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CREDIT SUISSE INTERNATIONAL
DIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2009

The Directors present their Report and the Financial Statements for the year ended 31 December 2009.

International Financial Reporting Standards

Credit Suisse International’s 2009 Financial Statements have been prepared in accordance with Interational Financial
Reporting Standards (‘'IFRS’) as adopted for use in the European Union (‘EU").

The Financial Statements were authorised for issue by the Directors on 21 April 2010.
Business Review
Profile

Credit Suisse Group (‘CSG’), a company domiciled in Switzerland, is the ultimate parent of a worldwide group of
companies (collectively referred to as the ‘CS group’) specialising in Investment Banking, Private Banking and Asset
Management. Credit Suisse International (‘CSi’ or the ‘Bank’) is an unlimited liability company and an indirect wholly
owned subsidiary of CSG. CSi is authorised under the Financial Services and Markets Act 2000 by the Financial
Services Authority (‘FSA”).

As a leading financial services provider, CS group is committed to delivering its combined financial experience and
expertise to corporate, institutional and government clients and high-net-worth individuals worldwide, as well as to
retail clients in Switzerland. CS group serves its clients through three divisions, Investment Banking, Private Banking
and Asset Management, which co-operate closely to provide holistic financial solutions based on innovative products
and specially tailored advice. Founded in 1856, CS group has a truly global reach today, with operations in over 50
countries and a team of more than 47,600 employees from approximately 100 different nations.

CSG prepares financial statements under US Generally Accepted Accounting Principles (‘US GAAP’).  These
accounts are publicly available and can be found at www.credit-suisse.com.

CSi is a bank domiciled in the United Kingdom. It is a global market leader in over-the-counter (‘OTC’) derivative
products from the standpoints of counterparty service, innovation, product range and geographic scope of operations.
CSi offers a range of interest rate, currency, equity, commodity and credit-related OTC derivatives and certain
securitised products. CSi's business is primarily client-driven, focusing on transactions that address the broad
financing, risk management and investment concerns of its worldwide client base. CSi enters into derivative contracts
in the normal course of business for market-making, positioning and arbitrage purposes, as well as for CS group’s
risk management needs, including mitigation of interest rate, foreign currency and credit risk. The Financial
Statements for the year ended 31 December 2009 comprise CSi and its subsidiaries (together referred to as the
‘Group’). CSi has three principal business divisions: Fixed Income, Equities and Investment Banking, which are
managed as a part of the Investment Banking Division of CS group.

Principal Product Areas

e The Fixed Income Division (‘FID’) provides a full range of derivative products including forward rate
agreements, interest rate and currency swaps, interest rate options, bond options, commodities and credit
derivatives for the financing, risk management and investment needs of its customers. FID also engages in
underwriting, securitising, trading and distributing a broad range of financial instruments in developed and
emerging markets including US Treasury and government agency securities, US and foreign investment-
grade and high yield corporate bonds, money market instruments, foreign exchange and real estate related
assets.

e The Equity Division engages in a broad range of equity activities for investors including sales, trading,
brokerage and market making in international equity and equity related securities, options and futures and
OTC derivatives.


http:www.credit-suisse.com
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e The Investment Banking Division (IBD’) includes financial advisory services regarding mergers and
acquisitions and other matters, origination and distribution of equity and fixed income securities, leveraged
finance and private equity investments, and the provision of capital raising services in conjunction with FID
and Equities.

Economic environment

At the beginning of 2009, global industrial production and trade contracted at a rapid pace. Central banks across
the globe cut rates sharply, some close to zero. The European Central Bank (‘ECB’) joined the Bank of England
(‘BoE’) and the US Federal Reserve (‘Fed’) in introducing programmes to purchase securities to support prices and
financial institutions. However, global economic key indicators improved significantly in the second half of the year.
While improvement was initially seen only in some emerging markets, especially China, other developed economies
began to show a meaningful recovery from depressed levels.

Inflation fell sharply until the middle of the year and became negative in some developed countries, reflecting the
sharp drop in energy prices compared to the middle of 2008, but rebounded towards year end. Divergence in
economic performance was increasingly reflected in differing monetary policy responses, as central banks in
Norway and Australia, commodity-driven economies that had only experienced rather mild recessions, began to
raise interest rates. At the same time, central banks in some emerging markets, which had to maintain high
interest rates or even raise them during the crisis in order to prevent a sharp depreciation of their currencies,
continued to lower benchmark rates.

Government bond yields, which had fallen to multi-decade lows at the beginning of the year, rose sharply for longer
tenors until mid-year when markets began to reflect higher interest rate and inflation expectations, which had fallen
to extreme lows. Concemns about high government debt levels increased. Various governments’ credit ratings were
downgraded, and the yield differential between German and other euro area government bonds widened sharply,
reaching a peak in the first quarter. These concerns reappeared towards the end of the year when a government-
owned investment company in Dubai asked creditors for a standstill agreement to extend the maturities of all debt
repayments until May 2010, and the Greek sovereign rating was downgraded twice within a two month period.

The US dollar continued to appreciate from 2008 into early 2009 as deleveraging in financial markets continued.
Financial market conditions began to normalise and volatility peaked in the second quarter of 2009. Amid signs
that expansionary monetary and fiscal policy could support future growth, risk appetite in currency markets
increased. The US dollar depreciated due to the very low level of US interest rates while Asian currencies linked to
global growth prospects and commodity currencies like the Australian dollar started to appreciate. The euro
strengthened towards the end of 2009 from the lows reached in March, reflecting the weak US dollar and central
bank purchases for diversification purposes. Towards the end of the year the US dollar strengthened due to better
than expected macroeconomic data and the scaling back of short US dollar positions as the year end approached.

Sector environment

For the financial services industry, regulatory focus on compensation practices, the level and quality of capital,
liquidity, increased transparency, leverage and systemic risk dominated the agenda throughout the year.

At the beginning of the year, the US Treasury administered stress tests and injected capital into a number of banks
in the US. In addition, the US Treasury announced a Public-Private Investment Program to induce private investors
to purchase troubled assets from banks and increased the Term Asset-Backed Securities Loan Facility (‘TALF’) in
order to help stimulate both new issuances and the removal of assets from banks’ Statement of Financial
Positions. Regulatory capital ratios improved in the second quarter as a result of earmnings and capital raising
activities. However, the credit cycle continued its negative trend, with rising non-performing loans in retail banking
and slightly higher corporate credit defaults. In the second half of the year, several large banks in the US repaid
Troubled Asset Relief Program money received from the government, regaining greater flexibility. Towards the end
of the year, the sector was impacted by intensifying bonus taxation discussions by governments.

The economic recovery toward the end of 2009 was fuelled in part by government stimulus programmes and
historically low interest rates. Stimulus measures introduced by various governments in 2009 included a reduction
in income taxes, tax benefits for homeowners and car-buyers and increased spending on infrastructure
programmes. Initial indications of recovery in the second half of the year included an increase in household and
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business spending in the USA, manufacturing gains and an improvement in housing market activity. However,
prospects for a more broad-based recovery remained modest given continued tight credit markets and weak
consumer spending and employment data.

Equity markets ended the year significantly higher after initially declining in the first quarter of 2009 and the Dow
Jones Industrial Average posted its biggest annual percentage gain in six years. During the year, equity market
volatility continued to decline from the record levels reached in November 2008. Equity trading volumes were up in
the USA but down in Europe and fixed income volumes were down in the USA although slightly up in Europe.
Credit spreads narrowed throughout the year, with significant tightening in the first quarter of 2009 from
dramatically high levels in the fourth quarter of 2008. Further, cash and synthetic markets returned to a more
normalised relationship following substantial dislocation in the prior year.

Until the beginning of March, commodity prices continued their downward trend, as most commodity markets
suffered from oversupply and rising inventories. However, towards mid-2009 the first signs of stabilisation in
commodity demand emerged, and prices began to rebound in the second quarter. Moreover, commodity prices
reflected buying activity in the derivatives markets as market participants started to cover short positions. Precious
metals prices benefited from the depreciation in the US dollar and falling real interest rates that spurred strong
investment demand and central bank purchases. Overall, major commaodity price indices were able to record solid
gains over the course of 2009.

