


Highlights by Quarter

in €m
Ql Q2 Q3 Q4 FY
2002 2001 | 2002 2001 2002 2001| 2002 2001| 2002 2001
Sales revenue 204.9 191.7 | 205.3 182.9| 355.7 185.5| 340.6 200.2|1,106.5 760.3
Net interest income
from banking business 0 0 0 0 32.6 0 31.8 0 64.4 0
Earnings before interest,
taxes and goodwill
amortization and
write-downs (EBITA) 88.4 90.2 81.2 70.3| 136.7 64.8| 113.6 53.0| 419.9 278.3
Earnings before interest
and taxes (EBIT) 87.4 90.2 80.0 70.3 87.9 64.8 ©)5.8) 52.8| 351.2 278.1
Profit before tax from
ordinary activities (EBT) 95.0 98.8 89.4 83.5 92.2 753 97.8 61.6| 374.4 319.2
DVFA/SG earnings 64.6 65.2 59.7 52.2 38.5 49.4 72.3 36.9| 235.1 203.7
Sales Revenue by Segment
in €m
331.6
+23%
268.8 277.0
243.1 ~13%
|
210.8
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€ Quarters 1 to 4 — Sales revenue by segment — Share price

Deutsche Bérse Group: Financial Highlights

Change
2002 2001 %
Consolidated income statement
Sales revenue €m 1,106.5 760.3 46
Net interest income from banking business €m 64.4 0 -
Earnings before interest, taxes and goodwill amortization and write-downs (EBITA) €m 419.9 278.3 51
Earnings before interest and taxes (EBIT) €m 351.2 278.1 26
DVFA/SG earnings €m 235.1 203.7 15
Dividend (proposal for 2002) €m 49.2 37.0 83
Consolidated cash flow statement
Cash flows from operating activities €m 466.2 248.8 87
Cash flows from investing activities €m -1,734.1 -152.8 1,035
Consolidated balance sheet
Total noncurrent assets €m 2,656.4 737.2 260
Shareholders’ equity €m 2,152.2 1,560.3 38
Technical closing date liabilites €m 3,475.1 164.7 2,010
Total assets €m 6,544.2 2,135.1 207
Performance indicators
DVFA/SG earnings per share & 2.18 2.04 7
Dividend per share € 0.44 0.36 22
DVFA/SG cash flow per share € 4.35 2.83 55
Employees (annual average) 2,302 1,030 123
Sales revenue per employee € thousands 481 738 -35
EBIT (excluding share of results of associated companies) / sales revenue % 28.6 30.7 -7
Return on equity % 12.7 159 -20
Equity ratio % 70.1 79.2 -11
Market indicators
Xetra
Number of transactions thousands 60,001 49,719 21
Order book turnover €m 876,179 958,407 -9
Participants (at 31 December) 359 413 -13
Floor trading
Number of transactions thousands 86,653 124,342 -30
Order book turnover €m 157,760 235,780 -33
Eurex
Number of transactions thousands 801,201 674,158 19
Participants (at 31 December) 424 427 -1
Clearstream
Number of transactions national thousands 67.0 66.2 1
international thousands 15.2 19.8 -23
Securities deposits (at 31 December) national €bn 4,407 4,838 -9
international €bn 2,737 2,830 -3
Deutsche Borse share price ?
Opening price ¥ € 43.21 33,50 29
High € 51.50 44.93
Low € 32.40 29.77
Closing price & 38.16 43.21 -12

1
2)
3)

Based on DVFA/SG earnings

Adjusted for the 10-for-1 stock split implemented on 1 June 2001

Closing price on preceding trading day
Issue price on 5 February 2001



Our mission is to improve
the efficiency of cagital markets.

Our objective is to become the preeminent exchange organization. We will
provide access to the most attractive securities and derivatives markets.

Being the only fully integrated exchange organization worldwide, we offer
a full range of trading, clearing, settlement, custody, information and
infrastructure services at lowest costs. We will organize new markets and
thereby improve their liquidity.

We will provide first-class services targeted at intermediaries and vendors,
investors and issuers worldwide.

