investment performance and risks are in line with
expectations and adequately supervised.

Strategic risk

Strategic risk is the risk of financial loss or reputational damage

arising from inappropriate strategic decisions, ineffective imple-

mentation of business strategies or an inability to adapt business

strategies in response to changes in the business environment.

Strategic risk may arise from a variety of sources, including:
inadequate or inaccurate understanding of our existing capa-
bilities and competitive positioning;
inadequate or inaccurate analysis of current and prospective
operating conditions in our markets including macroeconomic
environment, client and competitor behaviors and actions, reg-
ulatory developments and technological impacts;

inappropriate strategic decisions, such as those pertaining
to which activities we will undertake, which markets and cli-
ent segments we will serve, which organizational structure
we will adopt and how we will position ourselves relative to
competitors;

ineffective implementation and execution of chosen business
strategies and related organizational changes;

inability to properly identify and analyze key changes in our
operating environment, and to adapt strategies accordingly;
and

inability to properly monitor progress against strategic
objectives.

A wide variety of financial, risk, client and market analyses are
used to monitor the effectiveness of our strategies and the perfor-
mance of our businesses against their strategic objectives. These
include analysis of current and expected operating conditions,
analysis of current and target market positioning, and detailed sce-
nario planning.

Strategic plans are developed by each division annually and
aggregated into a Group plan, which is reviewed by the CRO, CFO
and CEO before presentation to the Executive Board. Following
approval by the Executive Board, the Group plan is submitted for
review and approval to the Board. In addition, there is an annual
strategic review at which the Board evaluates the Group’s per-
formance against strategic objectives and sets the overall strate-
gic direction for the Group. From time to time, the Board and the
Executive Board conduct more fundamental in-depth reviews of
the Group's strategy. This type of review was undertaken follow-
ing the appointment of the new CEO in 2015 and leading to the
announcement of our new strategy on October 21, 2015.

» Refer to “Strategy” in | — Information on the company for further information.

To complement the annual cycle, each division presents a more
detailed individual analysis to review key dimensions of its strategy
at various points during the year. Additionally, the CEO, the Execu-
tive Board and individual business heads regularly assess the per-
formance of each business against strategic objectives through
a series of strategic business reviews conducted throughout the
year. The reviews include assessments of business strategy, over-
all operating environment, including competitive position, financial
performance and key business risks.

RISK REVIEW AND RESULTS
Economic risk capital review

We regularly review and update our economic risk capital meth-
odology to ensure consistency with our business activities and rel-
evance to our business and financial strategies. In 2015, we have
enhanced our position risk, economic risk capital and available
economic capital methodology, datasets and model parameters
and have restated the respective prior-period balances for these
updates in order to show meaningful trends.



In 2015, we made the following enhancements to the position risk
methodology for risk management purposes: for private banking
corporate & retail lending exposures, we enhanced the captur-
ing of credit rating change risk, credit spread risk and exposure
concentration risk. For real estate & structured assets, we reca-
librated the correlation between © residential mortgage-backed
securities (RMBS) and © commercial mortgage-backed securities
(CMBS). For international lending and counterparty exposures, we
enhanced the capturing of counterparty risk by improving the rela-
tionship between rating and ¢ loss given default. We also made an
enhancement to the position risk dataset for risk management pur-
poses: for fixed income trading, the dataset now includes higher
order risks in certain credit derivatives used to hedge traded credit
spread risk. The enhancement also helps to standardize the risk
capture of these products across the businesses.

The net impact of the 2015 changes and updates on position
risk for the Group as of December 31, 2014 was a decrease of
CHF 203 million, or 1.7%.

For economic risk capital used for capital management pur-

poses, in addition to adopting the above position risk changes and

updates, we made the following enhancements:
for operational risk, we enhanced the connection between the
economic risk capital model and our internal approach for the
regulatory capital calculation under the © AMA approach fol-
lowing the annual recalibration of the operational risk model.
Furthermore, we recalibrated the correlation between opera-
tional risk and position risk; and

Economic risk capital
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for other risks, we further increased our other risks charge
to reflect a recalibration of our economic risk capital model
reserve component to account for planned methodology
changes. In addition, we amended our deferred share-based
compensation awards model to implement a more dynamic
assessment of the economic benefit that may result from cov-
ering our structural short obligations to deliver own shares
through market purchases during times of falling market prices.