Global M&A activity declined significantly during the year. The decline in volume would have been more severe had
it not been for extraordinary government investments in financial institutions around the world which partially offset
the decline in strategic deals. However, in the fourth quarter of 2009, M&A activity rebounded significantly as the
availability of financing increased. Debt and equity issuance increased, driven by financial institutions seeking to
raise capital to restore their balance sheets and exit government ownership. The volume of high yield debt
offerings in 2009 more than doubled from 2008 levels, driven by particularly strong issuance volumes in the
second half of 2009. As 2009 came to a close, market conditions for underwriting and advisory continued to
remain favourable as equity market valuations continued to rise and credit spreads continued to tighten.

Repositioning Investment Banking at Credit Suisse

The business environment has changed fundamentally over the past two years. Credit Suisse has responded
responsibly to these changes with the implementation of a client focused, capital efficient strategy and a business
model that enables the CS group to generate less volatile earnings.

During the fourth quarter of 2008, CS group announced an acceleration of efforts to reposition Investment Banking in
response to the challenging market environment. In particular, CS group has focused on:

e reducing risk capital usage, including exiting certain proprietary and principal trading activities and aligning
lending with customer franchises;

e reducing volatility and improving capital efficiency;
e increasing emphasis on client and flow-based businesses
e reducing risk limits for complex and structured products.

CSi continues to show progress on this strategy, and remains committed to reducing exposures in businesses most
impacted by the recent dislocation in the credit markets. The current exposures attributable to these businesses are
as follows:

e Leveraged Finance business: the Group’s leveraged finance business provides capital raising and advisory
services, and core leveraged credit products such as bank loans, bridge loans and mezzanine and high-yield
debt to corporate and financial sponsor-backed companies. The Group's total funded net exposure as at
31 December 2009 was US$0.3BN (31 December 2008: US$1BN).

e Commercial Mortgage Backed Securities (‘CMBS’) business: CMBS are bonds backed by a pool of
mortgage loans on commercial real estate properties. The Group has risk exposure to the underlying
commercial loans from the time the loans are made until they are packaged as CMBS and distributed. The
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fair value of the CMBS inventory as at 31 December 2009 was US$1.5BN of which 51% was of
investment grade quality (31 December 2008: US$2.8BN).

e Collateralised debt obligations (‘CDOs’) trading business: the Group purchases interests and enters into
derivative contracts with Asset Backed Securities (‘ABS’) CDOs and other counterparties. CDOs provide
credit risk exposure to a portfolio of ABS (cash CDOs) or a reference portfolio of securities (synthetic CDOs)
through, for example, credit default swaps. The CDO trading business in CSi had de minimis net US
subprime exposure in CSi as at 31 December 2009 (31 December 2008: US$0.1BN).

Performance

The Group reported a net profit for the year ended 31 December 2009 of US$182M (31 December 2008: loss
US$5,272M). Net revenues increased to a profit of US$1,344M compared with a loss of US$5,064M in 2008,
however after net revenue operating expenses the Group reported a loss before tax of US$132M (31 December 2008:
loss US$7,164M)

The Directors are of the opinion that, although they show a strong positive trend year on year, the revenues are not fully
reflective of the inherent strength of the strategic businesses due to the inclusion of a number of non-recurring items
which have had a negative impact on the 2009 reported revenues as follows:

o US$B79M trading losses recognised during the year in businesses undergoing restructure, with the majority of
this being valuation reductions in the mortgage backed securities business as the Group realigned its positions
with the revised CS strategy. This realignment was substantially complete as at 31 December 2009 and
therefore the Group does not any expect material negative impact arising from these businesses going forward.

o US$692M impact of an increase in market credit risk provisions on OTC derivatives, as a result of the
expansion of the credit provisions across investment grade counterparties where previously market conditions
had not indicated the need to consider the credit quality of these counterparties. As CSi is the global hedging
entity for CS group’s derivative exposure, the impact of the increased CS group credit risk adjustment on OTC
derivatives has been almost entirely recognised in CSi. Offsetting this, valuation gains of US$125M on issued
structured notes have been recognised resulting from changes in own credit spreads previously not considered
observable. Valuation adjustments are an integral part of the valuation process when market prices are not
indicative of the credit quality of a counterparty, and are applied to both OTC derivatives and debt instruments.
The impact of changes in a counterparty’s credit spreads (known as credit valuation adjustments or ‘CVA') are
considered when measuring the fair value of assets and the impact of changes in the Group’s own credit
spreads (known as debit valuation adjustments or ‘DVA") is considered when measuring the fair value of its
liabilities. For OTC derivatives, the impact of changes in both the Group’s and the counterparty’s credit
standing is considered when measuring their fair value, based on current credit default swap prices.

Excluding the impact of the above, the Group would have reported net income before tax of US$1,014M. This reflects
the strong performance in client and flow based businesses as market share was gained across many products and
regions, and as a consequence of the action taken at the end of 2008 to reposition the business in a changed financial
services sector.

In particular, the Fixed Income and Equity businesses had strong results, compared with the significant losses in 2008
which were driven by the dislocation across all asset classes:

e Fixed Income revenues were significantly higher in Global Rates and Structured Credit businesses, as well in
Emerging Markets. Interest rate products across all regions enjoyed a favourable trading environment due to
improved spreads across tenors and markets as a result of increased liquidity. Credit related product revenues
were driven by a strong rebound in credit markets and a narrowing of corporate credit spreads that had widened
dramatically in late 2008.

e The increase in Equity revenues was primarily attributable to the Equity Derivatives business. This compared
with losses of US$1,551M which were recognised in the fourth quarter of 2008 stemming from the structured
derivatives businesses, and corporate and flow derivatives, as a result of highly volatile market conditions and
counterparty-related defaults. In addition, the Group recognised stronger revenues from the Fund-Linked
Products and Prime Services businesses. The strong performance in 2009 across these businesses was
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driven by improved market conditions as higher investor confidence resulted in increased risk appetite for asset
classes such as Equities.

The Group'’s operating expenses were US$1,476M (2008: US$2,100M). This decrease is a result of a reduction in
general and administrative expenses partially offset by an increase in compensation accruals and the recognition in 2009
of the gain on a sale and leaseback transaction on the land and building comprising 20 Columbus Courtyard, London to
M1 Group (refer to Note 32-Guarantees and Commitments). The lower general and administrative expenses were a
result of decreased litigation charges and a reduction in the allocation of CS group overheads to CSi.

An income tax credit of US$314M (2008: US$1,892M) was reported for the year. The high effective tax rate for the
current period is due primarily to the benefit of foreign exchange movements on tax losses carried forward. New
legislation was enacted in July 2009 such that losses are now able to be carried forward in the functional currency of the
entity. The impact of the enactment of this new legislation for the year is a tax credit of US$246M which is the reversal
of a charge taken in 2008.

In response to the UK bank payroll tax on certain compensation exceeding GBP 25,000 for 2009, the aggregate
amount of variable compensation awarded by CS group in 2009 was reduced by 5%, and the amount of variable
compensation awarded to managing directors in the UK was significantly reduced. No expense has been recognised in
2009.

As at 31 December 2009, the Group had total assets of US$578,945M (31 December 2008: US$975,713M) and
total shareholders’ equity of US$11,035M (31 December 2008: US$9,573M). The significant decrease in total assets
was predominantly driven by decreased fair values of interest rate and credit derivatives due to movements on vyield
curves in the global markets and tightening of corporate credit spreads, narrowing of bid offer spreads and a rebalancing
of risk positions as part of the overall CS group Investment Bank strategy.

The Group has made a positive start to 2010 and the Directors remain confident about the prospects for 2010 given the
strength of the business model and competitive position.

Fair Value Measurement

Fair Value is considered the most relevant measurement for many financial instruments as it provides more
transparency than historic cost based valuations and aligns the accounting for these financial instruments with the
way in which the business is managed.

