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Key metrics

in/endof % change
in / end of 2018 2017 YoY
Results (CHF million, except where indicated)
Net income from business activities ! 4,655 4,438 5
Total operating expenses 2,957 3,117 ®)
Net profit 890 514 73
Balance sheet metrics (CHF million)
Total assets 292,747 292,931 0
Mortgage loans 115,413 112,869 2
Customer deposits 165,578 164,310 1
Total shareholders’ equity 14,5637 15,347 ®)
Swiss regulatory capital and leverage metrics - Look-through (CHF million, except where indicated)
Swiss CET1 capital 10,753 10,454 3
Total loss-absorbing capacity (TLAC) 23,972 18,473 30
Swiss CET1 ratio (%) 14.0 141 -
Swiss CET1 leverage ratio (%) 4.3 4.1 -
TLAC ratio (%) 31.1 25.0 -
TLAC leverage ratio (%) 9.6 7.3 -
Assets under management and net new assets (CHF billion)
Assets under management 529.2 545.2 2.9
Net new assets 11.0 9.8) -
Number of employees (full-time equivalents)
Number of employees 7,050 7,600 )
Long-term credit rating
Fitch Ratings A A -
Standard & Poor's A - -

Represents standalone financial information of Credit Suisse (Schweiz) AG.

1 Reflects net income from interest activities, net income from commission and service activities, net income/(loss) from trading activities and fair value option and net income from other

ordinary activities.
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For purposes of this report, unless the context otherwise requires, the terms “Credit Suisse” and “the Group” mean Credit Suisse Group AG and its
consolidated subsidiaries.

Capital adequacy disclosures for the Group and Credit Suisse (Schweiz) AG are presented in the publications “Pillar 3 and regulatory disclosures — Credit
Suisse Group AG” and “Regulatory disclosures — Subsidiaries”, respectively, which are available on Credit Suisse Group’s website
credit-suisse.com/regulatorydisclosures.

Publications referenced in this report, whether via website links or otherwise, are not incorporated into this report.

In various tables, use of “~" indicates not meaningful or not applicable.
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KPMG

REPOIT of the statutory Aucitor

To the General Meeting of Shareholders of Credit Suisse (Schweiz) AG, Zurich

Report of the Statutory Auditor on the Financial Statements

As statutory auditor, we have audited the accompanying financial statements of Credit Suisse (Schweiz)
AG, which comprise the balance sheet, income statement, statement of changes in equity and notes for the
year ended December 31, 2018.

Board of Directors’ Responsibility

The Board of Directors is responsible for the preparation of the financial statements in accordance with the
requirements of Swiss law and the Bank’s articles of association. This responsibility includes designing,
implementing and maintaining an internal control system relevant to the preparation of financial statements
that are free from material misstatement, whether due to fraud or error. The Board of Directors is further
responsible for selecting and applying appropriate accounting policies and making accounting estimates that
are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Swiss law and Swiss Auditing Standards. Those standards require that we plan
and perform the audit to obtain reasonable assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers the internal control system relevant to the entity’s preparation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control system. An
audit also includes evaluating the appropriateness of the accounting policies used and the reasonableness
of accounting estimates made, as well as evaluating the overall presentation of the financial statements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements for the year ended December 31, 2018 comply with Swiss law and
the Bank’s articles of association.
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Report on Other Legal Requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Oversight Act (AOA)
and independence (article 728 CO and article 11 AOA) and that there are no circumstances incompatible
with our independence.

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

We further confirm that the proposed appropriation of available earnings complies with Swiss law and the
Bank’s articles of association. We recommend that the financial statements submitted to you be approved.

KPMG AG

- -
- D\-A "-'/L——‘"'—f
Ralph Dicht Nicholas Edmonds

Licensed Audit Expert Licensed Audit Expert
Auditor in Charge

Zurich, Switzerland
March 22, 2019

KPMG AG, Badenerstrasse 172, PO Box, CH-8036 Zurich [6]

KPMG AG is a subsidiary of KPMG Holding AG, which is a member of the KPMG network of independent firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss legal entity. All rights reserved.
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Financial statements

Statements of income

Note in
2018 2017

Statements of income (CHF million)
Interest and discount income 2,360 2,103
Interest and dividend income from trading activites 292 308
Interest and dividend income from financial investments 4 3
Interestexpense (480)  (358)
Gross income from interest activities 2,176 2,056
(Increase)/release of allowance for default risks and losses from interest activities @1) (49)
Net income from interest activities 4 2,095 2,007
Commission income from securities trading and investment activities 1,542 1,575
Commission income from lending activites 186 1659
Commission income from other services 372 4
Commission expense @120 (429)
Net income from commission and service activities 1,688 1,717
Net income/(loss) from trading activities and fair value option 5 177 214
Income/(loss) from the disposal of financial investments 2 12
Income from participations 3’1 199
Income from real estate o D)
Otherordinaryincome 399 388
Otherordinary expenses . @n o)
Net income from other ordinary activities 695 500
Personnel expenses 6 1,319 1,383
General and administrative expenses 7 1638 1,734
Total operating expenses 2,957 3,117
Impairment of participations, depreciation and amortization of tangible fixed assets and intangible assets 753 734
Increase/(release) of provisions and other valuation adjustments, and losses 8 3 32
Operating profit 892 555
Extraordinary income 8 71 0
Taxes 9 3  ©)
Net profit 890 514
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Balance sheets

Note end of
2018 2017
Assets (CHF million)

Cash and other liquid assets 43,443 35,803
Duefrombanks 14,047 18,598
Securities borrowing and reverse repurchase agreements 10 10,007 12,934
Due from customers 11 29185 28,246
Mortgage loans 11 115413 112,869
Tradingassets 12 1751 50206
Positive replacement values of derivative financial instruments 13 2442 2621
Financial investments (VI 283 309
Accrued income and prepaid expenses 374 358
Participations 1,623 1,596
Tangible fixed assets o715 187
Intangible assets 1,821 2,52
Otherassets 15 2083 1678
Total assets 222,747 222,931
Total subordinated receivables 90 120
~ of which receivables subject to contractual mandatory conversion and/or cancellaton 90 9

Liabilities and shareholders’ equity
Due to banks 15,563 21,508
Securities lending and repurchase agreements 10 2483 2853
Customerdeposits 165,578 164,310
Trading liabiliies (I 541 768
Negative replacement values of derivative financial instruments 13 1306 663
Liabilities from other financial instruments held at fair value 1 22 562
Medum-termnotes %4 372
Bonds and mortgage-backed bonds 20,200 165,087
Accrued expenses and deferred income 783 959
Other liabilities 15 1349 478
Provisions 19 121 74
Total liabilities 208,210 207,584
Share capital 20 100 100
Legal capital reserves 13,5633 14,733
© of which capital contribution reserves 13222 14,422
Retained earnings 14 0
Net profit 890 514
Total shareholders’ equity 14,537 15,347
Total liabilities and shareholders’ equity 222,747 222,931
Total subordinated liabilities 3,105 507
~ of which liabilities subject to contractual mandatory conversion and/or cancellaon 3106 500
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Off-balance sheet transactions

end of 2018 2017
CHF million

Contingent liabilities 20,569 22,043
Irrevocable commitments 9,552 8,680
Obligations for calls on shares and additional payments 47 47

Off-balance sheet transactions

Contingent liabilities include guarantees for obligations, perfor-
mance-related guarantees and letters of comfort issued to third
parties. Contingencies with a stated amount are included in the
off-balance sheet section of the financial statements. In some
instances, the exposure of Credit Suisse (Schweiz) AG is not
defined as an amount but relates to specific circumstances such
as the solvency of subsidiaries or the performance of a service.

Joint and several liability

On November 20, 2016, Credit Suisse AG transferred its univer-
sal bank business for Swiss customers, mainly comprising a sig-
nificant part of the Swiss Universal Bank division to Credit Suisse
(Schweiz) AG. This business transfer was executed through a
transfer of assets and liabilities in accordance with the Swiss
Merger Act. By operation of the Swiss Merger Act, Credit Suisse
AG assumed a three-year statutory joint and several liability for
obligations existing at the transfer date on November 20, 2016
and which were transferred to Credit Suisse (Schweiz) AG.

The transfer of assets also included assets at a carrying value of
CHF 7,274 million and CHF 9,183 million as of December 31,
2018 and 2017, respectively, which are pledged under the cov-
ered bonds program of Credit Suisse AG and for which the
related liabilities of CHF 5,524 million and CHF 7,185 million as
of December 31, 2018 and 2017 are reported by Credit Suisse

AG. As of December 31, 2018 and 2017, the contingent liabilities
of Credit Suisse (Schweiz) AG under the covered bond program
are CHF 5,524 million and CHF 7,185 million, respectively. Credit
Suisse (Schweiz) AG also entered into a contractual arrangement
under which it assumed joint and several liability in connection
with Credit Suisse (Schweiz) AG's roles under the covered bonds
program.

Credit Suisse (Schweiz) AG is a member of Credit Suisse Group
AG's Swiss VAT group and therefore subject to joint and several
liability according to the Swiss VAT Act.

Deposit insurance guarantee program

Deposit-taking banks and securities dealers in Switzerland are
required to ensure the payout of privileged deposits in the case of
specified restrictions or compulsory liquidation of a deposit-taking
bank, and they jointly guarantee an amount of up to CHF 6 bil-
lion. Upon occurrence of a payout event triggered by a specified
restriction of business imposed by the Swiss Financial Market
Supervisory Authority FINMA (FINMA) or by the compulsory lig-
uidation of another deposit-taking bank, the participating bank’s
contribution will be calculated based on its share of privileged
deposits in proportion to total privileged deposits. Based on FIN-
MA'’s estimate, Credit Suisse (Schweiz) AG's share in the deposit
insurance guarantee program for the period July 1, 2018 to

June 30, 2019 is CHF 408 million. This deposit insurance guar-
antee is reflected in contingent liabilities.

Statement of changes in equity

Legal capital reserves

of which: Total
capital share-
Share contribution Retained Net holder’s
capital Total reserves earnings profit equity

2018 (CHF million)
Balance at beginning of period 100 14,733 14,422 0 514 15,347
Appropriation of net profit - - - 514 (514) -
Dividends and other distributions - (1,200) (1,200) (500) - (1,700)
Net profit - - - - 890 890
Balance at end of period 100 13,533 13,222 14 890 14,537

1 Distributions from capital contribution reserves are free of Swiss withholding tax.
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Notes to the financial statements

1 Company details, business developments and subsequent events

Company details

Credit Suisse (Schweiz) AG is a Swiss bank incorporated as a
joint stock corporation (public limited company), with its registered
office in Zurich, Switzerland.

Credit Suisse (Schweiz) AG is a wholly owned subsidiary of
Credit Suisse AG and Credit Suisse AG is a wholly owned sub-
sidiary of Credit Suisse Group AG (the Group), both domiciled in
Switzerland.

Number of employees

end of 2018 2017
Full-time equivalents

Switzerland 7,050 7,600
Total 7,050 7,600

Business developments

In 2016, Credit Suisse AG transferred parts of its former Sales
and Trading Services (STS), a business area providing sales and
trading services, to Credit Suisse (Schweiz) AG. Credit Suisse AG
and Credit Suisse (Schweiz) AG contractually agreed to collabora-
tively operate the Swiss portion of the former STS business.

During 2018, in line with the banking license received from
FINMA in 2016, Credit Suisse (Schweiz) AG transferred the
majority of the STS-related business in Switzerland to other sub-
sidiaries of the Group. As a result, Credit Suisse (Schweiz) AG
and Credit Suisse AG discontinued their contractual relation-
ship with regard to this business with effect as of September 30,
2018. The client offering was not affected by these changes.

- Refer to “Note 23 — Amounts receivable from and amounts payable to related
parties for further information.

Subsequent events

In March 2019, Credit Suisse (Schweiz) AG increased its provi-
sion by CHF 33 million for matters where Credit Suisse (Schweiz)
AG will indemnify Credit Suisse AG for expenses incurred in
accordance with the asset transfer agreement dated Novem-

ber 17, 2016 between Credit Suisse AG and Credit Suisse
(Schweiz) AG.

2 Accounting and valuation principles

Summary of significant accounting and valuation
principles

Basis for accounting

The Credit Suisse (Schweiz) AG stand-alone financial state-
ments are prepared in accordance with the accounting rules of
the Swiss Federal Law on Banks and Savings Banks (Bank Law),
the corresponding Implementing Ordinance (Bank Ordinance)
and FINMA circular 2015/1, “Accounting rules for banks, securi-
ties dealers, financial groups and conglomerates” (Swiss GAAP
statutory) as applicable for the preparation of reliable assessment
statutory single-entity financial statements (Statutarischer Einz-
elabschluss mit zuverldssiger Darstellung). The financial year for
Credit Suisse (Schweiz) AG ends on December 31.