The net impact of the 2015 changes and updates on economic risk
capital for the Group as of December 31, 2014 was an increase of
CHF 638 million, or 1.9%.

For available economic capital, we made the following enhance-

ments to reflect the adoption of the gone concern approach:
including low-trigger capital instruments in addition to high-
trigger capital instruments, which were already included;
excluding deferred tax assets, as they do not absorb losses in
a gone concern scenario;
excluding any dividend accruals to reflect that in the event of
an orderly wind-down, no dividend will be paid; and
taking an economic view of the funded status of our pension
plans, such that any unfunded pension obligations in accor-
dance with US GAAP are excluded from CET1 capital to align
with the economic funding view captured in the economic risk
capital model.

The net impact of this methodology change on available economic
capital for the Group as of December 31, 2014 was an increase of
CHF 6.7 billion, or 17.1%.

end of

Available economic capital (CHF million)
BIS look-through CET1 capital (Basel Ilf)
Economic adjustments 2

Available economic capital

Economic risk capital (CHF million)
Position risk (99.97% confidence level)
Operational risk

Other risks ®

Economic risk capital

Economic risk capital coverage ratio (%)
Economic risk capital coverage ratio *

Group Bank '
2015 2014 % change 2015 2014 % change
32,938 28,5676 16 33,275 28,720 16
16,5677 17,135 ©) 16,164 16,211 ©)
49,515 45,711 8 48,439 44,931 8
22,695 21,038 8 22,5638 20,883 8
7,501 7,084 6 7,501 7,084 6
6,018 6,746 (11) 5814 6,634 (11)
36,214 34,868 4 35,853 34,501 4
137 131 - 135 130 -

Prior-period balances are restated for methodology changes and dataset and model parameter updates in order to show meaningful trends.
! The major difference between economic risk capital of the Group and the Bank relates to the risks within Neue Aargauer Bank AG, BANK-now AG and Corporate Center. These risks

include position risk, operational risk and other risks.

2 Includes primarily high-trigger capital instruments, adjustments to unrealized gains on owned real estate, reduced recognition of deferred tax assets and adjustments to treatment of pen-
sions. Economic adjustments are made to BIS look-through CET1 capital to enable comparison between economic risk capital and available economic capital under the Basel Il framework.

3 Includes owned real estate risk, expense risk, pension risk, foreign exchange risk between available economic capital and economic risk capital, interest rate risk on treasury positions,
diversification benefits, the impact from deferred share-based compensation awards and an estimate for the impacts of certain planned methodology changes.

# Ratio of available economic capital to economic risk capital.
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As of the end of 2015, our available economic capital for the
Group was CHF 49.5 billion, up CHF 3.8 billion from the end of
2014. BIS look-through CET1 capital increased CHF 4.4 billion,

Economic risk capital by division

primarily due to the capital increases in the fourth quarter of 2015.
Economic adjustments decreased CHF 0.6 billion, mainly due to
reduced recognition of deferred tax assets and lower adjustments
to unrealized gains on owned real estate.

in / end of

Economic risk capital by division (CHF million)
Swiss Universal Bank

International Wealth Management

Asia Pacific

Global Markets

Investment Banking & Capital Markets
Strategic Resolution Unit

Corporate Center'’

Economic risk capital — Group ?
Economic risk capital - Bank®

Average economic risk capital by division (CHF million)
Swiss Universal Bank

International Wealth Management

Asia Pacific

Global Markets

Investment Banking & Capital Markets
Strategic Resolution Unit

Corporate Center’

Average economic risk capital - Group *
Average economic risk capital - Bank®

2015 2014 % change
4,924 4,971 (1)
4,207 4,224 0
3,744 3,208 17

13,333 13,024 2
4,732 4,376 8
4,913 4,698 5

383 388 (1)

36,214 34,868 4

35,853 34,501 4
4,791 4,905 @
4,076 3,930 4
3,366 2,974 13

13,248 12,146 9
4,358 3,893 12
4,833 4,573 6

387 379 2
35,038 32,778 7
34,673 32,421 7

Prior-period balances are restated for methodology changes and dataset and model parameter updates in order to show meaningful trends. The calculation of divisional economic risk capital
under the new organization required certain additional assumptions and allocation methods, which may not be required for future periods given the level of information then available.