The fair value of the majority of the Group's financial instruments is based on quoted prices in active markets for
identical assets or liabilities (‘Level 1') or inputs other than quoted prices included within Level 1 that are
observable for the assets or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices) (‘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 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 varying degrees of judgement depending on liquidity, concentration, pricing
assumptions and the risks affecting the specific instrument. In such circumstances, valuation is determined based
on management’s own assumptions about the assumptions that market participants would use in pricing the asset
or liability (including assumptions about risk). These instruments include certain high yield debt securities,
distressed debt securities, certain OTC derivatives, certain CDOs, certain asset-backed and mortgage-backed
securities, non-traded equity securities, private equity and other long term investments.

Total Level 3 assets were US$23.3BN as at 31 December 2009 (31 December 2008: US$52.9BN), which was
equivalent to 4% of total assets.

Total Level 3 liabilities were US$25BN as at 31December 2009 (31 December 2008: US$47.9BN), which was
equivalent to 4.4% of total liabilities.

The reduction in Level 3 assets and liabilities is primarily a result of the disposal of complex instruments in accordance
with the Bank'’s strategy to de-risk the balance sheet. Additionally the increase in transparency and liquidity in financial
markets resulted in some complex financial positions recognised on a fair value basis being reclassified from Level 3 to
Level 2, reversing some of the movements experienced in 2008.
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Involvement with Special Purpose Entities (‘SPEs’)

The Group enters into transactions with, and makes use of, SPEs in the normal course of business. Transactions with
SPEs are generally executed to facilitate securitisation activities or to meet specific client needs, such as providing
liquidity or investment opportunities, and, as part of these activities, CSi may hold interests in the SPEs. Securitisation-
related transactions with SPEs involve selling or purchasing assets and entering into related derivatives with those SPEs,
providing liquidity, credit or other support. Other transactions with SPEs include derivative transactions in CSi's capacity
as the prime broker for entities qualifying as SPEs. CSi also enters into lending arrangements with SPEs for the purpose
of financing client projects or the acquisition of assets. Further, CSi is involved with SPEs which were formed for the
purpose of offering alternative investment solutions to clients. Such SPEs relate primarily to fund-linked vehicles or fund
of funds, where CSi acts as structurer, manager, distributor, broker, market maker or liquidity provider. The economic
risks associated with SPE exposures held by CSi, together with all relevant risk mitigation initiatives, are included in the
CS group risk management framework.

Investing or financing needs, or those of the Group’s clients, determine the structure of each transaction, which in turn
determines whether sale accounting and subsequent derecognition of the transferred assets under IAS 39 applies. In
addition, SPEs are entities which typically either lack sufficient equity to finance their activities without additional
subordinated 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 IAS 27 and its
associated interpretation, SIC-12. Application of the accounting requirements for consolidation of SPEs may require the
exercise of significant management judgement.

Key information relating to SPE exposures as at the end of 2009 is as follows:
31 December 2009

US$M
Consolidated SPEs
CDOs 107
Financial intermediation 1,676
Total assets of consolidated SPEs (excluding those held with the bank) 1,783

31 December 2009

US$M
Non-consolidated SPEs
CDOs 8,167
Financial intermediation 48,186
Total assets of non-consolidated SPEs 56,353
Total maximum exposure to loss of non-consolidated SPEs
CDOs 923
Financial intermediation 7,997

Structured Investment Vehicles (‘SIVs’)

SIVs are unconsolidated entities that issue various capital notes and debt instruments to fund the purchase of assets.
CSi does not sponsor or serve as asset manager to any SIVs,

Capital Resources

Throughout the year the Bank has accessed injections of capital and funding from CS group to ensure ongoing stability
and support of its business activities. The Bank continues to closely monitor its capital and funding requirements on a
daily basis. CS group has confirmed that it will ensure that the Bank is able to meet its debt obligations and maintain a

sound financial position over the foreseeable future.

Issues of long term debt are set out in Note 25- Long Term Debt.
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In 2009, there were changes in various classes of authorised and issued share capital. Preference share capital
increased by the authorisation and issuance of 200,000,000 Class K Preference shares. Participating share capital
increased by the authorisation of 1,500,000,000 Participating shares, of which 757,575,758 were issued at a premium
of US$742M. Class B Preference Shares were redeemed at par in full for US$375M (refer to Note 26-Called-up Share
Capital and Share Premium).

The Bank must at all times monitor and demonstrate the compliance with the relevant regulatory capital requirements of
the Financial Services Authority (‘FSA'). The Bank has put in place processes and controls to monitor and manage the
Bank's capital adequacy and no breaches were reported to the FSA during the year.

Subsidiary Undertakings and Branches

Credit Suisse First Boston International Warrants Limited was put into members’ voluntary liquidation during 2005 by the
Bank, and remains in liquidation (refer to Note 19-Investment in Subsidiary Undertakings).

Dividends
No dividends have been paid for the year ended 31 December 2009 (2008: US$Nil).
Risk Management

The Group’s financial risk management objectives and policies and the exposure of the Group to price risk, credit risk,
liquidity risk and cash flow risk are outlined in Note 37-Financial Instruments Risk Positions.

Directors

The names of the Directors as at the date of this report are set out on page 2. Changes in the directorate since 31
December 2008 and up to the date of this report are as follows:

Appointment:

Eraj Shirvani 12 April 2010
Luigi de Vecchi 16 December 2009
Stephen Dainton 30 October 2009
Resignation:

Gael de Boissard 12 April 2010
James Amine 16 December 2009
Simon Yates 30 October 2009

None of the Directors who held office at the end of the financial year was directly beneficially interested, at any time
during the year, in the shares of the Bank. Directors of the Group benefited from qualifying third party indemnity
provisions in place during the financial year and at the date of this report.

Disclosure of Information to Auditors

The Directors who held office at the date of approval of this Directors’ Report confirm that, so far as they are each
aware, there is no relevant audit information of which the Group’s auditors are unaware and each director has taken all
the steps that he ought to have taken as a director to make himself aware of any relevant audit information and to
establish that the Group’s auditors are aware of that information.

Employee Involvement and Employment of Disabled Persons

The CS group gives full and fair consideration to disabled persons in employment applications, training and career
development including those who become disabled during their period of employment.
The CS group has a Disability Interest Forum in place as a UK initiative. This forum:
e provides a support network;
o facilitates information sharing for those with a disability or those caring for a family member or friend with a
disability; and
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e invites all those who want to participate and who have an interest.
The forum raises awareness of issues related to disability and promotes an environment where disabled employees are
supported and are given the opportunity to reach their full potential.

Donations

During the year the Group made US$10,638 (2008: US$41,182) of charitable donations. There were no political
donations made by the Group during the year (2008: US$NIl).

Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and KPMG Audit
Plc will therefore continue in office.

Subsequent Events
The UK bank payroll tax on certain compensation exceeding GBP 25,000 for 2009 was enacted on 9 April 2010 and

will result in additional compensation expense of approximately US$110M in 2010 (being a preliminary estimate). No
expense has been recognised in 2009.

By Qrder of th \B‘omd\

\f\

Paul E Hare
Company Secretary

One Cabot Square
London E14 4QJ
21 April 2010

COMPANY REGISTRATION NUMBER: 2500199
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CREDIT SUISSE INTERNATIONAL
STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for preparing the Directors’ Report and the Financial Statements in accordance with
applicable law and regulations.

Company law requires the Directors to prepare group and parent company financial statements for each financial year.
Under that law they are required to prepare the group financial statements in accordance with IFRSs as adopted by
the EU, Article 4 of the IAS Regulation and applicable law and have elected to prepare the parent company financial
statements on the same basis.