Certain changes were made to the prior year's financial state-
ments to conform to the current year's presentation and had no
impact on net profit/(loss) or total shareholders’ equity.

Recording of transactions

Transactions are generally recognized on a trade date basis at the
point in time when they become legally binding unless specific
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guidance is provided for settlement date accounting, such as for
issuances of debt and structured notes.

Foreign currency translations

The functional currency of Credit Suisse (Schweiz) AG is Swiss
francs (CHF). Transactions denominated in currencies other than
the functional currency are recorded using the foreign exchange
rates at the date of the transaction.

Receivables and payables denominated in foreign currency are
translated to Swiss francs using spot rates as of the balance sheet
date. Gains and losses from foreign exchange rate differences

are recorded in the statement of income in net income/(loss) from
trading activities and fair value option. Participations, tangible fixed
assets and intangible assets denominated in foreign currency are
translated to Swiss francs using the historical exchange rates.

The following table provides the foreign exchange rates applied
for the preparation of the Credit Suisse (Schweiz) AG standalone
financial statements.



Foreign exchange rates

End of

2018 2017

1USD /1 CHF 0.99 0.98
1EUR/ 1 CHF 1.13 1.17
1GBP /1 CHF 1.26 1.32
100 JPY / 1 CHF 0.89 0.87

Cash and other liquid assets
Cash and other liquid assets are recognized at their nominal
value.

Due from banks

Amounts due from banks, including interest due but not paid, are
recognized at their nominal value less any necessary valuation
adjustments.

Due from customers and mortgage loans

Amounts due from customers and mortgage loans, including
interest due but not paid, are recognized at their nominal value
less any necessary valuation adjustments.

All customer loans are assessed individually for default risks and,
where necessary, valuation adjustments are recorded in accor-
dance with internal policies. These valuation adjustments take
into account the value of the collateral and the financial standing
of the borrower (counterparty risk). Credit Suisse (Schweiz) AG
evaluates many factors when determining valuation adjustments,
including the volatility of default probabilities, rating changes, the
magnitude of potential loss, internal risk ratings, and geographic,
industry and other economic factors.

Valuation adjustments are netted with the corresponding assets.

Trading assets and liabilities

In order to qualify as trading activity, positions (assets and liabili-
ties) have to be actively managed with the objective of realizing
gains from fluctuations in market prices which includes an ongo-
ing willingness to increase, decrease, close or hedge risk posi-
tions. The designation as trading position has to be made, and
documented accordingly, upon conclusion of the transaction.

Trading securities are carried at fair value with changes in fair
value recorded in the statement of income in net income/(loss)
from trading activities and fair value option. The fair value is
determined using either the price set on a price-efficient and lig-
uid market or a price calculated using a valuation model.

Interest and dividend income resulting from trading positions is
recorded in gross income from interest activities. Refinancing
costs are not charged to net income from trading activities and
fair value option.

Reclassifications between trading assets, financial invest-
ments and participations are allowed. Such reclassifications are
recorded at the fair value valid at the time when the decision

to reclassify is made. Resulting gains or losses are recognized
applying the same accounting principles as for the recognition of
results from the disposal of such assets.

Derivative financial instruments and hedge accounting
Derivative financial instruments consist of trading and hedging
instruments.

Positive and negative replacement values of outstanding deriva-
tive financial instruments arising from transactions for Credit
Suisse (Schweiz) AG's own account are disclosed as separate
line items in the balance sheet, with related fair value changes
recorded in net income from trading activities and fair value
option.

Replacement values of derivative financial instruments arising
from transactions for the account of customers are recognized if a
risk exists that a customer or other counterparty (e.g., exchange,
exchange member, issuer of the instrument, broker) of a transac-
tion is no longer able to meet its obligations resulting in an expo-
sure to loss for Credit Suisse (Schweiz) AG during the remaining
term of the contract.

Hedge accounting is determined, tested for effectiveness and
disclosed in accordance with accounting principles generally
accepted in the US (US GAAP) as allowed under Swiss GAAP
statutory accounting rules. Derivative financial instruments used
as hedging instruments in hedging relationships are always
recorded at fair value. The effectiveness of hedging relationships
is assessed both prospectively and retrospectively. The prospec-
tive assessment is performed both at the inception of a hedging
relationship and on an ongoing basis, and requires the justification
that the relationship will be highly effective over future periods.
The retrospective assessment is performed on an ongoing basis
and requires the confirmation whether or not the hedging relation-
ship has actually been effective. If it has been concluded, through
a retrospective evaluation, that hedge accounting is appropriate
for the current period, the amount of hedge ineffectiveness is
recognized in earnings.

For fair value hedges, to the extent these hedges are effective,
the gains and losses resulting from the valuation of the hedg-

ing instruments are recorded in the same statement of income
line items in which gains and losses from the hedged items are
recognized. Gains and losses resulting from fair valuing the risk
being hedged of the hedged items are not recorded as an adjust-
ment to the carrying value of the hedged items but are recorded
in the compensation account included in other assets or other
liabilities. Any changes in fair value representing hedging ineffec-
tiveness are recorded in net income from trading activities and fair
value option.

For cash flow hedges, to the extent these hedges are effec-

tive, gains and losses resulting from the valuation of the hedg-
ing instruments are deferred and recorded in the compensation
account included in other assets or other liabilities. The deferred
amounts are released and recorded in the statement of income in
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the same period when the cash flows from the hedged transac-
tions or hedged items are recognized in earnings. Any changes
in fair value representing hedging ineffectiveness are recorded in
net income from trading activities and fair value option.

Other financial instruments held at fair value and liabilities

from other financial instruments held at fair value

Financial instruments which are not part of the trading portfo-

lio may be measured at fair value and classified in other financial

instruments held at fair value or liabilities from other financial

instruments held at fair value if all of the following conditions are

met:

= The financial instruments are valued at fair value and are sub-
ject to risk management corresponding to that for trading posi-
tions including a documented risk management and investment
strategy which ensures appropriate recognition, measurement
and limitation of the miscellaneous risks.

= An economic hedging relationship between the financial instru-
ments on the asset side and the financial instruments on the
liability side exists and gains and losses from the fair valuation
of these financial instruments are largely offset (avoidance of
an accounting mismatch).

= |mpacts of changes in own credit spreads on the fair value of
an issued debt instrument following initial recognition cannot
be reflected in the statement of income. Impacts of changes
in own credit spreads are recognized in the compensation
account.

Changes in fair value are recorded in net income from trading
activities and fair value option.

Participations

Equity securities in a company, which are owned by Credit Suisse
(Schweiz) AG, qualify as a participation if these securities are
held for the purpose of permanent investment, irrespective of the
percentage of voting shares held, or, if these equity securities are
in a banking and financial market infrastructure enterprise, in par-
ticular participations in joint organizations.

Participations are measured at acquisition cost less any impair-
ments. Goodwill and intangible assets related to the acquisition of
a participation are part of the participation’s historical cost under
Swiss GAAP statutory and not separately identified and recorded.
Impairment is assessed individually for each participation at each
balance sheet date or at any point in time when facts and circum-
stances would indicate that an event has occurred which triggers
an impairment review. An impairment is recorded if the carrying
value exceeds the fair value of the participation. If the fair value

of a participation recovers significantly and is considered sustain-
able, a prior period impairment can be reversed up to the histori-
cal cost value of the respective participation.

Intangible assets

Intangible assets may be acquired individually or as part of a
group of assets assumed in a business transfer. Intangible assets
mainly include but are not limited to: customer base, goodwill
and trademarks. Intangible assets are initially measured at their
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acquisition costs. Intangible assets are amortized over a useful
life not to exceed five years and tested for impairment annually,
or more frequently if events or changes in circumstances indicate
that the intangible assets may be impaired.

Other assets and other liabilities

Other assets and other liabilities are generally recorded at cost
or nominal value. Other assets and other liabilities include the
net balance of the compensation accounts. The compensation
account assets and liabilities include changes in the book values
of assets and liabilities that are not recognized in the statement
of income of a reporting period. In particular, the compensation
accounts are used to record the hedge effectiveness, impacts
from changes in own credit spreads and deferred gains or losses
from the sale of debt securities held-to-maturity. The gross
amounts of compensation account assets and liabilities are offset
and reported net on the balance sheet either in other assets or in
other liabilities.

Due to banks
Amounts due to banks are recognized at their nominal value.

Customer deposits
Amounts due in respect of customer deposits are recognized at
their nominal value.

Bonds and mortgage-backed bonds

Bonds and mortgage-backed bonds are carried at amortized
cost. Debt issuance costs are recorded in other assets and other
liabilities, respectively.

Provisions

Provisions are recorded to cover specific risks related to a past
event prior to the balance sheet date. Provisions represent a
probable obligation for which amount and/or due date are uncer-
tain but can be reasonably estimated. Where the time factor has
a material impact, the amount of the provision is discounted.

Provisions which are no longer economically necessary and which

are not used in the same reporting period to cover probable obli-

gations of the same nature are released to income:

= tax provisions through line item taxes;

= provisions for pension benefit obligations and staff-related
restructuring provisions through personnel expenses; and

= provisions for off-balance sheet related default risks and other
provisions including litigation provisions through line item
increase/(release) of provisions and other value adjustments,
and losses.

Commission income

Commission income is recognized when arrangements exist, ser-
vices have been rendered, the revenue is fixed or determinable
and collectability is reasonably assured. As applicable, commis-
sions and fees are recognized ratably over the service period and
either accrued or deferred in the balance sheet in the line items
accrued income and prepaid expenses and accrued expenses
and deferred income, respectively.



Commission income and commission expense are generally
recorded on a gross basis in the statement of income.

Income tax accounting

Income taxes are based on the tax laws of each tax jurisdiction
and are expensed in the period in which the taxable profits are
made.

Tax provisions are recognized in the statement of income in line
item taxes and included in provisions on the balance sheet.

In line with the accounting rules for single-entity statutory finan-
cial statements, deferred tax assets on net operating losses are
not recognized. Deferred taxation items for temporary differences
between the carrying value of an asset or a liability under Swiss
GAAP statutory and the respective value for tax reporting, i.e., its
tax base, are also not recognized.

Extraordinary income and expense

The recognition of extraordinary income or expense is limited to
either transactions which are non-recurring and non-operating,
such as the disposal of fixed assets or participations, or income
and expense related to other reporting periods if they account for
the correction of errors with regards to non-operating transac-
tions of prior periods.

Contingent liabilities and irrevocable commitments
Contingent liabilities are recorded as off-balance sheet transac-
tions at their maximum potential payment amounts. Irrevocable
commitments are recorded as off-balance sheet transactions at

their nominal values, except for irrevocable commitments with

a remaining maturity of less than six weeks which are excluded
from the disclosure. As necessary, related provisions are recorded
on the balance sheet in line item provisions.

Capital adequacy disclosures

Capital adequacy disclosures for the Group and Credit Suisse
(Schweiz) AG are presented in the publications “Pillar 3 and regu-
latory disclosures — Credit Suisse Group AG” and “Regulatory dis-
closures — Subsidiaries’, respectively.

-> Refer to credit-suisse.com/regulatorydisclosures for additional information.

Prior period information

In 2018, receivables and deferred payables under documen-
tary letters of credit with deferred payment have been reclassi-
fied from due from customers to other assets and from customer
deposits to other liabilities, respectively. As of December 31,
2017, such receivables and payables would have amounted to
CHF 356 million each. In line with Swiss GAAP statutory, prior-
year balances have not been reclassified.

- Refer to “Note 15 — Other assets and other liabilities for further information.

The disclosure of variable compensation expenses has been
changed to include deferred variable compensation expenses. For
comparison, variable compensation expenses disclosed for 2017
has been corrected by CHF 76 million.

- Refer to “Note 6 — Personnel expenses for further information.

3 Risk management, derivatives and hedging activities

Risk management

Prudent risk taking in line with the strategic priorities of Credit
Suisse (Schweiz) AG is fundamental to its business. The pri-
mary objectives of risk management are to protect the financial
strength and reputation of Credit Suisse (Schweiz) AG, while
ensuring that capital is well deployed to support business growth
and activities. The risk management framework of Credit Suisse
(Schweiz) AG is based on transparency, management account-
ability and independent oversight. Risk management is an integral
part of the business planning process with strong senior manage-
ment and Board of Directors (Board) involvement.

Risk governance

Risk management of Credit Suisse (Schweiz) AG is aligned to the
overall risk management governance of the Group. Credit Suisse
(Schweiz) AG's risk governance includes a committee structure
and a comprehensive set of corporate policies which are devel-
oped, reviewed and approved by the Board, the Executive Board,
their respective committees, the Chief Risk Officer (CRO), the
Chief Financial Officer (CFO) and the Chief Compliance Officer,

in accordance with their respective responsibilities and levels of
authority.