We initiate and support improvements of the regulatory framework and
are open for valuable partnerships.

To achieve these goals we build on our uniquely skilled professionals
and the power and reliability of our fully integrated electronic systems.
Thus, we create superior shareholder value.
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Deutsche Borse Group continued its growth course in fiscal 2002. Despite the difficult environment,
the Group increased its sales revenue by €346 million, and its earnings by €73 million, thus
exceeding the goals we set at the beginning of the year. The Supervisory Board and the Executive
Board will be proposing a dividend of €0.44 per share — an increase of 22 percent on last year —
to the Annual General Meeting on 14 May 2003.

The Group’s growth can be attributed in part to the acquisition of the securities settlement and
custody organization Clearstream International in the middle of the year. The Group now employs
around 3,300 people at its primary locations in Germany, Luxembourg and Switzerland, as well
as at its branch offices in London, Paris, Chicago, New York, Sao Paulo, Hong Kong and Dubai.
It is their dedication and professionalism that has made the Group’s excellent results possible.

Today, Deutsche Borse Group provides around 2,000 customers — primarily from Europe and

the US — with a range of efficient and cost-effective infrastructure services. On behalf of all our
employees and myself, | would like to personally thank all our customers for the confidence they

have shown in Deutsche Bdrse Group.

Dear shareholders, despite the difficult environment we will continue to justify your trust, and
will do our utmost to fulfil your expectations.

With kind regards,

Werner G. Seifert
Chairman of the Executive Board



as at 1 March 2003

Werner G. Seifert, born 1949

Chief Executive Officer Deutsche Borse AG
Responsible for Group Coordination and
Customers/Markets (Information Services,
Technology Services)

Frankfurt/Main

André Roelants, born 1943
Deputy Chief Executive Officer
Deutsche Borse AG

Responsible for Customers/Markets
(Banking and Custody Services)
Lintgen, Luxembourg

Yves Baguet, born 1960

Responsible for Delivery

(Operations, Infrastructure and Implementation)
Waltzing (Arlon), Belgium

Rudolf Ferscha, born 1961

Member of the Executive Board Deutsche Borse AG
Responsible for Customers/Markets

(Trading and Clearing Services)

Frankfurt/Main

Matthias Ganz, born 1963
Responsible for Operations
Glashitten/Schlossborn

d\

Frank Gerstenschlager, born 1960
Responsible for Technology Services
Darmstadt

Mathias Hlubek, born 1963

Member of the Executive Board Deutsche Borse AG
Responsible for Finance/Group Corporate Center
Kronberg

Ulrich Kastner, born 1954

Responsible for Application Development
Trading and Consulting

Eschborn

Michael Kuhn, born 1954

Member of the Executive Board Deutsche Borse AG
Responsible for Technology/Systems

Frankfurt/Main



Christoph Lammersdorf, born 1950
Responsible for Information Services
Mainz

Gerhard LeBmann, born 1958
Responsible for Application Development
Clearing and Settlement, Custody
Kronberg

Axel Nawrath, born 1954
Responsible for Policy, Communication and Legal
Berlin

Volker Potthoff, born 1954
Responsible for Banking and Custody Services
Bad Homburg

Martin Reck, born 1961
Responsible for Group Functionality
Rockenberg

Jiirgen Karl Rothig, born 1962
Responsible for Trading/Clearing/Info Operations
Oberursel



as at 1 March 2003

In addition to the central functions (Group Coordi-

nation and Corporate Center), the management structure

of Deutsche Borse Group reflects the three core func-
tions of the company’s business model: “building”
trading, clearing and settling systems (Customers/
Markets), “operating” them (Operations) and “loading”
the systems with transactions (Technology/Systems).

Executive Committee

W. G. Seifert (CEO)
M. Hlubek (CFO)

A. Roelants (Deputy CEO)
R. Ferscha

A team of 15 Managing Directors leads the Group in a
committee structure comprising Management Commit-
tees, Group Committees and an Executive Committee
made up by six of the 15 Managing Directors. In line
with the Aktiengesetz (AktG, German Stock Corporation
Act), this Executive Committee corresponds to the
Executive Board of Deutsche Bdrse AG. While the
Management Committees reflect Deutsche Borse Group’s
core functions, the Group Committees operate cross-

functionally.