Under company law the Directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the group and parent company and of their profit or loss for that period. In
preparing each of the group and parent company financial statements, the Directors are required to:

select suitable accounting policies and then apply them consistently;

make judgements and estimates that are reasonable and prudent;

state whether they have been prepared in accordance with IFRSs as adopted by the EU; and

prepare the financial statements on the going concemn basis unless it is inappropriate to presume that the
group and the parent company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
parent company’s transactions and disclose with reasonable accuracy at any time the financial position of the parent
company and enable them to ensure that its financial statements comply with the Companies Act 2006. They have
general responsibility for taking such steps as are reasonably open to them to safeguard the assets of the group and
to prevent and detect fraud and other irregularities.

Signed on behalf of the Board of Directors on 21 April 2010 by:

- M

Costas P Michaelides
Director

11



INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF CREDIT SUISSE
INTERNATIONAL

We have audited the financial statements of Credit Suisse International for the year ended 31 December 2009 set
out on pages 13 to 19. The financial reporting framework that has been applied in their preparation is applicable law
and International Financial Reporting Standards (IFRSs) as adopted by the EU and, as regards the parent company
financial statements, as applied in accordance with the provisions of the Companies Act 2006.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditors’ report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company'’s
members, as a body, for our audit work, for this report, or for the opinions we have formed.

Respective Responsibilities of Directors and Auditors

As explained more fully in the Directors’ Responsibilities Statement set out on page 11, the Directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's (APB's) Ethical
Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the APB’s web-site at
www.frc.org.uk/apb/scope/UKP

Opinion on financial statements

In our opinion:

e the financial statements give a true and fair view of the state of the group’s and of the parent company’s
affairs as at 31 December 2009 and of the group’s profit for the year then ended;

e the group financial statements have been properly prepared in accordance with IFRSs as adopted by the EU;

e the parent company financial statements have been properly prepared in accordance with IFRSs as adopted
by the EU and as applied in accordance with the provisions of the Companies Act 2006; and

e the financial statements have been prepared in accordance with the requirements of the Companies Act
2006 and, as regards the group financial statements, Article 4 of the IAS Regulation.

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements
are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to
you if, in our opinion:
e adequate accounting records have not been kept by the parent company, or retums adequate for our audit
have not been received from branches not visited by us; or
e the parent company financial statements are not in agreement with the accounting records and returns;
o certain disclosures of Directors’ remuneration specific by law are not made; or
e we have not received all the information and explanations we require for our audit.

ﬁ/,. éz/i/’l/' onhs GIN

(Senior Statutory Auditor)

For and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants

London

21 April 2010
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CREDIT SUISSE INTERNATIONAL

CONSOLIDATED STATEMENTS OF INCOME FOR THE YEAR ENDED 31 DECEMBER

2009

Note 2009 2008
US$M US$M
Interest and dividend income 5 1,541 3,783
Interest expense 5 (1,677 (4,971)
Net interest expense (136) (1,188)
Provision for credit losses 15 (125b) (159)
Commission and fee income 6 (140) 6
Net gains/(losses) from financial assets/liabilities at fair value through profit or loss 7 2,601 (2,798)
Revenue sharing agreements expense 8 (756) (925)
Net revenues 1,344 (5,064)
Gain on sale and operating leaseback 32 91 -
Compensation and benefits 9 (761) (584)
General and administrative expenses 10 (806) (1,516)
Net operating expenses (1,476) (2,100)
Loss before taxes (132) (7,164)
Income tax credit 11 314 1,892
Net income/(loss) 182 (5,272)

Net income/(loss) attributable to:
Equity holders of the parent 182 (5,272
182 (5,272)

Al profit or loss for both 2009 and 2008 is from Continuing Operations.
The Bank'’s profit after tax was US$254M for the year ended 31 December 2009 (2008: loss US$5,293M)
There are no other realised gains or losses not included within the Consolidated Income Statement.

The notes on pages 20 to 105 form an integral part of the Financial Statements.
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CREDIT SUISSE INTERNATIONAL

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION AS AT 31 DECEMBER 2009

Note 2009 - 2008
US$M US$M

Assets
Cash and due from banks 19,130 63,201
Interest-bearing deposits with banks 2565 349
Securities purchased under resale agreements and securities borrowing
transactions 13 19,337 8,958
Trading financial assets at fair value through profit or loss 14 459,620 806,967
Financial assets designated at fair value through profit or loss 14 29,681 34,451
Other loans and receivables 15 6,234 7,303
Repossessed collateral 16 34 34
Current tax assets 224 536
Deferred tax assets 12 2,143 1,825
Other assets 17 41,856 51,630
Intangible assets 20 256 184
Property and equipment 21 275 375
Total assets 578,945 975,713
Liabilities
Deposits 22 2,231 1,586
Securities sold under repurchase agreements and securities lending
transactions 13 4,120 9,019
Trading financial liabilities at fair value through profit or loss 14 437,653 756,744
Financial liabilities designated at fair value through profit or loss 14 43,071 40,698
Short term borrowings 23 28,038 79,278
Other liabilities 17 39,969 68,165
Provisions 24 40 14
Long term debt 25 12,788 10,636
Total liabilities 567,910 966,140
Shareholders’ equity
Called-up share capital 26 9,125 8,642
Share premium account 26 4,868 4,126
Retained earnings (3,104) (3,286)
Share-based payment reserve 146 191
Total shareholders’ equity 11,035 9,573
Total liabilities and equity 578,945 975,713

The notes on pages 20 to 105 form an integral part of the Financial Statements.

Approved by the Board of Directors on 21 April 2010 and signed on its behalf by:

~ oM

Costas P Michaelites
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CREDIT SUISSE INTERNATIONAL

BANK STATEMENT OF FINANCIAL POSITION ASs AT 31 DECEMBER 2009

Note 2009 2008
US$M US$M

Assets
Cash and due from banks 18,641 62,645
Interest-bearing deposits with banks 238 332
Securities purchased under resale agreements and securities borrowing
transactions 13 19,337 8,148
Trading financial assets at fair value through profit or loss 14 459,560 818,787
Financial assets designated at fair value through profit or loss 14 29,924 31,609
Other loans and receivables 15 6,234 7,313
Current tax assets 204 498
Deferred tax assets 12 2,143 1,796
Other assets 17 43,321 52,748
Investments in subsidiary undertakings 19 27 27
Intangible assets 20 266 184
Property and equipment 21 275 375
Total assets 580,160 984,462
Liabilities
Deposits 29 2,195 1,586
Securities sold under resale agreements and securities lending
transactions 13 4,120 9,432
Trading financial liabilities at fair value through profit or loss 14 437,986 756,934
Financial liabilities designated at fair value through profit or loss 14 42,727 37,162
Short term borrowings 23 28,300 90,167
Other liabilities 17 41,012 69,083
Provisions 24 40 14
Long term debt 25 12,788 10,636
Total liabilities 569,168 975,004
Shareholders’ equity
Called-up share capital 26 9,125 8,642
Share premium account 26 4,868 4,126
Retained earnings (3,147) (3,401)
Share-based payment reserve 146 191
Total shareholders’ equity 10,992 9,458
Total liabilities and shareholders’ equity 580,160 984,462

The notes on pages 20 to 105 form an integral part of the Financial Statements.

Approved by the Board of Directors on 21 April 2010 and signed on its behalf by:

= )\/\: J/

Costas P Michaelides
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CREDIT SUISSE INTERNATIONAL
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED
31 DECEMBER 2009

Share Share Retained Share- Total
Capital Premium Earnings based
payment
reserve
US$M US$Mm US$M US$M US$M
Balance at 1 January 2009 8,542 4,126 (3,286) 191 9,573
Share-based compensation, pre-tax - - - (69) (69)
Share-based compensation, tax - - - 24 24
Net loss recognised directly in ) ) } (45) (45)
equity
Profit for the period and total
recognised income and expense for - - 182 - 182
the period
Issue of shares 958 742 - - 1,700
Redemption of shares (375) - - - (375)
Balance at 31 December 2009 9,125 4,868 (3,104) 146 11,035
Share Share Retained Share- Total
Capital Premium Earnings based
payment
reserve
US$M US$M US$M US$M US$M
Balance at 1 January 2008 5,621 3,647 1,986 218 11,472
Share-based compensation, pre-tax - - - 10 10
Share-based compensation, tax - - - 37) (37)
Net loss recognised directly in
equity 9 v - - - (27) (27)
Loss for the period and total
recognised income and expense for - - (5,272) - (5,272)
the period
Issue of shares 2,921 479 - - 3,400
Redemption of shares - - - - -
Balance at 31 December 2008 8,542 4,126 (3,286) 191 9,573

There were no dividends paid during 2009 (2008: Nil).