The risk governance framework of Credit Suisse (Schweiz) AG

is based on a “three lines of defense” governance model, where
each line has a specific role with 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 strate-
gic risk objectives and compliance requirements of Credit Suisse
(Schweiz) AG. Its primary responsibility is to ensure compliance
with relevant legal and regulatory requirements and maintain
effective internal controls.

The second line of defense is separate from the front office and
includes independent control functions, responsible for review-
ing, measuring and challenging front office activities and produc-
ing independent assessments and risk management reporting
for senior management and regulatory authorities. The second
line of defense includes functions such as risk management,
compliance, legal and product control. It articulates standards
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and expectations for the management of risk and effectiveness
of controls, including advising on applicable legal and regula-
tory requirements, publishing of related policies, monitoring and
assessing compliance with regulatory and internal standards.

The third line of defense is the internal audit function, which mon-
itors the effectiveness of controls across various functions and
operations, including risk management and governance practices.

Board of Directors

The Board is responsible for the strategic direction, supervision
and control of Credit Suisse (Schweiz) AG, and for defining its
overall tolerance for risk. For this purpose, the Board approves
the risk management framework and sets overall risk appetite in
consultation with its Risk Committee.

The Risk Committee is responsible for assisting the Board in ful-
filling its oversight responsibilities by periodically reviewing Credit
Suisse (Schweiz) AG'’s risk management function, its resources
and key risks.

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.

Executive Board

The Executive Board is responsible for developing and imple-
menting strategic business plans of Credit Suisse (Schweiz) AG,
subject to approval by the Board. It further reviews and coor-
dinates significant initiatives for the risk management function
and oversees the establishment of bank-wide risk policies. The
CRO of Credit Suisse (Schweiz) AG is a member of the Execu-
tive Board and represents the risk management function with a
primary reporting line to the Group CRO and an additional report-
ing line to the Chief Executive Officer (CEO) of Credit Suisse
(Schweiz) AG.

Executive Board risk committees

The Capital Allocation & Risk Management Committee (CARMC)
of Credit Suisse (Schweiz) AG is responsible for overseeing and
directing the risk profile, recommending risk limits to the Risk
Committee and the Board, establishing and allocating risk appe-
tite among the various businesses, reviewing new significant
business strategies or changes in business strategies including
business migrations, making risk-related decisions on escala-
tions, and for applying measures, methodologies and tools to
monitor and manage the risk portfolio. CARMC of Credit Suisse
(Schweiz) AG operates in two committees: the Risk Management
Committee (RMC) and the Asset Liability Management Com-
mittee (ALMC). The RMC is the main governance and decision-
making body with respect to market, liquidity, credit and position
risk-related matters as well as with respect to operational risks,
legal, compliance and regulatory issues and internal control mat-
ters. The RMC is responsible for the supervision and control of
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the risk profile, its future development and its adequacy with the
risk strategy of Credit Suisse (Schweiz) AG. The RMC is also
responsible for assessing the allocation of risk capital and mak-
ing recommendations to the Board as well as establishing and
allocating risk limits. The ALMC is responsible for capital, liquidity
and funding-related matters, including interest rate risk manage-
ment, foreign exchange risk and balance sheet development
within defined limits.

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 man-
agement standards, policies and related methodologies, and
approves the standards of Credit Suisse (Schweiz) AG's internal
models used for calculating regulatory capital requirements.

The Reputational Risk Committee (RRC) sets policies and reviews
processes and significant cases relating to reputational risks and
sustainability issues. It also ensures adherence to Credit Suisse
(Schweiz) AG's reputational and sustainability policies and over-
sees their implementation.

Risk appetite framework

Credit Suisse (Schweiz) AG maintains a comprehensive risk
appetite framework, which is governed by a policy and provides
a robust foundation for risk appetite setting and management.

A key element of the framework is a detailed statement of the
Board-approved risk appetite which is aligned to the financial
and capital plans of Credit Suisse (Schweiz) AG. The framework
also encompasses the processes and systems for assessing the
appropriate level of risk appetite required to constrain the overall
risk profile of Credit Suisse (Schweiz) AG.

The Credit Suisse (Schweiz) AG risk appetite framework is

aligned to and reflected as a distinct part of the Group risk appe-

tite framework, which is governed by an overarching global policy

that encompasses the suite of specific policies, processes and

systems with which the risk constraints are calibrated and the risk

profile is managed. The risk appetite framework of Credit Suisse

(Schweiz) AG was established in 2016 and is guided by the fol-

lowing strategic risk objectives:

= maintaining 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;

= proactively controlling risks which originate from intercompany
positions;

® managing operational and compliance risk to ensure sustain-
able performance;

= minimizing reputational risk; and

® managing and mitigating conduct risk.



The risk appetite of Credit Suisse (Schweiz) AG 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 businesses and top-down, Board-driven stra-
tegic risk objectives and risk appetite. Scenario stress test-

ing of financial and capital plans is an essential element in the
risk appetite calibration process as a key means through which
strategic risk objectives, financial resources and business plans
are aligned. The capital plans are also analyzed using the eco-
nomic 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
CRO and the CFO, the Risk Appetite Committee of Credit Suisse
(Schweiz) AG, the RMC of Credit Suisse (Schweiz) AG, the
Board's Risk Committee and subsequently by the Board of Credit
Suisse (Schweiz) AG.

A core aspect of the Credit Suisse (Schweiz) AG risk appetite
framework is a sound system of integrated risk constraints to
maintain the risk profile of Credit Suisse (Schweiz) AG within its
overall risk appetite. Risk constraints are classified according to
type and authority, with the principal constraint types comprising
limits, guidelines and tolerances. The risk constraints restrict the
maximum balance sheet and off-balance sheet exposure as well
as key risk exposures of Credit Suisse (Schweiz) AG given the
market environment, business strategy and financial resources
available to absorb losses.

Risk coverage and management

Credit Suisse (Schweiz) AG uses a wide range of risk manage-
ment practices to address the variety of risks that arise from its
business activities. Policies, processes, standards, risk assess-
ment and measurement methodologies, risk appetite constraints
and risk monitoring and reporting are key components of Credit
Suisse (Schweiz) AG’s risk management practices. The risk man-
agement practices of Credit Suisse (Schweiz) AG complement
each other in the analysis of potential loss, support the identifi-
cation of interdependencies and interactions of risks across the
organization and provide a comprehensive view of its exposures.
Credit Suisse (Schweiz) AG regularly reviews and updates its risk
management practices to ensure consistency with its business
activities and relevance to its business and financial strategies.

The key risk types of Credit Suisse (Schweiz) AG, the inter-
nal definitions and key risk evaluation methods are summarized
below.

It is important both to evaluate each risk type separately and
assess the risk types’ combined impact on Credit Suisse (Schweiz)
AG, which helps ensure that its overall risk profile remains within
the risk appetite of Credit Suisse (Schweiz) AG.

The primary evaluation methods used to assess bank-wide quan-
tifiable risks include economic risk capital and stress testing.

Economic risk capital

Economic risk capital is used as a consistent and comprehensive
tool for capital management and limit monitoring. Economic risk
capital is a fundamental Credit Suisse (Schweiz) AG risk manage-
ment tool for measuring and reporting the combined impact from
quantifiable risks such as market, credit, operational, pension

and expense risks, each of which has an impact on the capital
position.

Under the Basel framework, Credit Suisse (Schweiz) AG is
required to maintain a robust and comprehensive framework for
assessing capital adequacy, defining internal capital targets and
ensuring that these capital targets are consistent with its overall
risk profile and the current operating environment. Credit Suisse
(Schweiz) AG's economic risk capital model represents its inter-
nal view of the amount of capital required to support its business
activities.

Stress testing

Stress testing or scenario analysis provides an additional
approach to risk management and formulates hypothetical ques-
tions, including what would happen to Credit Suisse (Schweiz)
AG'’s portfolio if, for example, historic or adverse forward-looking
events were to occur.

Stress testing is a fundamental element of Credit Suisse
(Schweiz) AG's risk appetite framework included in overall risk
management to ensure that Credit Suisse (Schweiz) AG's finan-
cial position and risk profile provide sufficient resilience to with-
stand the impact of severe economic conditions. Stress testing
results are monitored against limits, used in risk appetite dis-
cussions and strategic business planning and to support Credit
Suisse (Schweiz) AG's internal capital adequacy assessment.
Within the risk appetite framework, CARMC sets stressed posi-
tion loss limits to correspond to minimum post-stress capital
ratios.

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.

The majority of the credit risk of Credit Suisse (Schweiz) AG is
concentrated in the Swiss retail and private banking, corporate
and institutional businesses. Credit risk arises from lending prod-
ucts, 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 disci-
plined approach to recognizing credit impairment.
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The credit risk management framework of Credit Suisse
(Schweiz) AG covers its credit exposure with third parties and
includes the following core components:

= individual counterparty rating systems;

transaction rating systems;

a counterparty credit limit system;

country concentration limits;

product limits;

active credit portfolio management;

a credit risk provisioning methodology;

stress testing; and

portfolio risk models (economic risk capital calculation).

Credit Suisse (Schweiz) AG employs a set of credit ratings for the
purpose of internally rating counterparties to whom it is exposed
to credit risk as the contractual party, including loans, loan com-
mitments, securities financings or over-the counter (OTC) deriva-
tive contracts. Credit ratings are intended to reflect the risk of
default of each counterparty. Ratings are assigned based on
internally developed rating models and processes, which are
subject to governance and internally independent validation pro-
cedures. The internal ratings of Credit Suisse (Schweiz) AG may
differ from counterparties’ external ratings, if one is available.
Internal ratings for private individual loans and for corporates are
reviewed both regularly and event-driven depending on exposure
type, client segment and collateral. Internal ratings for all other
corporate and institutional credit facilities are reviewed at least
annually. For the calculation of internal risk estimates (e.g., an
estimate of expected loss in the event of a counterparty default)
and regulatory capital, a probability of default, loss given default
and exposure at default are assigned to each facility. These three
parameters are primarily derived from internally developed statisti-
cal models that have been backtested against internal experi-
ence, validated by a function independent of the model owners
on a regular basis and approved by FINMA for application in the
regulatory capital calculation in the advanced internal ratings-
based approach (A-IRB) under the Basel framework.

Credit limits are used to manage individual counterparty credit
risk. A system of limits is also established to address concentra-
tion risk in the portfolio, including a comprehensive set of country
limits as well as limits for certain products and counterparties.

In addition, credit risk concentration is regularly supervised by
credit and risk management 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 creditworthiness of clients and includes regular
asset and collateral quality reviews, business and financial state-
ment analysis, and relevant economic and industry studies. Regu-
larly updated watch lists and review meetings are used for the
identification of counterparties that could be subject to adverse
changes in creditworthiness.

Default risks, impairments and credit risk provisioning
methodology

Credit Suisse (Schweiz) AG's regularly reviews the credit quality
of clients and counterparties. The appropriateness of allowances
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for credit losses is regularly reviewed. Impaired transactions are
further classified as potential problem exposure, non-performing
exposure, non-interest-earning exposure or restructured expo-
sure, and the exposures are generally managed within credit
recovery units. The credit portfolio & provisions review commit-
tee regularly determines the adequacy of allowances at the level
of the Group and Credit Suisse (Schweiz) AG. For impaired loans,
the fair value of collateral is determined within 90 days of the date
the impairment was identified and thereafter annually or more fre-
quently by credit risk management within the impairment review
process.

Credit Suisse (Schweiz) AG maintains specific valuation allow-
ances on loans valued at amortized cost, which are considered

a reasonable estimate of losses identified in the existing credit
portfolio. Provisions for loan losses are established based on a
regular and detailed analysis of all counterparties, taking collateral
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 credit risk management of Credit
Suisse (Schweiz) AG at least annually or more frequently depend-
ing on the risk profile of the borrower or credit relevant events.

An inherent loss allowance is estimated for all loans not specifi-
cally identified as impaired and that, on a portfolio basis, are con-
sidered to contain inherent losses. Inherent losses in the lending
portfolios of Credit Suisse (Schweiz) AG related to the Swiss pri-
vate banking, corporate, institutional and real estate businesses
are determined based on current internal risk ratings, collateral
and exposure structure, applying historical default and loss expe-
rience in the ratings and loss parameters. In the investment bank-
ing businesses of Credit Suisse (Schweiz) AG, inherent losses on
loans are estimated based on a model using long-term industry-
wide historical default and recovery data taking into account the
credit rating and industry of each counterparty. A separate com-
ponent of the calculation reflects the current market conditions in
the allowance for loan losses. Qualitative adjustments to reflect
current market conditions or any other factors not captured by the
model are approved by management and reflected in the allow-
ance for loan losses. A provision for inherent losses on off-bal-
ance sheet lending-related exposure, such as contingent liabilities
and irrevocable commitments, is also determined, using a meth-
odology similar to that used for the loan portfolio.