" Includes primarily expense risk, diversification benefits from the divisions and foreign exchange risk between available economic capital and economic risk capital.

2 Includes a diversification benefit of CHF 22 million and CHF 21 million as of December 31, 2015 and 2014, respectively.

3 The major difference between economic risk capital of the Group and the Bank relates to the risks within Neue Aargauer Bank AG, BANK-now AG and Corporate Center. These risks

include position risk, operational risk and other risks.

4 Includes a diversification benefit of CHF 21 million and CHF 22 million as of December 31, 2015 and 2014, respectively.

Over the course of 2015, our economic risk capital increased
4% to CHF 36.2 billion, mainly due to increased position risk and
higher operational risk, partially offset by a net decrease in other
risks. The increase in position risk primarily reflected higher private
banking corporate & retail lending exposures, higher emerging
markets country event risk, higher international lending & counter-
party exposures, higher risk in fixed income trading and increased
risk in equity trading & investments, partially offset by lower risk in
real estate & structured assets. The decrease in other risks was
mainly due to a reduction in credit concentration and expense risk
model reserves and a decrease in risks not included in the posi-
tion risk framework, partially offset by lower benefit from deferred
share-based compensation awards.

For Swiss Universal Bank, economic risk capital decreased
1% to CHF 4.9 billion, mainly due to lower owned real estate risk
and lower pension risk driven by the change in discount rates in
the Swiss pension plan, partially offset by higher operational risk.

For International Wealth Management, economic risk capital
was stable at CHF 4.2 billion, mainly reflecting lower risk in equity

trading & investments and the reduction in pension risk driven by
the change in discount rates in the Swiss pension plan, offset by
higher private banking corporate & retail lending exposures and
higher operational risk.

For Asia Pacific, economic risk capital increased 17% to
CHF 3.7 billion, mainly due to higher private banking corporate
& retail lending exposures and higher risk in fixed income trading,
partially offset by a decrease in risks not included in the position
risk framework.

For Global Markets, economic risk capital increased 2% to
CHF 13.3 billion, primarily reflecting higher international lending
& counterparty exposures, higher risk in fixed income trading,
increased risk in equity trading & investments, decreased benefit
from deferred share-based compensation awards, higher pension
risk related to revised market data used for measuring US pension
plan liabilities and higher operational risk. These increases were
partially offset by lower risk in real estate & structured assets, a
decrease in risks not included in the position risk framework and a
reduction in expense risk model reserves.



For Investment Banking & Capital Markets, economic risk cap-
ital increased 8% to CHF 4.7 billion, mainly due to higher inter-
national lending & counterparty exposures, higher pension risk
related to revised market data used for measuring US pension plan
liabilities and decreased benefit from deferred share-based com-
pensation awards, partially offset by a reduction in credit concen-
tration risk model reserves.

Group position risk
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For the Strategic Resolution Unit, economic risk capital
increased 5% to CHF 4.9 billion, mainly due to increases in inter-
national lending & counterparty exposures and emerging markets
country event risk that occurred prior to the announcement of our
new strategy and the related formation of the Strategic Resolution
Unit. These increases were partially offset by a decrease in risks
not included in the position risk framework.

end of

Position risk (CHF million)

Fixed income trading '

Equity trading & investments

Private banking corporate & retail lending
International lending & counterparty exposures
Emerging markets country event risk

Real estate & structured assets 2

Simple sum across risk categories
Diversification benefit®

Position risk (99% confidence level for risk management purposes)

Position risk (99.97% confidence level for capital management purposes)

2015 2014 % change
1,230 958 28
1,872 1,680 "
2,751 2,268 21
6,306 5,979 5
1,644 1,141 35
1,917 2,487 (23)

15,620 14,513 8
2,776) (2,459) 13
12,844 12,054 7
22,695 21,038 8

Prior-period balances are restated for methodology changes and dataset and model parameter updates in order to show meaningful trends.