The notes on pages 20 to 105 form an integral part of the Financial Statements.
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CREDIT SUISSE INTERNATIONAL
BANK STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED
31 DECEMBER 2009

Share Share Retained Share- Total
Capital Premium Earnings based
payment
reserve
uss$m US$M US$M US$M US$M
Balance at 1 January 2009 8,542 4,126 (3,401) 191 9,458
Share-based compensation, pre-tax - - - (69) (69)
Share-based compensation, tax - - - 24 24
Net loss recognised directly in
equity 9 v - - - (45) (45)
Profit for the period and total
recognised income and expense for - - 264 - 264
the period
Issue of shares 9h8 7492 - - 1,700
Redemption of shares (375) - - - (375)
Balance at 31 December 2009 9,125 4,868 (3,147) 146 10,992
Share Share Retained Share- Total
Capital Premium Earnings based
payment
reserve
USs$Mm US$M US$M US$M US$M
Balance at 1 January 2008 5,621 3,647 1,892 218 11,378
Share-based compensation, pre-tax - - - 10 10
Share-based compensation, tax - - - 37) (37)
Net loss recognised directly in
equity 9 v - - - @7 @7)
Loss for the period and total
recognised income and expense for - - (5,293) - (5,293)
the period
Issue of shares 2,921 479 - - 3,400
Redemption of shares - - - - -
Balance at 31 December 2008 8,542 4,126 (3,401) 191 9,458

There were no dividends paid during 2009 (2008: Nil).

The notes on pages 20 to 105 form an integral part of the Financial Statements.
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CREDIT SUISSE INTERNATIONAL

GROUP STATEMENT OF CASH FLOWS FOR THE YEAR ENDED

31 DECEMBER 2009

Note 2009 2008
Cash flows from operating activities US$M US$M
Profit/(Loss) before tax for the period (132) (7,164)
Adjustments to reconcile net income to net cash provided by/(used in) operating activities
Non-cash items included in net income/(loss) before tax and other adjustments:
Impairment, depreciation and amortisation 20,21 149 142
Disposal of property, plant and equipment 21 2 3
Disposal of intangible assets 20 6 7
Interest accrued on long term debt 5 416 494
Provision for credit losses 15 125 159
(Reversal)/impairment on loan commitments ©9) )]
Foreign exchange gains/(losses) 89 94)
Impairment on repossessed collateral 16 - 21
Gain on sale of long leasehold land and building 32 1) -
Provisions 6 5
Cash generated before changes in operating assets and liabilities 693 735
Net decrease/(increase) in operating assets:
Interest bearing deposits with banks 94 (201)
Securities repurchased under resale agreements and securities borrowing transactions (10,379) 13,282
Trading financial assets at fair value through profit or loss 347,447 (425,815)
Financial assets designated at fair value through profit or loss 4,770 (11,823)
Decrease in deferred tax asset due to deconsolidation 29 -
Other loans and receivables 944 3,931
Other assets 9,674 (25,346)
Net decrease/(increase) in operating assets 352,579 (445,972)
Net (decrease)/increase in operating liabilities:
Deposits (98) 21
Securities sold under resale agreements and securities lending transactions (4,899) (16,378)
Trading financial liabilities (319,091) 465,625
Financial liabilities designated at fair value through profit or loss 2,373 (5,187)
Short term borrowings (51,240) 32,700
Other liabilities and provisions (28,192) 13,851
Share-based compensation (69) 10
Net (decrease)/increase in operating liabilities (401,216) 490,642
Net cash provided by/(used in) operating activities (48,076) 38,241
Income taxes refund 362 425
Income taxes paid (34) (143)
Net cash provided by/(used in) operating activities (47,748) 38,523
Cash flows from investing activities
Sale proceeds of long leasehold land and building 32 162 -
Capital expenditures for property and equipment and intangible assets 20,21 (190) (188)
Net cash used in investing activities (38) (188)
Cash flows from financing activities
Issuances of long term debt (including long term debt at fair value through profit or loss) 1,723 3,030
Repayments of long term debt (including long term debt at fair value through profit or loss) (76) (4,531)
Interest paid on long term debt - (494)
Issue of shares 26 1,700 3,400
Redemption of shares 26 (375) -
Net cash provided by financing activities 2,972 1,405
Net increase/(decrease) in Cash and due from banks (44,814) 39,740
Cash and due from banks at beginning of period 61,717 21,977
Cash and due from banks at end of period 16,903 61,717
Cash and due from banks 19,130 63,201
Demand deposits (2,227) (1,484)
Cash and due from banks at end of period 16,903 61,717

The notes on pages 20 to 105 form an integral part of the Financial Statements.
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CREDIT SUISSE INTERNATIONAL

BANK STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2009

Note 2009 2008
Cash flows from operating activities US$m US$M
Profit/(Loss) before tax for the period (63) (7,183)
Adjustments to reconcile net income to net cash provided by/(used in) operating activities
Non-cash items included in net income/(loss) before tax and other adjustments:
Impairment, depreciation and amortisation 20,21 149 142
Disposal of property, plant and equipment 21 2 3
Disposal of intangible assets 20 6 7
Interest accrued on long term debt 5 416 494
Impairment charge on other loans and receivables 15 125 159
Provision for credit losses ) ©
Foreign exchange (gain)/losses 89 94)
Gain on sale of long leasehold land and building 32 (D] -
Provisions 6 5
Cash generated before changes in operating assets and liabilities 693 714
Net (increase)/decrease in operating assets:
Interest bearing deposits with banks 94 (184)
Securities purchased under resale agreements and securities borrowing transactions (11,189) 13,5638
Trading financial assets at fair value through profit or loss 359,227 (440,406)
Financial assets designated at fair value through profit or loss 1,685 (10,283)
Other loans and receivables 954 3,926
Other assets 9,427 (25,143)
Net increase in operating assets 360,198 (458,552)
Net increase/(decrease) in operating liabilities:
Deposits (98) 21
Securities sold under resale agreements and securities lending transactions (5,312) (15,9656)
Trading financial liabilities (318,948) 465,804
Financial liabilities designated at fair value through profit or loss 5,675 (4,922)
Short term borrowings (61,867) 43,736
Other liabilities and provisions (28,067) 13,5649
Share-based compensation (69) 10
Net increase in operating liabilities (408,786) 502,233
Net Cash provided by/(used in) operating activities (47,958) 37,212
Income taxes refund 327 425
Income taxes paid (14) (143)
Net cash provided by/(used in) operating activities (47,645) 37,494
Investing activities
Sale proceeds of long leasehold land and building 32 162 -
Capital expenditures for property, plant, equipment and intangible assets 20,21 (190) (188)
Net cash flow used in investing activities (38) (188)
Cash flows from financing activities
Issuances of long term debt (including long term debt at fair value through profit or loss) 1,723 3,030
Repayments of long term debt (including long term debt at fair value through profit or loss) (76) (4,531)
Interest paid on long term debt - (494)
Issue of shares 26 1,700 3,400
Redemption of shares 26 (375) -
Net cash provided by/(used in) financing activities 2,972 1,405
Net increase/(decrease) in cash and due from banks (44,711) 38,711
Cash and due from banks at beginning of period 61,161 22,450
Cash and due from banks at end of period 16,450 61,161
Cash and due from banks 18,641 62,645
Demand deposits (2,191) (1,484)
Cash and due from banks at end of period 16,450 61,161

The notes on pages 20 to 105 form an integral part of the Financial Statements.
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CREDIT SUISSE INTERNATIONAL
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

1. General

Credit Suisse International (‘CSi' or the ‘Bank’) is a bank domiciled in the United Kingdom. The address of the
Bank’s registered office is One Cabot Square, London, E14 4QJ. The Consolidated Financial Statements for the
year ended 31 December 2009 comprise CSi and its subsidiaries (together referred to as the ‘Group’).