Risk mitigation

Credit Suisse (Schweiz) AG actively manages its credit expo-
sure utilizing credit hedges, collateral and guarantees. Collateral
is security in the form of an asset, which serves to mitigate the
inherent risk of credit loss and to improve recoveries in the event
of a default.

The policies and processes for collateral valuation and manage-
ment are driven by legal documentation that is agreed with the
counterparties of Credit Suisse (Schweiz) AG and a 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 internal and market prices sourced
from trading platforms and service providers, as appropriate.

The management of collateral is standardized and centralized to
ensure complete coverage of traded products.

For the mortgage lending portfolio in the private banking, corpo-
rate and institutional businesses, real estate property is valued at
the time of credit approval and periodically thereafter, according
to internal policies and controls of Credit Suisse (Schweiz) AG,
depending on the type of loan (e.g., residential or commercial
loan), characteristics of the property, current developments in the
relevant real estate market and the current level of credit expo-
sure to the borrower (loan-to-value ratio). If the credit exposure
to a borrower has changed significantly, in volatile markets or in
times of increasing general market risk, collateral values may be
appraised more frequently. Management judgment is applied in
assessing whether markets are volatile or general market risk has
increased to a degree that warrants a more frequent update of
collateral values. Movements in monitored risk metrics that are
statistically different compared to historical experience are con-
sidered in addition to analysis of externally-provided forecasts,
scenario techniques and macro-economic research. For impaired
loans, the fair value of collateral is determined within 90 days of
the date the impairment was identified and thereafter annually or
more frequently by credit risk management within the impairment
review process.

The primary types of collateral depend on the type of credit trans-
action. Collateral securing loan transactions primarily includes
financial collateral pledged against loans collateralized by securi-
ties of clients in the private banking, corporate and institutional
businesses (primarily cash and marketable securities), real estate
property for mortgages, mainly residential, but also offices, com-
mercial and industrial properties, and other types of lending
collateral.

Reputational risk

Reputational risk is the risk that negative perception by stakehold-
ers of Credit Suisse (Schweiz) AG, including clients, counterpar-
ties, employees, shareholders, regulators and the general public,
may adversely impact client acquisition and damage the business
relationships of Credit Suisse (Schweiz) AG with clients and coun-
terparties, affecting staff morale and reducing access to funding
sources.

Reputational risk may arise from a variety of sources, including,
but not limited to, the nature or purpose of a proposed transaction
or service, the identity or activity of a potential client, the regula-
tory 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. The risk may also arise from reputational dam-
age in the aftermath of an operational risk incident, such as cyber

crime or the failure by employees to meet expected conduct and
ethical standards.

Reputational risk is included in the risk appetite framework to
ensure that risk-taking is aligned with the approved risk appetite.
Credit Suisse (Schweiz) AG highly values its reputation and is fully
committed to protecting it through a prudent approach to risk-
taking and a responsible approach to business. This is achieved
through the use of dedicated processes, resources and policies
focused on identifying, evaluating, managing and reporting poten-
tial reputational risks. This is also achieved by applying the high-
est standards of personal accountability and ethical conduct as
set out in the Code of Conduct of Credit Suisse Group and Credit
Suisse (Schweiz) AG's approach to conduct and ethics. Repu-
tational risk potentially arising from proposed business transac-
tions 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 indica-
tors give rise to potential reputational risk, the relevant business
proposal or service must be submitted through the reputational
risk review process.

The Reputational Risk & Sustainability Committee (RRSC), on a
global level, and the RRC, on a divisional or legal entity level, are
the governing bodies responsible for the oversight and active dis-
cussion of reputational risk and sustainability issues. At the Board
level, the Risk Committee and Audit Committee jointly assist the
Board in fulfilling its reputational risk oversight responsibilities by
reviewing and approving Credit Suisse (Schweiz) AG's risk appe-
tite framework as well as assessing the adequacy of the manage-
ment of reputational risks.

Operational, compliance and regulatory 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 does not include strategic and reputa-
tional risks. However, some operational risks can lead to reputa-
tional issues and as such operational and reputational risks may be
closely linked. Operational risk is inherent in most aspects of the
Credit Suisse (Schweiz) AG's business, including the systems and
processes that support its activities. It comprises a large number of
disparate risks that can manifest in a variety of ways. Examples of
operational risk include the risk of damage to physical assets, busi-
ness disruption, failures relating to third-party processes, data integ-
rity and trade processing, cyber attacks and fraudulent or unau-
thorized transactions. Operational risk can arise from human error,
inappropriate conduct, failures in systems, processes and controls,
deliberate attack or natural and man-made disasters.

Compliance and regulatory risk is the risk from the failure to
comply with laws, regulations, rules or market standards that
may have a negative effect on the Credit Suisse (Schweiz) AG's
franchise and clients it serves. It includes the risk that changes
in laws, regulations, rules or market standards may limit activities
and have a negative effect on the Credit Suisse (Schweiz) AG's
business or its ability to implement strategic initiatives, or can
result in an increase in operating costs for the business or make
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its products and services more expensive for clients. Examples
of sources of compliance risks include cross-border activities, the
risk of money laundering, improper handling of confidential infor-
mation, conflicts of interest, improper gifts and entertainment and
failure in duties to clients.

To effectively manage operational and compliance risks, the
bank-wide enterprise risk and controls framework (ERCF) was
introduced in 2016 focusing on the early identification, record-
ing, assessment, monitoring, prevention and mitigation of these
risks, as well as timely and meaningful management reporting.
Over the past three years, Credit Suisse (Schweiz) AG has further
improved the integration of previously separate operational risk
processes, providing a more coherent and systematic approach
to managing all aspects of the operational risk landscape. Under
the ERCF, Credit Suisse (Schweiz) AG in line with the Group
integrated the operational risk framework and all of its compo-
nents with the compliance risk components to further harmonize
its approach to non-financial risk. The assessment processes for
operational and compliance risks are closely coordinated, result-
ing in an enhanced risk and control self-assessment that covers
both risk types in a more consistent manner. Also, standardized
bank-wide role descriptions define the responsibilities for identi-
fying, assessing, reporting and managing risks across the orga-
nization. In 2018, continued progress was made in rolling out a
systematic key control activities framework as part of the ERCF.
This framework applies consistent standards and approaches to
the identification, documentation and assessment of key controls
across the bank.

Credit Suisse (Schweiz) AG is using an internal model to calculate
the regulatory capital requirement for operational risk under the
advanced measurement approach (AMA) since 2016. Since then
the model has been calibrated annually and approved by FINMA.

In addition to managing and mitigating operational risks under the
ERCEF through business- and risk-related processes and orga-
nization, Credit Suisse (Schweiz) AG also transfers the risk of
potential loss from certain operational risks to third-party insur-
ance companies in certain instances.

Conduct risk

Credit Suisse (Schweiz) AG considers conduct risk to be the risk
that improper behavior or judgment by Credit Suisse (Schweiz)
AG's employees may result in a negative financial, non-financial
or reputational impact to its clients, employees or Credit Suisse
(Schweiz) AG or negatively impact the integrity of the financial
markets. Conduct risk may arise from a wide variety of activities
and types of behaviors. A bank-wide definition of conduct risk
supports the efforts of Credit Suisse (Schweiz) AG’s employees
to have a common understanding of and consistently manage,
minimize and mitigate its conduct risk. Further, it promotes stan-
dards of responsible conduct and ethics in its employees. Man-
aging conduct risk includes consideration of the risks generated
by each business and the strength of the associated mitigating
controls. Conduct risk is also assessed by reviewing and learning
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from past incidents within Credit Suisse (Schweiz) AG and at
other firms in the financial services sector. Compliance oversees
conduct risk for the bank.

Technology risk

Technology risk deserves particular attention given the com-
plex technological landscape that covers Credit Suisse (Schweiz)
AG's business model. Ensuring that confidentiality, integrity and
availability of information assets are protected is critical to Credit
Suisse (Schweiz) AG’s operations.

Technology risk is the risk that technology-related failures, such
as service outages or information security incidents, may dis-
rupt business. Technology risk is inherent not only in IT assets of
Credit Suisse (Schweiz) AG, but also in the people and processes
that interact with them including through dependency on third-
party suppliers and the worldwide telecommunications infrastruc-
ture. Credit Suisse (Schweiz) AG seeks to ensure that the data
used to support key business processes and reporting is secure,
complete, accurate, available, timely and meets appropriate qual-
ity and integrity standards. Credit Suisse (Schweiz) AG requires
its critical IT systems to be identified, secure, resilient and avail-
able and support ongoing operations, decision-making, commu-
nications and reporting. Credit Suisse (Schweiz) AG's systems
must also have the capability, capacity, scalability and adaptability
to meet current and future business objectives, the needs of cus-
tomers and regulatory and legal expectations.

Cyber risk, which is part of technology risk, is the risk that the
Credit Suisse (Schweiz) AG will be compromised as a result of
cyber attacks, security breaches, unauthorized access, loss or
destruction of data, unavailability of service, malware or other
events that could have an adverse security impact.

Technology risks are managed through Credit Suisse (Schweiz)
AG's operational risk management framework, business continu-
ity management plan and business contingency and resiliency
plans. Technology risks are included as part of the bank’s overall
enterprise risk and control assessment based upon a forward-
looking approach focusing on the most significant risks in terms
of potential impact and likelihood.

Liquidity and funding risks

Liquidity and funding risk is the risk that Credit Suisse (Schweiz)
AG does not have the appropriate amount of funding and liquidity
to meet its obligations. The liquidity and funding profile of Credit
Suisse (Schweiz) AG reflects its strategy and risk appetite and is
driven by business activity levels and the overall operating envi-
ronment. The liquidity and funding strategy is approved by the
ALMC and overseen by the Board. The implementation and exe-
cution of the funding and liquidity strategy is managed by Credit
Suisse (Schweiz) AG's CFO and Treasury. Treasury ensures
adherence to the funding policies. This approach enhances the
ability of Credit Suisse (Schweiz) AG to manage potential liquidity
and funding risks and to promptly adjust its liquidity and funding
levels to meet stress situations.



The RMC and the Board'’s Risk Committee of Credit Suisse
(Schweiz) AG define at least annually a liquidity and funding risk
appetite framework, which ensures that the liquidity buffer and
funding flows of Credit Suisse (Schweiz) AG are sized and man-
aged so to comply to all liquidity regulatory requirements and in
addition to withstand a series of defined market- and liquidity-
specific stress situations. The liquidity and funding profile of
Credit Suisse (Schweiz) AG is regularly reported to the ALMC,
RMC and the Board, including the set of risk metrics and param-
eters for the balance sheet and funding usage of its businesses.

Market risk

Market risk is the risk of financial loss arising from movements in
market risk factors. The movements in market risk factors that
generate financial losses are considered to be adverse changes in
interest rates, credit spreads, foreign exchange rates, equity and
commodity prices and other factors such as market volatility and
the correlation of market prices across asset classes. A typical
transaction or position in financial instruments may be exposed to
a number of different market risk factors. The trading portfolios
(trading book) and non-trading portfolios (banking book) of Credit
Suisse (Schweiz) AG have different sources of market risk.

The classification of assets and liabilities into trading book and
banking book portfolios determines the approach for analyz-

ing the market risk exposure of Credit Suisse (Schweiz) AG.
This classification reflects the business and risk management
perspective and may be different from the classification of these
assets and liabilities for financial reporting purposes.

Market risks from trading books primarily relate to trading activi-
ties of Credit Suisse (Schweiz) AG to support and provide mar-
ket access to its Swiss clients. Trading book activities of Credit
Suisse (Schweiz) AG carry no significant market risk. In line with
the requirements of its banking license, Credit Suisse (Schweiz)
AG hedges its market risk related to trading activities with other
Group entities or external counterparties.

Market risks from the banking book primarily relate to asset and
liability mismatch exposures. The businesses of Credit Suisse
(Schweiz) AG and the treasury function have non-trading portfo-
lios that carry market risks, mainly related to changes in interest
rates, but also to changes in foreign exchange rates and, to a
lesser extent, credit spreads.