' This category comprises fixed income trading, foreign exchange and commodity exposures.

2 This category comprises commercial and residential real estate (including RMBS and CMBS), ABS exposure, real estate acquired at auction and real estate fund investments.
3 Reflects the net difference between the sum of the position risk categories and the position risk on the total portfolio.

Compared to the end of 2014, position risk for risk manage-
ment purposes increased 7% to CHF 12.8 billion, mainly due to
higher private banking corporate & retail lending exposures in Asia,
increased exposures in Latin America in emerging markets country
event risk, new loan commitments in international lending & coun-
terparty exposures, higher credit spread risk from loan-backed
financing in the US and higher interest rate risk from ¢ derivatives
in Europe in fixed income trading, and higher traded equity risk in
equity trading & investments, primarily from US equity derivatives.
These increases were partially offset by decreased risk in real
estate & structured assets, mainly related to reduced CMBS and
RMBS exposures.

As part of our overall risk management, we hold a portfolio of
hedges. Hedges are impacted by market movements, similar to
other trading securities, and may result in gains or losses which
offset losses or gains on the portfolios they were designated to
hedge. Due to the varying nature and structure of hedges, these
gains or losses may not wholly offset the losses or gains on the
portfolios.

Market risk review

The tables entitled “One-day, 98% risk management VaR" show
our trading-related market risk exposure, as measured by one-
day, 98% risk management © VaR in Swiss francs and US dollars.
As we measure trading book VaR for internal risk management
purposes using the US dollar as the base currency, the VaR fig-
ures were translated into Swiss francs using daily foreign exchange
translation rates. VaR estimates are computed separately for each
risk type and for the whole portfolio using the historical simulation
methodology. The different risk types are grouped into five catego-
ries including interest rate, credit spread, foreign exchange, com-
modities and equity.

We regularly review our VaR model to ensure that it remains
appropriate given evolving market conditions and the composi-
tion of our trading portfolio. In 2015, we updated our VaR model
to capture certain higher order risks in foreign exchange deriva-
tives and we improved how we capture risk between government
bonds and government bond futures. These risks were previously
included in our © risk not in VaR. We also enhanced our VaR model
so that the dataset used to calculate VaR is updated on a weekly
rather than a monthly basis. The more frequent updates to the VaR
dataset make VaR more responsive to recent market events. Fur-
thermore, we enhanced the capturing of interest rate movements
under a negative interest rate environment.
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One-day, 98% risk management VaR (CHF)

Diversi-
Interest Credit Foreign fication
in / end of rate spread exchange ~ Commodity Equity benefit Total
2015 (CHF million)
Average 20 36 11 2 23 (43) 49
Minimum 6 31 5 1 16 =1 34
Maximum 35 42 22 4 35 =1 63
End of period 17 40 9 1 31 (42) 56
2014 (CHF million)
Average 12 32 2 18 (31) 42
Minimum 7 28 0 13 =1 35
Maximum 17 39 17 4 25 =1 56
End of period 9 39 7 1 20 (29) 47
2013 (CHF million)
Average 18 35 9 2 16 (40) 40
Minimum 8 30 3 1 11 =1 33
Maximum 45 41 24 4 36 =1 55
End of period 10 32 6 3 24 (30) 45
Excludes risks associated with counterparty and own credit exposures.
T As the maximum and minimum occur on different days for different risk types, it is not meaningful to calculate a portfolio diversification benefit.
Average one-day, 98% risk management VaR by division (CHF)
Swiss  International Strategic Diversi-

Universal Wealth Asia Global  Resolution fication Credit
in Bank Management Pacific Markets Unit benefit ! Suisse
2015 (CHF million)

Total average VaR 6 1 17 53 17 (45) 49
2014 (CHF million)
Total average VaR 2 0 11 45 13 (29) 42
2013 (CHF million)
Total average VaR 2 0 11 41 16 (30) 40

Excludes risks associated with counterparty and own credit exposures. Investment Banking & Capital Markets has only banking book pos