2. Significant Accounting Policies
a) Statement of compliance

Both the parent company financial statements and the group financial statements have been prepared on a going
concern basis and approved by the Directors in accordance with International Financial Reporting Standards as adopted
by the EU (‘Adopted IFRSs’) and the Interational Financial Reporting Interpretations Committee (‘IFRIC’). On publishing
the parent company financial statements here together with the group financial statements, the Bank is taking advantage
of the exemption in s408 of the Companies Act 2006 not to present its individual Statement of Income and related
notes.

b) Basis of preparation

The Consolidated Financial Statements are presented in United States dollars (US$) rounded to the nearest million.
They are prepared on the historical cost basis except that the following assets and liabilities are stated at their fair value:
derivative financial instruments, financial instruments held for trading, financial instruments that are hedged as part of a
designated hedging relationship and financial instruments designated by the Group as at fair value through profit or loss.

The preparation of financial statements in conformity with adopted IFRS requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, income
and expenses. The estimates and associated assumptions are based on historical experience and various other factors
that are believed to be reasonable under the circumstances, the results of which form the basis of making the
judgements about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results
may differ from these estimates. Critical accounting estimates and judgements applied to these Financial Statements
are set out in Note 3-Critical Accounting Estimates and Judgements in Applying Accounting Polices.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period or in the period of revision
and future periods if the revision has a significant effect on both current and future periods.

The Group and Bank have unrestricted and direct access to funding sources by Credit Suisse Group. After making
engquiries of the Credit Suisse Group, the Directors of the bank have received confirmation that a Credit Suisse Group will
ensure that the bank maintains a sound financial position and is able to meet its debt obligations for the foreseeable
future. Accordingly the Directors have prepared these accounts on a going concern basis.

Standards and Interpretations effective in the current period
The Group has adopted the following amendments and interpretation in the current year:

e IAS 1 Revised - Presentation of Financial Statements. Details changes to the presentation of the financial
statements, specifically around non-owner changes in equity (that is, ‘comprehensive income’) and the
presentation thereof.

e IAS 1 and IAS 32 revised - Puttable instruments and obligations arising on liquidation. The amendments
provide for equity treatment, under certain circumstances, for financial instruments puttable at fair value and
obligations arising on liquidation only.

e |FRS 2 Amendments - Share Based Payment. These amendments clarify the terms ‘vesting conditions’ and
‘cancellations’.
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CREDIT SUISSE INTERNATIONAL
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

2. Significant Accounting Policies (continued)

e |IFRS 3 Business Combinations and IAS 27 Consolidated and Separate Financial Statements: Details changes
to Business Combination accounting including Acquisition cost, Contingent consideration, Goodwill and
noncontrolling interests, Step acquisition, Partial disposal of an investment and acquiring additional shares in the
subsidiary after control was obtained.

e IFRS 8 - Operating Segments. This replaces the old IAS 14 ‘Segment Reporting’ and gives new guidance
around segmental reporting.

e I[FRS 7 and IFRS 1 - Amendment to IFRS 7 Improving Disclosures about Financial Instruments. The
amendments require enhanced disclosures about fair value measurements and liquidity risk and relief from
comparative disclosures for amendments in IFRS 1.

e |AS 32 Amendment 'Financial instruments' Presentation: Classification of Rights Issues. The amendment
provides guidance on the classification of rights issues denominated in a currency other than the functional
currency of the issuer.

e |AS 39 Amendments — Financial Instruments: Recognition and Measurement and IFRS 7 — Financial
Instruments: Disclosures regarding reclassification of financial assets. These amendments to IAS 39 allowed
certain classifications of non-derivative financial assets out of fair value through profit or loss and also allow the
reclassification of financial assets from available for sale to loans and receivables, the IFRS 7 amendments
require further disclosures around these reclassifications.

e Amendments to IAS 39 and IFRIC 9 — Embedded derivatives. This clarifies the accounting treatment of
embedded derivatives for entities that make use of the reclassification amendments to IAS 39.

e Amendments to IAS 39 ‘Financial Instruments: Recognition and Measurement’ Eligible Hedged Items. These
amendments clarify what can be designated as a hedged item in a hedge accounting relationship and deals with
the circumstances in which an entity may designate a portion of the cash flows of a financial instrument as a
hedged item.

e Improvements to IFRS. These amendments which resulted from IASB'’s annual improvements project comprise
amendments that result in accounting charges for presentation, recognition or measurement purposes as well
as terminology or editorial amendments related to a variety of individual IFRS standards.

e |FRIC 17 — Distributions of Non-Cash Assets to Owners. This amendment clarifies the recognition and
measurement of dividends payable.

e |FRIC 18 — Transfers of Assets from Customers. This amendment clarifies the treatment of accounting for
customer contributions, being transactions in which an entity — the ‘access provider’ — receives an asset it uses
to provide access to an ongoing supply of ‘goods or services' to a customer or customers.

Standards and Interpretations in issue but not yet effective

The Group is not required to adopt the following standards and interpretations which are issued but not yet effective.

e |AS 32 Amendment ‘Financial instruments’ Presentation: Classification of Rights Issues. The amendment
provides guidance on the classification of rights issues denominated in a currency other than the functional
currency of the issuer. (effective for annual periods beginning on or after 1 February 2010 — expected adoption
date 1 February 2010)

The expected impact of the standards and interpretations issued but not yet effective is still being assessed, however,
the Group does not anticipate that the above interpretations will have a material impact on the reported numbers in the
Consolidated Financial Statements in the period of initial application. The accounting policies have been applied
consistently by Group entities.
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CREDIT SUISSE INTERNATIONAL
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

2. Significant Accounting Policies (continued)

Certain reclassifications have been made to the prior year Consolidated Financial Statements of the Group to conform
to the current year's presentation. These reclassifications are not material.

c) Basis of consolidation

The Consolidated Financial Statements include the results and positions of the Bank and its subsidiaries (including
special purpose entities). The Consolidated Financial Statements include the Statements of Income, Statements of
Financial Position, Statements of Cash Flows, Statements of Changes in Equity and the related notes of the Group.

A subsidiary is an entity in which the Bank holds, directly or indirectly, more than 50% of the outstanding voting rights,
or which it otherwise has the power to control. Control is achieved where the Bank has the power to govern the
financial and operating policies of an investee entity so as to obtain benefits from its activities. The Bank also
consolidates entities when the substance of the relationship between the Bank and the entity indicates that it is
controlled by the Bank in accordance with SIC 12 ‘Consolidation — Special Purpose Entities’. The effects of
intercompany transactions and balances have been eliminated in preparing the Consolidated Financial Statements.

d) Foreign currency

The Bank’s functional currency is United States Dollars. Transactions denominated in currencies other than the
functional currency of the reporting entity are translated at the foreign exchange rate ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated to
US$ at the foreign exchange rate ruling at that date. Foreign exchange differences arising from translation are
recognised in the Consolidated Statement of Income. Non-monetary assets and liabilities denominated in foreign
currencies at the reporting date are not revalued for movements in foreign exchange rates.

e) Cash and due from banks

For the purpose of preparation and presentation of Consolidated Statements of Cash Flows, cash and cash
equivalents comprise the components of cash and due from banks that are short term, highly liquid instruments with
original maturities of three months or less and that are held or utilised for the purpose of cash management.

Where cash is received or deposited as collateral, the obligation to repay or the right to receive that collateral is
recorded in Other assets or Other liabilities.

f) Securities purchased or sold under resale agreements

Securities purchased under resale agreements (‘reverse repurchase agreements’) and securities sold under resale
agreements (‘repurchase agreements’) are generally treated as collateralised financing transactions. In reverse
repurchase agreements, the cash advanced, including accrued interest is recognised on the Consolidated Statements
of Financial Position as an asset. In repurchase agreements, the cash received, including accrued interest is
recognised on the Consolidated Statements of Financial Position as a liability.