Credit Suisse (Schweiz) AG uses market risk measurement and
management methods capable of calculating comparable expo-
sures across its many activities and employs focused tools that
can model unique characteristics of certain instruments or port-
folios. The tools are used for internal market risk management,
internal market risk reporting and external disclosure purposes.
The market risk exposures of Credit Suisse (Schweiz) AG are
reflected in value-at-risk (VaR), scenario analysis, as included
in the stress testing framework, position risk, as included in
economic risk capital, and sensitivity analysis. Each evaluation
method aims to estimate the potential loss that Credit Suisse
(Schweiz) AG can incur due to an adverse market movement with

varying degrees of severity. VaR, scenario analysis, position risk
and sensitivity analysis complement each other in the market risk
assessment of Credit Suisse (Schweiz) AG and are used to mea-
sure market risk at the level of Credit Suisse (Schweiz) AG. For
example, interest rate risk on banking book positions is measured
by estimating the impact resulting from a one basis point paral-
lel increase in yield curves on the present value of interest rate-
sensitive banking book positions and other measures including
the potential value change resulting from a significant change in
yield curves.

In the banking book, 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 the private banking,
corporate and institutional businesses. The replication portfolios
approximate the interest rate characteristics of the underlying
products.

Model risk

Model risk is the risk of adverse consequences from decisions
made based on model results that may be incorrect, misin-
terpreted or used inappropriately. All quantitative models are
imperfect approximations that are subject to varying degrees of
uncertainty in their output depending on, among other factors,
the model’s complexity and its intended application. As a result,
modeling errors are unavoidable and can result in inappropriate
business decisions, financial loss, regulatory and reputational risk
and incorrect or inadequate capital reporting. Model errors, intrin-
sic uncertainty and inappropriate use are the primary contributors
to aggregate, bank-wide model risk.

Through the global model risk management and governance
framework, Credit Suisse (Schweiz) AG seeks to identify, mea-
sure and mitigate all significant risks arising from the use of mod-
els embedded within its global model ecosystem. Model risks can
then be mitigated through a well-designed and robust model risk
management framework, encompassing both model governance
policies and procedures in combination with model validation best
practices.

Legal risk

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
obligations, whether contractual, statutory or otherwise, changes
in enforcement practices, the making of a legal challenge or claim
against Credit Suisse (Schweiz) AG, its inability to enforce legal
rights or the failure to take measures to protect its rights.

Fiduciary risk

Fiduciary risk is the risk of financial loss arising when Credit
Suisse (Schweiz) AG 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 its client’s assets including from a
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product-related market, credit, liquidity, counterparty and opera-
tional risk perspective.

Assessing investment performance and reviewing forward-look-
ing investment risks in discretionary client portfolios is central to
Credit Suisse (Schweiz) AG's oversight program. This program
targets daily, monthly or quarterly monitoring of all portfolio man-
agement 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.
A wide variety of financial, risk, client and market analyses are
used by Credit Suisse (Schweiz) AG to monitor the effectiveness
of its strategies and the performance of its businesses against
their strategic objectives. These include an analysis of current and
expected operating conditions, an analysis of current and target
market positioning, and detailed scenario planning.

Strategic plans are developed annually and reviewed by the

CEO, CFO and CRO before presentation to the full Executive
Board. Following approval by the Executive Board, Credit Suisse
(Schweiz) AG's plan is submitted for review and approval to the
Board. In addition, there is an annual strategic review at which
the Board evaluates Credit Suisse (Schweiz) AG’s performance
against strategic objectives and sets the overall strategic direction
for Credit Suisse (Schweiz) AG. From time to time, the Board and
the Executive Board conduct more fundamental in-depth reviews
of Credit Suisse (Schweiz) AG's strategy.

Use of derivative financial
instruments and hedge
accounting

Business policy for use of derivative financial instruments
Derivatives are generally either privately negotiated OTC contracts
or standard contracts transacted through regulated exchanges.
Credit Suisse (Schweiz) AG's most frequently used freestanding
derivative products, entered into for trading and risk manage-
ment purposes, include interest rate, credit default and cross-cur-
rency swaps, interest rate and foreign exchange options, foreign
exchange forward contracts and foreign exchange and interest
rate futures.

On the date a derivative contract is entered into, Credit Suisse
(Schweiz) AG designates it as belonging to one of the following
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categories: trading activities; a risk management transaction that
does not qualify as a hedge under accounting standards (referred
to as an economic hedge); a hedge of the fair value of a recog-
nized asset or liability; or a hedge of the variability of cash flows
to be received or paid relating to a recognized asset or liability or
a forecasted transaction.

Economic hedges

Economic hedges arise when Credit Suisse (Schweiz) AG enters

into derivative contracts for its own risk management purposes,

but the contracts entered into do not qualify for hedge account-

ing. These economic hedges include the following types:

= interest rate derivatives to manage net interest rate risk on
certain core banking business assets and liabilities;

= foreign exchange derivatives to manage foreign exchange risk
on certain core banking business revenue and expense items
as well as core banking business assets and liabilities against
adverse movements in foreign exchange rates;

= credit derivatives to manage credit risk on certain loan portfo-
lios; and

= futures to manage risk on equity positions including convertible
bonds.

Derivatives used in economic hedges are included as trading
assets or trading liabilities in the balance sheets and the respec-
tive gains and losses included in net income/(loss) from trading
activities and fair value option.

- Refer to “Note 5 — Net income/(loss) from trading activities and fair value
option” for further information on economic hedging of foreign exchange risk
by the Treasury function.

Hedge accounting

Hedge accounting for Credit Suisse (Schweiz) AG is determined,
recorded and disclosed in accordance with US GAAP as allowed
under Swiss GAAP statutory accounting rules.

Credit Suisse (Schweiz) AG designates fair value hedges as part
of an overall interest rate risk management strategy that incorpo-
rates the use of derivative instruments to minimize fluctuations in
earnings that are caused by interest rate volatility.

Credit Suisse (Schweiz) AG designates cash flow hedges as part
of its strategy to mitigate its risk to variability of cash flows on
loans, deposits and other debt obligations by using interest rate
swaps to convert variable rate assets or liabilities to fixed rates.
Credit Suisse (Schweiz) AG also uses cross-currency swaps to
convert foreign-currency-denominated fixed and floating rate
assets or liabilities to fixed rate assets or liabilities based on the
currency profile to which Credit Suisse (Schweiz) AG elects to be
exposed.

-> Refer to “Derivative financial instruments and hedge accounting” in Note 2 —
Accounting and valuation principles and "Note 13 — Derivative financial instru-
ments” for further information on hedge accounting.



4 Netincome from interest
activities

Negative interest income and expense

in 2018 2017
CHF million

Negative interest income debited to interest income (115) (135)
Negative interest expenses credited to interest expense 206 160

Negative interest income is debited to interest income and nega-
tive interest expense is credited to interest expense.

6 Personnel expenses

in 2018 2017
CHF million

Salaries 1,033 1,095
* of which variable compensation expenses ' 197 235
Social benefit expenses 255 253
"~ of which ;;ernsriorn and other ﬁoét—rrétigeﬁ]ér{t éxrpénrsers 777777 mo 166
Other personnel expenses 31 35
Personnel expenses 1,319 1,383

1 Includes current and deferred variable compensation expenses. Prior period has been
corrected.

- Refer to “Note 17 — Pension plans” for further information on pension
expenses.

5 Net income/(loss) from trading

7 General and administrative

activities and fair value option expenses

in 2018 2017  in 2018 2017

By risk of underlying instruments (CHF million) CHF million
Interest rate instruments ! 42) (38)  Professional services 135 174
Equity instruments ! (175) (180)  Occupancy expenses 188 196
Foreign exchange 437 495  Marketing and advertising 58 66
"~ of which frorreirgr; erxrchrar}gie 7risrkrhédrgirné activites Travel and entertainment 42 42
by treasury function® 825 402 Postage and courier services 27 29
Precious metals ® 6 Market data services 29 33
Commodities 16 20 Information and communication technology expenses 30 27
Credit instruments (62) ©8) Furniture and equipment 10 12
Other instruments @ @n Fees to external audit companies 5 5
Net ncome/ese) rom racingactites g1 e il asist 4 s
of which net income/(loss) from fair value option 156 (42 of which fees for other services ! 0
" of which net irn(;o;né/r(lésrs)rfr;:)rﬁ liabilities Operating expenses charged by related parties 2 1,029 1,096
valued under the fair value option 156 (42)  Other operating expenses 85 54
General and administrative expenses 1,638 1,734

1 Includes trading income/(loss) from related fund investments.

2 The treasury function of Credit Suisse (Schweiz) AG enters into economic hedges to
manage foreign currency risk using short duration foreign currency swaps. The result of
these hedges includes implicit interest income and expenses from the difference between
spot rates and forward rates.

Trading activities at the level of Credit Suisse (Schweiz) AG are
monitored and managed for legal entity-specific treasury, risk
management and capital adequacy purposes. For the purpose of
performance management, trading activities are monitored and
managed mainly at the level of the Group’s Swiss Universal Bank
division on the basis of US GAAP financial metrics.

1 Represents total fees for financial statement, regulatory and related audit services paid by
legal entity Credit Suisse (Schweiz) AG to external audit companies.

2 Includes operating expenses charged by Credit Suisse Services AG, Credit Suisse AG
and other affiliated companies, mainly for information technology, operations, business
support services and other central functions provided to Credit Suisse (Schweiz) AG.
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8 Increase/(release) of 10 Assets and liabilities from

provisions and other valuation securities lending and
adjustments, losses and borrowing, repurchase
extraordinary income and reverse repurchase
in 2018 2017 agreements
CHF million end of 2018 2017
Increase/(release) of provisions '+ 2 47 29 o
CHF million
Other losses 6 3
— Carrying value of receivables from cash collateral
Increase/(re_lease). of provisions and paid for securities borrowed and
other valuation adjustments, and losses 53 32 reverse repurchase agreements — gross 10,764 14,197
Gains realized from the disposal of participations 713 Impact from master netting agreements (757) (1,263)
Extraordinary income 71 Ca_rrying value_ <_)f receivables from cash collateral
paid for securities borrowed and
1 Excludes restructuring provisions. reverse repurchase agreements - net 10,007 12,934
2 Primarily related to increased litigation provisions. Carrying value of liabilities from cash collateral
3 Related to the sale of a non-marketable minority interest in a participation. received for securities lent
and repurchase agreements — gross 3,240 4,116
Impact from master netting agreements (757) (1,263)

Carrying value of liabilities from cash collateral
received for securities lent

9 T and repurchase agreements - net 2,483 2,853
axes Carrying value of securities transferred

under securities lending and borrowing
in 2018 2017 and repurchase agreements 141 1,063
CHF million of which transfers with the right to resell or repledge 141 1,063
Current income tax (expense)/benefit (46) (14) Falryalue of securlt.les received under securities

lending and borrowing and reverse repurchase
Non-income-based tax (expense)/benefit ! @7) (27)  agreements with the right to resell or repledge 38,940 36,144
Taxes (73) 41) of which repledged 14,695 10,761

of which resold 2,345 2,684

1 Includes capital taxes.

For the financial year ended December 31, 2018 and 2017, the
average tax rate, defined as income tax expense divided by the
sum of profit before income tax, was 5% and 3%, respectively.
Income tax expense for the financial year ended December 31,
2018 and 2017 reflected a benefit of CHF 29 million and CHF 9
million, respectively, from the utilization of tax losses carried for-
ward in Switzerland.
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11 Collateral and impaired loans

Collateralization of loans

Secured ! Unsecured Total
Other
end of Mortgages collateral Total
2018 (CHF million)
Due from customers 599 18,776 19,375 10,092 29,467
Residential property 94,707 0 94,707 0 94,707
Offices and commercial property 1472 o 11472 0 11472
Manufacturing and industrial property 8069 o 8089 0 8069
Other 1031 o 1231 0 1,231
Mortgage loans 115,479 0 115,479 0 115,479
Gross loans 116,078 18,776 134,854 10,092 144,946
Allowance for loan losses (69) 41) (110) (238) (348)
Net loans 116,009 18,735 134,744 9,854 144,598
of which due from customers 596 18,735 19,331 9,854 29,185
~ of which mortgage loans 15413 0 115413 0 115413
2017 (CHF million)
Due from customers 628 18,894 19,522 8,935 28,457
Residential property 91,771 0 91,771 0 91,771
Offices and commercial property 12,149 o 12,149 0 12,149
Manufacturing and industrial property 79%6 o 79% 0 79%
Other 1,03 o 1023 o 1023
Mortgage loans 112,939 0 112,939 0 112,939
Gross loans 113,567 18,894 132,461 8,935 141,396
Allowance for loan losses (72) (36) (108) 173) (281)
Net loans 113,495 18,858 132,353 8,762 141,115
of which due from customers 626 18,858 19,484 8,762 28,246
~ of which mortgage loans 12869 0 112869 0 112,869

1 Includes the market value of collateral up to the amount of the outstanding related loans. For mortgage loans, the market value of collateral is determined at the time of granting the loan
and thereafter regularly reviewed according to the risk management policies and directives of Credit Suisse (Schweiz) AG, with maximum review periods determined by property type,
market liquidity and market transparency. For impaired mortgage loans, the market value of collateral is determined annually or more frequently by credit risk management within the
impairment review process.

Collateralization of off-balance sheet transactions

Secured ! Unsecured Total
Other

end of Mortgages collateral Total
2018 (CHF million)
Contingent liabilities 141 9,655 9,696 10,8732 20,569
Irrevocable commitments 371 1,007 1,378 8,174 9,652
Obligations for calls on shares and additional payments 0 0 0 47 47
Off-balance sheet transactions 512 10,562 11,074 19,094 30,168
2017 (CHF million)
Contingent liabilities 104 8,961 9,065 12,9782 22,043
Irrevocable commitments 408 1,141 1,549 7,031 8,580
Obligations for calls on shares and additional payments 0 0 0 47 47
Off-balance sheet transactions 512 10,102 10,614 20,056 30,670

1 Includes the market value of collateral up to the notional amount of the related off-balance sheet transaction. For mortgage-backed off-balance sheet exposures, the market value of col-
lateral is determined at the time of granting the credit facility and thereafter regularly reviewed according to the risk management policies and directives of Credit Suisse (Schweiz) AG,
with maximum review periods determined by property type, market liquidity and market transparency. For impaired exposures, the market value of collateral is determined annually or
more frequently by credit risk management within the impairment review process.

2 Includes a contingent liability of CHF 5,524 million and CHF 7,185 million as of December 31, 2018 and 2017, respectively, in favor of Credit Suisse AG representing the amount of
actual liabilities recorded by Credit Suisse AG under the covered bond program for which Credit Suisse (Schweiz) AG holds the underlying mortgages.
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Impaired loans

Estimated
Gross realizable Net
amount collateral amount Specific
end of outstanding value ! outstanding allowance
2018 (CHF million)
Impaired loans 656 270 386 237
2017 (CHF million)
Impaired loans 444 218 226 186
1 Represents the estimated realizable collateral value up to the related gross amount outstanding.
Changes in impaired loans
2018 2017
Due from Mortgage Due from Mortgage
customers loans Total customers loans Total
CHF million
Balance at beginning of period 226 218 444 214 196 410
New impaired loan balances 244 199 443 170 218 388
Increase of existing impaired loan balances 16 7 23 30 7 37
Reclassifications to performing loans 12 (86) (98) 27) (132) (159)
Repayments (48) ©@n 69) (106) 19) (125)
Liquidation of collateral, insurance and guarantee payments 3) (45) (48) ©) (50) (56)
Write-offs 31 () 33) (47) © (49)
Sales ) 0 ®) 0 0 0
Foreign exchange translation impact (@) 0 1) © 0 ©Q
Balance at end of period 386 270 656 226 218 444

Changes in impaired loan classification during the period are reflected on a gross basis.

12 Trading assets and liabilities and other financial instruments
held at fair value

end of 2018 2017
CHF million
Debt securities, money market instruments and money market transactions 371 1,091
~of which exchange-traded 148 568
Equity securities 277 2,692
Precious metals and commodities 1,103 1,623
Trading assets 1,751 5,206
of which carrying value determined based on a valuation model 351 808
* of which securities eligible for repurchase transactions in accordance with liquidity regulations 7 191
CHF million
Debt securities, money market instruments and money market transactions 48 329
~ofwhich exchange-traded 32 207
Equity securities 493 439
Trading liabilities 541 768
Structured products ! 22 562
Liabilities from other financial instruments held at fair value 22 562
Trading liabilities and liabilities from other financial instruments held at fair value 563 1,330
of which carrying value determined based on a valuation model 96 713

1 Refer to “Note 18 — Issued structured products” for further information on structured products.
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13 Derivative financial instruments

Trading Hedging !
Positive Negative Positive Negative
Notional replacement replacement Notional replacement replacement
end of 2018 amount value value amount value value
CHF million
Forwards and forward rate agreements 5,000 0 0 0 0 0
Swaps 165,027 1,207 1,357 12647 o 0
Options bought and sold @TC) 3714 208 31 o o 0
Futes 3972 o o o o 0
Interest rate products 168,613 1,595 1,678 12,647 0 0
Forwards and forward rate agreements 350,116 1,545 1,685 0 0 0
Swaps® 62 T T o o 0
Options bought and sold ©TC) 17,060 229 225 o o 0
Foreign exchange products 367,540 1,775 1,911 0 0 0
Forwards and forward rate agreements 1,431 13 13 0 0 0
Options bought and sold (OTC) 781 2 2 o o 0
Futures 4 o o o o 0
Precious metal products 2,216 35 35 0 0 0
Swaps 4,488 509 26 0 0 0
Options bought and sold @TC) 11,008 527 86 o o 0
Futres 87 o o o o 0
Options bought and sold (exchange-traded) 14439 247 831 o o 0
Equity/index-related products 30,982 1,283 1,663 0 0 0
Credit default swaps 827 4 6 0 0 0
Total return swaps I o T o o 0
Other credit derivatives I T o o o 0
Credit derivatives 897 5 7 0 0 0
Swaps 10 0 0 0 0 0
Options bought and sold (OTC) mo 8 7 o o 0
Futures 8 o o o o 0
Other derivative products 129 8 0 0 0
Derivative financial instruments 3 570,377 4,701 5,301 12,647 0 0
of which replacement value determined based on a valuation model - 4,638 4,993 - 0 0

1 Relates to derivative financial instruments that qualify for hedge accounting.
2 Including combined interest rate and foreign exchange swaps.
3 Before impact of master netting agreements.
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Derivative financial instruments (continued)

Trading Hedging '
Positive Negative Positive Negative
Notional replacement replacement Notional replacement replacement
end of 2017 amount value value amount value value
CHF million
Forwards and forward rate agreements 10,500 0 0 0 0 0
Swaps 184587 1696 1,751 12,108 o 0
Options bought and sold @TC) 4959 ;8 421 o o 0
Futes 8260 o o o o 0
Options bought and sold (exchange-traded) 7 T o o o 0
Interest rate products 208,313 2,075 2,172 12,103 0 0
Forwards and forward rate agreements 282,865 1,164 840 0 0 0
Swaps® 237 8 8 o o 0
Options bought and sold ©TC) 7883 106 % o o 0
Foreign exchange products 290,985 1,277 943 0 0 0
Forwards and forward rate agreements 1,112 2 4 0 0 0
Options bought and sold (OTC) 843 0 15 o o 0
Futures 3 o o o o 0
Precious metal products 1,958 22 19 0 0 0
Swaps 5,404 128 179 0 0 0
Options bought and sold @TQ) 10,038 42 o719 o o 0
Futes 2903 o o o o 0
Options bought and sold (exchange-traded) 32672 511 1,120 o o 0
Equity/index-related products 50,917 1,065 1,587 0 0 0
Credit default swaps 1,666 41 8 0 0 0
Other credit derivatives 868 6 19 o o 0
Credit derivatives 2,534 47 27 0 0 0
Swaps 53 10 0 0 0 0
Options bought and sold OTC) 62 T Y o o 0
Futures 65 o o o o 0
Options bought and sold (exchange-traded) 288 °o 8 o o 0
Other derivative products 468 20 12 0 0 0
Derivative financial instruments 3 555,175 4,506 4,760 12,103 0 0
of which replacement value determined based on a valuation model - 4,278 4,391 - 0 0

1 Relates to derivative financial instruments that qualify for hedge accounting.
2 Including combined interest rate and foreign exchange swaps.
3 Before impact of master netting agreements.

Positive and negative replacement values before and after consideration of master netting agreements
end of 2018 2017

Before consideration of master netting agreements (CHF million)

Positive replacement values — trading and hedging 4,701 4,506
Negative replacement values — trading and hedging 5,301 4,760
After consideration of master netting agreements

Positive replacement values — trading and hedging ' 2,442 2,621
Negative replacement values — trading and hedging ' 1,306 663

1 Netting includes counterparty exposure and cash collateral netting.

Positive replacement values by counterparty type

end of 2018 2017
CHF million

Banks and securities dealers 520 372
Other counterparties ! 1,922 2,249
Positive replacement values 2,442 2,621

1 Primarily related to bilateral OTC derivative contracts with clients.
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Fair value hedges

in 2018 2017
Gains/(losses) on derivative financial instruments recognized in income (CHF million)

Interest rate products 62) 42
Gains/(losses) on derivative financial instruments recognized in income (62) 42
Gains/(losses) on hedged items recognized in income (CHF million)

Interest rate products 70 (40)
Gains/(losses) on hedged items recognized in income 70 (40)
Details of fair value hedges (CHF million)

Net gains/(losses) on the ineffective portion 8 2
All gains/(losses) are recognized in net income/(loss) from trading activities and fair value option.

Cash flow hedges

in 2018 2017
Deferred unrealized gains/(losses) on derivative financial instruments related to cash flow hedges (CHF million) '

Balance at beginning of period 3) 6
Interest rate products ®) ®)
Gains/(losses) on derivative financial instruments deferred during reporting period 8 (6)
Interest rate products 2 ®) 3
Deferred gains/(losses) on derivative financial instruments reclassified into income (6) 3
Balance at end of period (5) )
Details of cash flow hedges (CHF million)

Net gains/(losses) on the ineffective portion 2 m 1

1 Included in the compensation account within other assets or other liabilities.
2 Included in net income/(loss) from trading activities and fair value option.

As of December 31, 2018, the net loss associated with cash flow
hedges expected to be reclassified from other assets and other
liabilities to the statement of income within the next 12 months
was CHF 1 million.

variability in future cash flows for forecasted transactions, exclud-
ing those forecasted transactions related to the payment of vari-
able interest on existing financial instruments, was four years.

> Refer to “Use of derivative financial instruments and hedge accounting” in
Note 3 — Risk management, derivatives and hedging activities for further

As of December 31, 2018, the maximum length of time over information.
which Credit Suisse (Schweiz) AG hedged its exposure to the
14 Financial investments
end of 2018 2017
Carrying Fair Carrying Fair
value value value value
CHF million
Debt securities 281 285 307 307
*ofwhich held-to-maturity 9 0 0 90
© of which available-for-sale 91 191 217 217
Equity securities 1 6 1 5
© of which qualified participations® - - - -
Real estate 2 1 1 1 1
Financial investments 283 292 309 313
of which securities eligible for repurchase transactions in accordance with liquidity regulations 0 - 0 -

1 Includes participations held in financial investments with at least 10% in capital or voting rights.
2 Real estate acquired from the lending business (repossessed assets) and classified as held-for-sale is carried at lower of cost and liquidation value.
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15 Other assets and other liabilities

end of 2018 2017 end of 2018 2017
CHF million CHF million

Compensation account 853 1,024 Indirect taxes and duties 105 88
Coupons 31 74  Accounts payable for goods and services 22 42
Indirect taxes and dutes 65 195  Settlementaccounts 6 35
Receivables under documentary letters of credit ! 842 —  Deferred payables under documentary letters of credit | 842 -
Other 310 885 Other 382 313
Other assets 2,083 1,678 Other liabilities 1,349 478

1 Includes changes in the book values of assets and liabilities that are not recognized in the
statement of income, such as hedge effectiveness, impacts from changes in own credit
spreads and deferred gains or losses from the sale of debt securities held-to-maturity.

2 Refer to “Prior period information” in Note 2 — Accounting and valuation principles for fur-
ther information.

16 Assets pledged

end of 2018 2017
Carrying Actual Carrying Actual
value liabilities value liabilities

CHF million !
Mortgage loans 16,907 2 6,868 18,4252 6,868
Assets pledged 16,907 6,868 18,425 6,868

1 Excludes assets pledged in connection with securities lending and borrowing, repurchase agreements and reverse-repurchase agreements.

2 Includes a portfolio of mortgage loans with a carrying value of CHF 7,274 million and CHF 9,183 million as of December 31, 2018 and 2017, respectively, which is pledged to Credit
Suisse Hypotheken AG under the covered bond program of Credit Suisse AG. The related actual liabilities of CHF 5,524 million and CHF 7,185 million as of December 31, 2018 and
2017, respectively, are recorded in the financial statements of Credit Suisse AG and recognized as a contingent liability by Credit Suisse (Schweiz) AG.

-> Refer to “Joint and several liability” in “Off-balance sheet transactions” for fur-
ther information.

17 Pension plans

Liabilities due to own pension plans of Credit Suisse (Schweiz)
AG as of December 31, 2018 and 2017 of CHF 735 million and
CHF 336 million, respectively, are reflected in various liability
accounts in the balance sheet of Credit Suisse (Schweiz) AG.