Securities received under reverse repurchase agreements and securities delivered under repurchase agreements are
not recognised or derecognised unless all or substantially all the risks and rewards are obtained or relinquished. In
transactions where the borrower has the right to sell or repledge securities transferred by the Group, the securities are
presented on the Consolidated Statements of Financial Position as encumbered. The Group monitors the market
value of the securities received or delivered on a daily basis and provides or requests additional collateral in
accordance with the underlying agreements.

Interest earned on reverse repurchase agreements and interest incurred on repurchase agreements is recognised on

an effective yield basis and recorded as interest income or interest expense for agreements that are not classified as
financial assets or other financial liabilities designated at fair value through profit or loss.
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CREDIT SUISSE INTERNATIONAL
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

2. Significant Accounting Policies (continued)
g) Securities borrowing and lending transactions

Securities borrowing and securities lending transactions are generally entered into on a collateralised basis. The
transfer of the securities themselves is not reflected on the Statement of Financial Positions unless the risks and
rewards of ownership are also transferred. In transactions where the borrower has the right to sell or repledge the
securities transferred by the Group, the securities are presented on the Consolidated Statements of Financial Position
as encumbered. If cash collateral is advanced or received, securities borrowing and lending activities are recorded at
the amount of cash collateral advanced (cash collateral on securities borrowed) or received (cash collateral on
securities lent). The sale of securities received in a security borrowing transaction results in the recognition of a
trading liability (short sale).

The Group monitors the market value of the securities borrowed and lent on a daily basis and provides or requests
additional collateral in accordance with the underlying agreements. Fees are recognised on an accrual basis and
interest received or paid is recognised on an effective yield basis and recorded as interest income or interest expense.

h) Derivative financial instruments and hedging

All freestanding derivative contracts are carried at fair value in the Consolidated Statements of Financial Position
regardless of whether these instruments are held for trading or risk management purposes.

Derivatives classified as trading assets and liabilities include those held for trading purposes and those used for risk
management purposes that do not qualify for hedge accounting. Derivatives held for trading purposes arise from
proprietary trading activity and from customer-based activity, with changes in fair value included in ‘net gains/(losses)
from financial assets/liabilities at fair value through profit or loss’. Derivative contracts, which are both designated and
qualify for hedge accounting, are reported in the consolidated statements of financial position as ‘Other Assets’ or
‘Other Liabilities” and hedge accounting is applied.

The fair value recorded for derivative instruments does not indicate future gains or losses, but rather the unrealised
gains and losses from valuing all derivatives at a particular point in time. The fair value of exchange-traded derivatives
is typically derived from observable market prices and/or observable market parameters. Fair values for OTC
derivatives are determined on the basis of internally developed proprietary models using various input parameters.
Where the input parameters cannot be validated using observable market data, reserves are established for unrealised
gains or losses evident at the inception of the contracts so that no gain or loss is recorded at inception. Such
reserves are amortised to income over the life of the instrument or released into income when observable market data
becomes available.

Embedded derivatives

When derivative features embedded in certain contracts that meet the definition of a derivative are not considered
clearly and closely related to the host instrument, the embedded feature will be accounted for separately at fair value,
with changes in fair value recorded in the Consolidated Statement of Income unless, consistent with the provisions of
IAS 39, the fair value option is elected (as described in note k below) or the entire hybrid instrument is classified as
held for trading, in which case the entire instrument is recorded at fair value with changes in fair value recorded in the
Consolidated Statement of Income. Once separated, the derivative is recorded in the same line in the Consolidated
Statements of Financial Position as the host instrument.

Hedge accounting

Where hedge accounting is applied, the Group formally documents all relationships between hedging instruments and
hedged items, including the risk management objectives and strategy for undertaking hedge transactions. At
inception of a hedge and on an ongoing basis, the hedge relationship is formally assessed to determine whether the
derivatives that are used in hedging transactions are highly effective in offsetting changes in fair values or cash flows
of hedged items attributable to the hedged risk on both a retrospective and prospective basis. The Group
discontinues hedge accounting prospectively in circumstances where:
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CREDIT SUISSE INTERNATIONAL
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

2. Significant Accounting Policies (continued)

e itis determined that the derivative is no longer effective in offsetting changes in the fair value or cash flows
of a hedged item (including forecasted transactions);

e the derivative expires or is sold, terminated, or exercised;

e the derivative is no longer designated as a hedging instrument because it is unlikely that the forecasted
transaction will occur; or

e the Group otherwise determines that designation of the derivative as a hedging instrument is no longer
appropriate.

Fair value hedge accounting

For derivatives that are designated and qualify as fair value hedges, the carrying value of the underlying hedged items
is adjusted by the change in the fair value attributable to the risk being hedged. Changes in the fair value of these
derivatives are recorded in the same line item of the Consolidated Statement of Income as the change in fair value of
the risk being hedged for the hedged assets or liabilities to the extent the hedge is effective. Hedge ineffectiveness is
separately recorded net gains/ (losses) from financial assets/liabilities at fair value through profit or loss.

When the Group discontinues fair value hedge accounting the derivative will continue to be carried on the Statement
of Financial Positions at its fair value and the hedged asset or liability will no longer be adjusted for changes in fair
value attributable to the hedged risk. Fair value adjustments previously recorded on the underlying hedged items,
where these hedged items are interest-bearing instruments, will be amortised to the Consolidated Statement of
Income over the remaining life of the hedged item according to the effective interest rate method. Any unamortised
fair value adjustment of an interest-bearing instrument is to be reclassified to the Consolidated Statement of Income
upon sale or extinguishment of the hedged asset or liability, respectively. Fair value hedge adjustments previously
made to the carrying value of the underlying hedged item, where the hedged item is not an interest-bearing
instrument, are recognised in the Consolidated Statement of Income when the hedged item affects net income, which
is usually when the instrument is disposed of.

i) Financial assets and liabilities at fair value through profit or loss

The Group classifies certain financial assets and liabilities as either held for trading or designated at fair value through
profit or loss. Financial assets and liabilities with either classification are carried at fair value. Fair value is defined as
the amount for which an asset could be exchanged or a liability settled between knowledgeable, willing parties in an
arm’s length transaction other than an involuntary liquidation or distressed sale. Quoted market prices are used when
available to measure fair value. In cases where quoted market prices are not available, fair value is estimated using
valuation techniques consistent with those used in the financial markets. Where the input parameters cannot be
validated using observable market data, reserves are established for unrealised gains or losses evident at the inception
of the contracts so that no gain or loss is recorded at inception. Such reserves are amortised to income over the life
of the instrument or released into income when observable market data becomes available.

Related realised and unrealised gains and losses are included in net gains/ (losses) from financial assets/liabilities at
fair value through profit or loss.

IAS39 permits an entity to reclassify non derivative financial assets, other than those designated at fair value through
profit or loss (i.e. trading financial assets) upon initial recognition, out of the fair value through profit or loss category if
they are no longer held for the purpose of being sold or repurchased in the near term, as follows:

(i) if the financial asset would have met the definition of loans and receivables, if the financial asset had not been
required to be classified as held for trading at initial recognition, then it may be reclassified if the entity has the
intention and ability to hold the financial asset for the foreseeable future or until maturity

(i) if the financial asset would not have met the definition of loans and receivables, then it may be reclassified out of
the trading category only in ‘rare circumstances’.
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CREDIT SUISSE INTERNATIONAL
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

2. Significant Accounting Policies (continued)
Trading financial assets and financial liabilities at fair value through profit or loss

Trading assets and liabilities include mainly debt and equity securities, derivative instruments and loans. These assets
and liabilities are included as part of the trading portfolio based on management’s intention to sell the assets or
repurchase the liabilities in the near term, and are carried at fair value. Transactions with a normal settlement period
are recorded on a trade date basis.