Swiss pension plan

The employees of Credit Suisse (Schweiz) AG are covered by
the pension plan of the “Pensionskasse der Credit Suisse Group
(Schweiz)" (the Swiss pension plan). Most of the Group's Swiss
subsidiaries and a few companies that have close business and
financial ties with the Group participate in this plan. The Swiss
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pension plan is an independent self-insured pension plan set up
as a trust and qualifies as a defined contribution plan (savings
plan) under Swiss law.

The Swiss pension plan’s annual financial statements are pre-
pared in accordance with Swiss GAAP FER 26 based on the

full population of covered employees. Individual annual financial
statements for each participating company are not prepared. As a
multi-employer plan with unrestricted joint liability for all participat-
ing companies, the economic interest in the Swiss pension plan’s
over- or underfunding is allocated to each participating company
based on an allocation key determined by the plan.



Employer contribution reserves

Employer contribution

Amount subject

Employer contribution :

Increase/(Release) of
employer contribution
reserves included in

reserves — notional to waiver reserves — net personnel expenses
end of / in 2018 2017 2018 2017 2018 2017 2018 2017
CHF million
Swiss pension plan 15 15 0 0 15 15 0 0
Total 15 15 0 0 15 15 0 0

1 In line with Swiss GAAP statutory accounting guidance, contributions to the employer contribution reserves are not recorded in the statutory balance sheet of Credit Suisse (Schweiz)
AG.

Pension plan economic benefit/(obligation), pension contributions and pension expenses

Economic benefit/ Pension expenses

Over/(Under) (obligation) recorded by included in

-funding CS Schweiz ! Pension contributions personnel expenses

end of / in 2018 2017 2018 2017 Change 2018 2017 2018 2017
CHF million

Swiss pension plan - status overfunded 6942 9332 - - - 173 162 171 166

Total 694 933 - - - 173 162 171 166

1 In line with Swiss GAAP statutory accounting guidance, the economic benefit of Credit Suisse (Schweiz) AG from its share in the overfunding of the Swiss pension plan is not recorded in
the statutory balance sheet of Credit Suisse (Schweiz) AG.

2 Represents Credit Suisse (Schweiz) AG's share of 40% and 41% in the total overfunding of the Swiss pension plan of CHF 1,735 million and CHF 2,275 million as of December 31,
2018 and 2017, respectively.

18 Issued structured products

As of December 31, 2018, the total carrying value of issued
structured products was CHF 22 million, all related to equity
products with own debt. As of December 31, 2017, the total car-
rying value of issued structured products was CHF 562 million, of
which CHF 449 miillion related to equity products with own debt

and CHF 113 million related to foreign exchange products with
own debt. As of December 31, 2018 and 2017, all structured
products were placed with Credit Suisse AG and reported in liabil-
ities from other financial instruments held at fair value.

19 Provisions and valuation adjustments

Balance New
at Change Utilized Recoveries, charges Releases Balance
beginning in orga- for  Reclassifi- interest to income to income atend
2018 of period nization purpose cations past due statement statement of period
CHF million
Provisions for off-balance sheet default risks 15 0 0 ©) 0 9 ® 2012
Provisions for other business risks 10 1 (7) 0 0 3 ©Q 53
Restructuring provisions 5 0 (15) 0 0 28 0 184
Other provisions 44 0 6) 1 0 40 @) 785
Provisions 74 1 (28) 0 0 80 (6) 121
Valuation adjustments for default
and country risks © 319 0 (39) 1 35 132 (56) 392
of which valuation adjustments for default risks
from impaired receivables 220 0 (39 1 35 103 (48) 272
of which valuation adjustments for inherent risks 99 0 0 0 0 29 ®) 120

1 Partially discounted at rates between 0.81% and 12.50%.

2 Provisions are mainly related to irrevocable loan commitments and guarantees.

3 Provisions are not discounted due to their short-term nature.

4 Partially discounted at rates between 0.12% and 0.40%.

5 Includes litigation provisions of CHF 65 million and CHF 32 million as of December 31, 2018 and 2017, respectively. Partially discounted at rates between 2.32% and 3.59%.
6 Changes in impaired loan classification during the period and related movements in valuation adjustments are reflected on a gross basis.
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20 Composition of share capital, conversion and reserve capital

end of 2018 2017
Total Total
nominal value nominal value
Quantity (CHF million) Quantity (CHF million)
Share capital
Registered shares (at CHF 1 par value per share) 100,000,000 100" 100,000,000 100!
Total share capital 100 100
Conversion and reserve capital 2
Unlimited conversion capital (at CHF 1 par value per share) ® unlimited unlimited unlimited unlimited
Reserve capital (at CHF 1 par value per share) 4 200,000,000 200 200,000,000 200
© of which used for capital increases o o o 0
© of which reserved for planned capital increases o o o 0

1 The dividend eligible capital equals the total nominal value. As of December 31, 2018 and 2017, the total nominal value of registered shares was CHF 100,000,000 and fully paid.

2 Represents authorized capital.

3 For information on principal characteristics of unlimited conversion capital, refer to Article 5a in the Articles of Association of Credit Suisse (Schweiz) AG.
4 For information on principal characteristics of reserve capital, refer to Article bb in the Articles of Association of Credit Suisse (Schweiz) AG.

Non-distributable reserves

As of December 31, 2018, the amount of non-distributable
reserves in accordance with the Swiss Code of Obligations and
the articles of association of Credit Suisse (Schweiz) AG was
CHF 50 million. Not reflected in this amount are reserves, which
Credit Suisse (Schweiz) AG is required to retain in order to meet
the regulatory capital requirements as a going concern.

Transactions with shareholders

—> Refer to “Business developments” in “Note 1 — Company details, business
developments and subsequent events” for further information on transactions
with shareholders.

21 Significant shareholders and groups of shareholders

end of 2018 2017
Total Total
Number nominal Share- Number nominal Share-
of shares value holdin: of shares value holdin.
(million) (CHF million) (%, (million) (CHF million) (%,
Direct shareholders
Credit Suisse AG 1001 100 100.00 1001 100 100.00
Indirect shareholders through Credit Suisse AG
Credit Suisse Group AG 2 100 100 100.00 100 100 100.00
Indirect shareholders through Credit Suisse Group AG ®
Chase Nominees Ltd. 4 15 15 156.19 13 13 12.88
Nortrust Nominees Ltd. 4 6 6 5.84 5 5 5.49

1 All shares with voting rights.

2 Based on the percentage interest held in shares of Credit Suisse AG as per the share register of Credit Suisse AG on December 31 of the reporting period.
3 Pro-forma numbers calculated based on the percentage interest held in Group shares as per the share register of the Group on December 31 of the reporting period. Includes sharehold-

ers registered as nominees.

4 Nominee holdings in Group shares exceeding 2% are registered with a right to vote only if the nominee confirms that no individual shareholder holds more than 0.6% of the outstanding
share capital or if the nominee discloses the identity of any beneficial owner holding more than 0.5% of the outstanding capital.

Information received from shareholders of the
Group not registered in the share register

In addition to the shareholdings registered in the share register of
the Group, the Group has obtained and reported to the SIX Swiss
Exchange (SIX) information from its shareholders in accordance
with the notification requirements of the Swiss Federal Act on
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Financial Market Infrastructures and Market Conduct in Securi-
ties and Derivatives Trading. These shareholders may hold their
shareholdings in Group shares through a nominee. The following
shareholder notifications relate to registered voting rights exceed-
ing 5% of all voting rights, which are subject to disclosure in the
notes to the financial statements in accordance with Swiss GAAP
statutory.



In a disclosure notification that the Group published on Novem-
ber 9, 2013, the Group was notified that as of November 4,
2013, Harris Associates L.P. held 81.5 million shares, or 5.17%,
of the registered Group shares issued as of the date of the noti-
fied transaction. No further disclosure notification was received
from Harris Associates L.P. relating to holdings of registered
Group shares since 2013. This position includes the reportable
position of Harris Associates Investment Trust (4.97% of the vot-
ing rights), as published by the SIX on August 1, 2018.

In a disclosure notification that the Group published on Septem-
ber 6, 2018, the Group was notified that as of August 24, 2018,
Qatar Holding LLC held 133.2 million shares, or 5.21% of the
voting rights, of the registered Group shares issued as of the date
of the notified transaction.

In 2018, the Group received disclosure notifications from Norges
Bank that their holdings of registered Group shares and voting
rights had fallen below the 5% threshold. The Olayan Group and
BlackRock, Inc.’s holdings of registered Group shares and voting
rights remained below the 5% threshold both as of December 31,
2018 and as of December 31, 2017.

Shareholders with a qualified participation

As of December 31, 2018, Credit Suisse AG as direct share-
holder of Credit Suisse (Schweiz) AG and Credit Suisse Group AG
as direct shareholder of Credit Suisse AG are the only sharehold-
ers with a qualified participation in accordance with Bank Law.

- Refer to “Note 23 — Amounts receivable from and amounts payable to related
parties” for further information on shareholders with a qualified participation.

22 Shareholdings of the Board of Directors, Executive Board and
employees and information on compensation plans

Certain members of the Board also serve on the board of direc-
tors or executive board of the Group and Credit Suisse AG.
Compensation to such members of the Board is determined by
the Group on the basis of their overall function and responsibili-
ties in the Group and paid by different legal entities of the Group
depending on work location, local contracts, laws and regula-
tions. Board members who also serve as member of the board of
directors or executive board of the Group and Credit Suisse AG
receive an annual subsidiary board fee paid in cash, except for
the Group Chairman and the Group CEO who do not receive any
additional fees from Credit Suisse (Schweiz) AG. Board members
who are neither on the board of directors nor the executive board
of the Group or Credit Suisse AG receive an annual base fee and
chair fees paid in cash. In 2018 and 2017, no Group shares have
been awarded to these Board members for services provided in
relation to Credit Suisse (Schweiz) AG.

Share-based awards outstanding

end of 2018 2017

Number Number

of share- of share-

based based

awards awards
outstanding  Fairvalue in  outstanding  Fair value in
in million  CHF million in million  CHF million

Share-based awards '

Members of the Executive Board 1.6 17 1.4 24
Employees 4.7 51 4.5 78
Share-based awards outstanding 6.3 68 5.9 102

1 All share-based compensation plans of Credit Suisse (Schweiz) AG are plans which
are either settled in Group shares or in cash on the basis of the fair value of the Group
shares.

Compensation plans

For 2017, Credit Suisse (Schweiz) AG granted 1.6 million share
awards with a total value of CHF 29 million, 1.5 million performance
share awards with a total value of CHF 26 million and CHF 13
million of Contingent Capital Awards (CCA) as deferred variable
incentive compensation on February 15, 2018. The fair value of
each share award and performance share award was CHF 17.22,
the Group share price on the grant date.

Deferred compensation is awarded to employees with total com-
pensation greater than or equal to CHF 250,000. Employees with
total compensation below CHF 250,000 received variable incentive
compensation in the form of an immediate cash award. Performance
share awards were granted to managing directors and material risk
takers and controllers, CCA were granted to managing directors and
directors.

In 2018 and 2017, Credit Suisse (Schweiz) AG's total expenses
related to deferred compensation plans were CHF 28 million and
CHF 69 million, respectively.

For 2018 and 2017, all share-based compensation plans of Credit
Suisse (Schweiz) AG were either settled in shares of the Group
(Group shares) or in cash on the basis of the fair value of the Group
shares.
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Share awards

Share awards granted in February 2018 are similar to those
granted in February 2017. Each share award granted entitles the
holder of the award to receive one Group share, subject to ser-
vice conditions. Share awards vest over three years with one third
of the share awards vesting on each of the three anniversaries of
the grant date (ratable vesting). Share awards are expensed over
the service period of the awards. The value of the share awards is
solely dependent on the Group share price at the time of delivery.
The majority of share awards granted include the right to receive
dividend equivalents on vested shares.

Credit Suisse (Schweiz) AG's share awards include other awards,
such as special awards, which may be granted to new employees.
Other share awards entitle the holder to receive one Group share
and are generally subject to continued employment with Credit
Suisse (Schweiz) AG, contain restrictive covenants and cancella-
tion provisions and generally vest between zero and five years.

Performance share awards

Managing directors and all material risk takers and controllers
(employees whose activities are considered to have a poten-
tially material impact on Credit Suisse (Schweiz) AG's risk profile)
received a portion of their deferred variable compensation in the
form of performance share awards. Performance share awards
are similar to share awards, except that the full balance of out-
standing performance share awards, including those awarded in
prior years, are subject to performance-related malus provisions.
The majority of performance share awards granted include the
right to exercise dividend equivalents upon vesting.

Performance share awards are subject to a negative adjustment
in the event of a loss by the Group’s Swiss Universal Bank divi-
sion or a negative return on equity (ROE) of the Group, whichever
results in a larger adjustment. The basis for the ROE calcula-

tion may vary from year to year, depending on the Compensation
Committee’s determination for the year in which the performance
shares are granted.

There was no negative adjustment applied to performance share
awards granted in 2018 or in previous years.
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Contingent Capital Awards

CCA were granted in February 2018 and February 2017 to
managing directors and directors as part of the 2017 and 2016
deferred variable compensation and have rights and risks simi-
lar to those of certain contingent capital instruments issued by
the Group in the market. CCA are scheduled to vest on the third
anniversary of the grant date and will be expensed over the vest-
ing period. CCA provide a conditional right to receive semi-annual
cash payments of interest equivalents until settled, with rates
being dependent upon the vesting period.

CCA granted in 2018 and 2017 receive interest equivalents at a
rate of 2.24% and 3.17%, respectively, per annum over the six-
month Swiss franc London Interbank Offered Rate and vest three
years from the date of grant.

The rates were set in line with market conditions at the time of
grant and existing high-trigger and low-trigger contingent capital
instruments that the Group has issued.

As CCA qualify as going concern loss-absorbing capital of the
Group and Credit Suisse (Schweiz) AG, the timing and form of
distribution upon settlement is subject to approval by FINMA.

At settlement, employees will receive either a contingent capital
instrument or a cash payment based on the fair value of the CCA.
The fair value will be determined by the Group. In the case of

a cash settlement, the CCA award will be converted into Swiss
francs.

CCA have loss-absorbing features such that prior to settlement,

the principal amount of the CCA would be written down to zero

and forfeited if any of the following trigger events were to occur:

= the Group's reported common equity tier 1 (CET1) ratio falls
below 7%; or

= FINMA determines that cancellation of the CCA and other
similar contingent capital instruments is necessary, or that the
Group requires public sector capital support, in either case to
prevent it from becoming insolvent or otherwise failing.

Contingent Capital share awards

The Group executed a voluntary exchange offer, under which
employees had the right to voluntarily convert all or a portion of
their respective CCA into Contingent Capital share awards at a
conversion price of CHF 14.57. Each Contingent Capital share
award had a grant-date fair value of CHF 14.45 and contains the
same contractual term, vesting period, performance criteria and
other terms and conditions as the original CCA.



23 Amounts receivable from and amounts payable to related parties

end of 2018 2017
Amounts Amounts Amounts Amounts
receivable payable  receivable payable

CHF million

Shareholders with a qualified participation 6,457 24,653 11,201 23,138

Group companies . 5063 223 6272 195

Affliated companies 4786 2673 6427 2514

Members of governing bodies '~~~ B 66 68 90

1 Includes both the governing bodies of Credit Suisse (Schweiz) AG and the governing bodies of its direct and indirect holding companies Credit Suisse AG and Credit Suisse Group AG.
Governing bodies include members of the Board of Directors, the Executive Board and the statutory auditors and companies controlled by members of each of these bodies.

Significant off-balance sheet transactions

As part of the normal course of business, Credit Suisse (Schweiz)
AG issues guarantees, loan commitments and enters into other
agreements with group companies which are recorded as off-
balance sheet transactions by Credit Suisse (Schweiz) AG. As of
December 31, 2018 and 2017, Credit Suisse (Schweiz) AG had
contingent liabilities of CHF 5,530 million and CHF 7,414 million,
respectively, mainly related to the covered bond program of Credit
Suisse AG.

Additional information on related party
transactions

Transactions with related parties are carried out on an arm’s
length basis.

-> Refer to “Off-balance sheet transactions” and “Note 1 — Company details,
business developments and subsequent events” for further information on
related party transactions.

Sales and Trading Services

On November 20, 2016, with retrospective effect between the
parties as of August 1, 2016, Credit Suisse (Schweiz) AG entered
into a contractual relationship with Credit Suisse AG. The purpose
of this contractual relationship was to collaboratively operate the
Swiss portion of the former STS business. Following the transfer
of the majority of this business to other subsidiaries of the Group
in 2018, this contractual relationship has been discontinued with
effect as of September 30, 2018.

24 Total assets by country rating

2018 2017
end of CHF million 2 %  CHF million 2 %
Internal country rating '

AAA 7,424 3.3% 17,513 7.9%
AA 10,119 45% 4841 2.2%
A 1501 07% ¢ 862  0.4%
BBB 792 04% ! 504 0.2%
BB 1,392  06% 1,060  05%
B 648 03% 167 0.1%
CCC 37 00% 266  0.1%
C o 00% 6  00%
Foreign assets 21,913 9.8% 25,209 11.3%
Domestic assets 200,834 90.2% 197,722 88.7%
Total assets 222,747 100.0% 222,931 100.0%

1 Internal ratings are calibrated to the long-term issuer credit ratings of Standard & Poor’s for the respective sovereigns. Internal country ratings may differ from Standard & Poor's respec-
tive country ratings.
2 Net balance sheet exposure by country rating of risk domicile.

Notes to the financial statements 31



25 Fiduciary transactions

end of

2018 2017

CHF million

Fiduciary placements with third-party institutions

Fiduciary placements with group companies and affiliated institutions

Fiduciary transactions

26 Assets under management
Assets under management

Assets under management include assets for which Credit Suisse
(Schweiz) AG provides investment advisory or discretionary asset
management services. The classification of assets under man-
agement is conditional upon the nature of the services provided
by Credit Suisse (Schweiz) AG and the clients’ intentions. Assets
are individually assessed on the basis of each client’s intentions
and objectives and the nature of the banking services provided to
that client. In order to be classified as assets under management,
Credit Suisse (Schweiz) AG must currently or in the foreseeable
future expect to provide a service where the involvement of Credit
Suisse (Schweiz) AG’s banking or investment expertise (e.g., as
asset manager or investment advisor) is not purely executional or
custodial in nature.

Assets under custody are client assets held mainly for execution-
related or safekeeping/custody purposes only and therefore are
not considered assets under management since Credit Suisse
(Schweiz) AG does not generally provide asset allocation or finan-
cial advice.

Assets of corporate clients and public institutions that are used
primarily for cash management or transaction executional pur-
poses for which no investment advice is provided are classified as
commercial assets or assets under custody and therefore do not
qualify as assets under management.

For the purpose of classifying assets under management, clients
with multiple accounts are assessed from an overall relationship
perspective. Accounts that are clearly separate from the remain-
der of the client relationship and represent assets held for custody
purposes only are not included as assets under management.

The initial classification of the assets may not be permanent as
the nature of the client relationship is reassessed on an on-going
basis. If changes in client intent or activity warrant reclassifica-
tion between client asset categories, the required reclassification
adjustments are made immediately when the change in intent or
activity occurs.
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Reclassifications between assets under management and assets
held for transaction-related or custodial purposes result in corre-
sponding net asset inflows or outflows.

Assets under management

end of 2018 2017
CHF billion
Assets with discretionary mandates 119.7 121.8
Other assets under management . 4005 4934
Assets under management (including double counting) 529.2 545.2
of which double counting - -
Changes in assets under management
2018 2017
CHF billion
Balance at beginning of period 545.2 514.8
Net new assets/(Net asset outflows) 11.0 9.8)
Market movements, interest, dividends and foreign exchange  (26.8) 40.8
* of which market movements, interest and dividends ' 6.9 396
© of which foreign exchange e 1.2
Other effects 0.9 ©.6)
Balance at end of period 529.2 545.2

1 Net of commissions and other expenses and net of interest expenses charged.

Net new assets

Net new assets measure the degree of success in acquiring
assets under management or changes in assets under man-
agement through warranted reclassifications. The calculation is
based on the direct method, taking into account individual cash
payments, security deliveries and cash flows resulting from loan
increases or repayments. Interest and dividend income credited
to clients and commissions, interest and fees charged for bank-
ing services are not taken into account when calculating net new
assets, as such charges are not directly related to the success of
Credit Suisse (Schweiz) AG in acquiring assets under manage-
ment. Similarly, changes in assets under management due to cur-
rency and market volatility as well as asset inflows and outflows
due to the acquisition or divestiture of businesses are not part of
net new assets.



Proposed appropriation of retained
earnings and capital distribution

Proposed appropriation of retained earnings

end of 2018

Retained earnings (CHF million)

Retained earnings carried forward 14
Net profit 890
Retained earnings available for appropriation 904
Dividend (900)
Retained earnings to be carried forward 4

Proposed distribution out of capital contribution reserves

end of 2018

Capital contribution reserves (CHF million)

Balance before distribution 13,222
Distribution (200)
Balance after distribution 13,022

1 Capital contribution reserves represent legal capital reserves.
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List of abbreviations

A (0]
A-IRB Advanced internal ratings-based approach oTC Over-the-counter
ALMC  AssetLiability Management Committee
AMA  Advanced measurementapproach R
RMC Risk Management Committee
B ROE  Retumonequty
Board Board of Directors RRC 7Rreburtarti(7)néerrisi< Committee
RPSC  Risk Processes & Standards Committee
c RRSC  Reputational Risk & Sustainability Committee
CARMC  Capital Allocation & Risk Management Committee
CCA  Contingent Capital Awards s
CEO  ChiefExecutive Officer SIX SIX Swiss Exchange
CET!  Commonequityter! SIS SalesandTrading Services
CFO  ChiefFinancial Officer
CRO  ChiefRiskOfficer T
TLAC Total loss absorbing capacity
E
ERCF Enterprise risk and controls framework u
us United States of America
F US GAAP US generally accepted accounting principles
FINMA Swiss Financial Market Supervisory Authority FINMA
v
1 VaR Value-at-risk
IT Information technology VAT  Valveaddedtax
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Cautionary statement regarding forward-looking information

This report contains statements that constitute forward-looking state-

ments. In addition, in the future we, and others on our behalf, may make

statements that constitute forward-looking statements. Such forward-look-

ing statements may include, without limitation, statements relating to the

following:

= our plans, targets or goals;

= our future economic performance or prospects;

m the potential effect on our future performance of certain contingencies;
and

= assumptions underlying any such statements.

Words such as “believes”, “anticipates”, “expects’, “intends” and “plans”

and similar expressions are intended to identify forward-looking statements

but are not the exclusive means of identifying such statements. We do

not intend to update these forward-looking statements except as may be

required by applicable securities law.

By their very nature, forward-looking statements involve inherent risks and

uncertainties, both general and specific, and risks exist that predictions,

forecasts, projections and other outcomes described or implied in forward-

looking statements will not be achieved. We caution you that a number of

important factors could cause results to differ materially from the plans,

targets, goals, expectations, estimates and intentions expressed in such

forward-looking statements. These factors include:

= the ability to maintain sufficient liquidity and access capital markets;

= market volatility and interest rate fluctuations and developments affect-
ing interest rate levels;

the strength of the global economy in general and the strength of the
economies of the countries in which we conduct our operations, in par-
ticular the risk of continued slow economic recovery or downturn in the
EU, the US or other developed countries or in emerging markets in 2019
and beyond;

the direct and indirect impacts of deterioration or slow recovery in resi-
dential and commercial real estate markets;

adverse rating actions by credit rating agencies in respect of us, sover-
eign issuers, structured credit products or other credit-related exposures;

the ability to achieve our strategic goals, including those related our tar-
gets and financial goals;

the ability of counterparties to meet their obligations to us;

the effects of, and changes in, fiscal, monetary, exchange rate, trade
and tax policies, as well as currency fluctuations;

political and social developments, including war, civil unrest or terrorist
activity;

the possibility of foreign exchange controls, expropriation, national-
ization or confiscation of assets in countries in which we conduct our
operations;

operational factors such as systems failure, human error, or the failure to
implement procedures properly;

the risk of cyber attacks, information or security breaches or technology
failures on our business or operations;

= the adverse resolution of litigation, regulatory proceedings, and other
contingencies;

actions taken by regulators with respect to our business and practices
and possible resulting changes to our business organization, practices
and policies in countries in which we conduct our operations;

the effects of changes in laws, regulations or accounting or tax stan-
dards, policies or practices in countries in which we conduct our
operations;

the potential effects of changes in our legal entity structure;

competition or changes in our competitive position in geographic and
business areas in which we conduct our operations;

the ability to retain and recruit qualified personnel;

the ability to maintain our reputation and promote our brand;

the ability to increase market share and control expenses;

technological changes;

the timely development and acceptance of our new products and ser-
vices and the perceived overall value of these products and services by
users;

acquisitions, including the ability to integrate acquired businesses suc-
cessfully, and divestitures, including the ability to sell non-core assets;
and

other unforeseen or unexpected events and our success at managing
these and the risks involved in the foregoing.

We caution you that the foregoing list of important factors is not exclusive.
When evaluating forward-looking statements, you should carefully consider
the foregoing factors and other uncertainties and events.
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