Financial instruments designated as held at fair value through profit or loss

Financial assets and liabilities are only designated as held at fair value through profit or loss if the instruments contain
a substantive embedded derivative, or when doing so results in more relevant information, because either:

(i) it eliminates or significantly reduces an inconsistency in measurement or recognition (sometimes referred to as an
‘accounting mismatch’) that would otherwise arise from measuring assets or liabilities or recognising the gains
and losses on them on different bases. This election is used for instruments that would otherwise be accounted
for under an accrual method of accounting where their economic risks are hedged with derivative instruments that
require fair value accounting. This election eliminates or significantly reduces the measurement mismatch
between accrual accounting and fair value accounting;

(if) a group of financial assets, financial liabilities or both is managed and its performance is evaluated on a fair value
basis, in accordance with a documented risk management or investment strategy, and information about the
group is provided internally on that basis to the entity’s key management personnel. This election is used for
instruments purchased or issued by business units that manage their performance on a fair value basis. For all
instruments elected under this criterion, the business maintains a documented strategy that states that these
instruments are risk managed on a fair value basis.

The Fair Value Option has been applied to certain debt instruments, equity securities and loans and the related assets
and liabilities are presented as ‘other financial assets designated at fair value through profit or loss’ or ‘other financial
liabilities designated at fair value through profit or loss’ are recognised in net gains/ (losses) from financial
assets/liabilities at fair value through profit or loss. Once designated this election is irrevocable. All fair value changes
related to these financial instruments held at fair value through profit or loss are recognised in ‘net gains/(losses) from
financial assets/liabilities at fair value through profit or loss’.

j) Recognition and Derecognition
Recognition

The Group recognises financial instruments on its Consolidated Statements of Financial Position when the Group
becomes a party to the contractual provisions of the instrument.

Trade date accounting

Purchases and sales of financial assets and liabilities at fair value through profit or loss are recorded on a trade date
basis.

Derecognition

The Group enters into transactions where it transfers assets recognised on its Statement of Financial Positions, but
retains either all risks and rewards of the transferred assets or a portion of them. If all or substantially all risks and
rewards are retained, the transferred assets are not derecognised from the Statement of Financial Positions. In
transactions where the Group neither retains nor transfers substantially all risks and rewards of ownership of a
financial asset, it derecognises the asset if control over the asset is lost. The rights and obligations retained in the
transfer are recognised separately as assets and liabilities as appropriate. In transfers where control over the asset is
retained, the Group continues to recognise the asset to the extent of its continuing involvement, determined by the
extent to which it is exposed to changes in the value of the transferred asset.
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In transactions where the Group neither retains nor transfers substantially all risks and rewards of ownership of a
financial asset, it derecognises the asset if control over the asset is lost. The rights and obligations retained in the
transfer are recognised separately as assets and liabilities as appropriate. In transfers where control over the asset is
retained, the Group continues to recognise the asset to the extent of its continuing involvement, determining by the
extent to which it is exposed to changes in the value of the transferred asset.

The Group derecognises financial liabilities when they are extinguished. Where the Group has a financial liability and
this instrument is exchanged for a new instrument with the same counterparty, which is substantially different, or
when an existing instrument classified as a financial liability is substantially modified, the old instrument is deemed to
be extinguished and a new financial liability is recognised. Any gain or loss due to derecognition of the extinguished
instrument is recorded in the Consolidated Statement of Income. Where a modification and not an extinguishment is
deemed to have occurred, the difference is adjusted to the carrying value of the new instrument and reclassified into
income using the effective interest method.

Securities
The Group securitises assets, which generally results in the sale of these assets to special purpose entities, which in
tumn issue securities to investors. The transferred assets may qualify for derecognition of financial assets.

Interests in securitised financial assets may be retained in the form of senior or subordinated tranches, interest only
strips or other residual interests (collectively referred to as ‘retained interests’). Provided the Group’s retained
interests do not result in consolidation of the special purpose entity, nor in continued recognition of the transferred
assets, these retained tranches are typically recorded in trading financial assets at fair value through profit or loss.

k) Other loans and receivables

Other loans and receivables are recognised when cash is advanced to borrowers. They are initially recorded at fair
value, plus any directly attributable transaction costs and subsequently are amortised on an effective interest method,
less impairment losses. In the event of an impairment loss the effective interest will be re-estimated.

When calculating the effective interest, the group estimates cash flows considering all contractual terms of the
financial instruments including premiums, discounts, fees and transactions costs but not future credit losses.

Impairment (charge)/reversal on other loans and receivables

The Group assesses at each reporting date whether there is objective evidence that a significant loan position or a
portfolio of loans is impaired. A significant individual loan position or portfolio of loans is impaired and impairment
losses are incurred if, and only if, there is objective evidence of impairment as a result of one or more loss events that
occurred after the initial recognition of the asset and prior to the reporting date (a ‘loss event') and that the loss event
or events have had an impact on the estimated future cash flows of the financial asset or the portfolio that can be
reliably estimated.

Many factors can affect the Group’s estimate of the impairment losses on other loans and receivables, including
volatility of default probabilities, rating migrations and loss severity. If the Group determines that no impairment exists
for an individually assessed loan, whether significant or not, it includes the loan in a loan portfolio and collectively
assesses them for impairment. The estimation impairment for the loan portfolio involves applying historical loss
experience, adjusted to reflect current market conditions, to homogeneous loans based on risk rating and product
type. To estimate this component of the impairment for loans, the Group segregates loans by risk, industry or country
rating. Excluded from this estimation process are loans where a specifically identified loss has been included in the
specific component of the allowance for loan losses.

The estimate of the component of the allowance for specifically identified credit losses on impaired loans is based on
a regular and detailed analysis of each loan in the portfolio considering collateral and counterparty risk. The Group
considers a loan impaired when, based on current information and events, it is probable that the Group will be unable
to collect the amounts due according to the contractual terms of the loan agreement. For certain non-collateral
dependent impaired loans, impairment charges are measured using the present value of estimated future cash flows
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discounted at the asset's original effective interest rate. For collateral dependant impaired loans future cash flows for
determining impairment is measured taking into account the value of collateral. The amount of the loss is recognised
in the Consolidated Statement of Income in provision for credit losses. The methodology and assumptions used for
estimating future cash flows are reviewed regularly to reduce any differences between loss estimates and actual loss
experience. An allowance for impairment is reversed only when the credit quality has improved such that there is
reasonable assurance of timely collection of principal and interest in accordance with the original contractual terms of
the claim agreement.

Write off of loans

When it is considered certain that there is no realistic prospect of recovery and all collateral has been realised or
transferred to the Group, the loan and any associated allowance is written off.

Renegotiated loans

Loans subject to collective impairment assessment whose terms have been renegotiated are no longer considered
past due, but are treated as new loans for measurement purposes once the minimum number of payments required
under the new arrangements has been received. Loans subject to individual impairment assessment, whose terms
have been renegotiated, are subject to ongoing review to determine whether they remain impaired or should be
considered past due. The carrying amount of loans that has been classified as renegotiated retain this classification
until maturity or derecognition.

Loan commitments

Certain loan commitments are classified as financial assets/liabilities at fair value through profit or loss in accordance
with the policy discussed above. All other loan commitments remain off-balance sheet; however they are assessed
for impairment.

I) Netting

The Group only offsets financial assets and liabilities and presents the net amount on the Statement of Financial
Positions where it:

e currently has a legally enforceable right to set off the recognised amounts; and
e intends either to settle on a net basis, or to realise the asset and liability simultaneously.

In many instances the Group's net position on multiple transactions with the same counterparty is legally protected by
Master Netting Agreements. Such agreements ensure that the net position is settled in the event of default of either
counterparty and effectively limits credit risk on gross exposures. However, if the transactions themselves are not
intended to be settled net, nor will they settle simultaneously, it is not permissible under IAS 32 ‘Financial Instruments:
Presentation’ to offset transactions falling under Master Netting Agreements.

m) Income tax

Income tax on the profit or loss for the year comprises current and deferred taxes. Income tax is recognised in the
Consolidated Statement of Income except to the extent that it relates to items recognised direc