M. Ganz (COO)

M. Kuhn (CIO)

Group Coordination
and Corporate Center

Group Coordination
W. G. Seifert

Policy, Communication
and Legal
A. Nawrath

Finance/
Group Corporate Center
M. Hlubek

Customers/Markets

\
Management Committee
“Customers/Markets”
W. G. Seifert

\
Trading and Clearing
Services
R. Ferscha

Information Services
C. Lammersdorf

CEO Clearstream
A. Roelants

Banking and Custody
Services
V. Potthoff

Technology Services
F. Gerstenschlager

Group Committee “Product Development” M. Ganz

Group Committee “Investment” M. Hlubek

Operations

\
Management Committee
“Operations”

M. Ganz

[

Group Functionality
M. Reck

|
Trading/Clearing/
Info Operations
J. Roéthig

[
Settlement/Custody
Operations
M. Ganz

Group Committee “Risk Management and Compliance” W. G. Seifert

Group Committee “Compensation and Policy” M. Hlubek

Technology/Systems

Management Committee
“Technology/Systems”
M. Kuhn

Central Support
M. Kuhn

Delivery
Y. Baguet

Application Development
Trading and Consulting
U. Kastner

Application Development
Clearing and Settlement,
Custody

G. LeBmann
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January

Annual Reception 2002
Invited by Deutsche Bérse,
around 1,000 guests from
the worlds of business,
politics and the financial
community — including
the main speaker Frits
Bolkestein, EU Commis-
sioner in charge of the
Internal Market and Tax-
ation — meet to discuss
current developments

on the European capital
markets.

Neuer Markt Sentiment
Index debuts

Together with Cognitrend,
Deutsche Borse estab-
lishes a mood barometer
survey for the Neuer
Markt. The Sentiment
Index tracks the ratio of
optimists to pessimists
and the way this changes
on a weekly basis. In
October, a DAX® mood
barometer for blue chips
will supplement the Neuer
Markt Sentiment Index.

February

Expansion of Xetra
European Stars
Deutsche Bérse admits
17 French securities, one
Belgian and one Finnish
security — all from the
Dow Jones Euro STOXX
50" — to its European
trading segment, Xetra
European Stars®.

Takeover offer to

Cedel owners

Deutsche Borse AG makes
an offer to the owners of
Cedel International for the
acquisition of their shares.
In the event of a takeover,
Deutsche Borse will
become the sole owner of
the securities settlement
company Clearstream
International. Cedel cur-
rently holds 50 percent of
the shares in Clearstream
— as does Deutsche Borse.

March

Shares at all-time high
On 12 March, the
Deutsche Borse shares
reach their highest level
to date at €51.50. Since
the IPO in February
2001, the shares have
risen in value by around
53 percent.

Round lot one for

MDAX securities

With immediate effect,
investors may buy MDAX®
shares starting with an
order size of one share.

Electricity exchange
merger

EEX®, a subsidiary of
Deutsche Borse, and Leip-
zig Power Exchange (LPX)
merge to form “EEX Euro-
pean Energy Exchange AG”,
based in Leipzig. Hourly
trading takes place on

the Leipzig Sapri system,
derivatives trading and
continuous block trading
are effected via the Frank-
furt Xetra® system.

April

Two years of XTF

Two years after its intro-
duction, Deutsche Borse's
XTF® segment has estab-
lished itself as a perma-
nent feature on the Ger-
man capital market and,
at the same time, as
Europe’s most important
market for exchange-
traded index funds.

MTS France market data
from Frankfurt for the
first time

Deutsche Borse exclusive-
ly provides the real-time
prices of MTS France,
one of the key markets
for government bonds

in Europe.

12th German Equity
Forum

The German Equity

Forum is held in Frankfurt
am Main for the first
time. The initiative, led
by Deutsche Borse, KfW
(the German Development
Bank) and the State of
Hesse, brings together
companies seeking capital
with specialist investors.
The event is opened by
Roland Koch, Prime
Minister of Hesse.

Deutsche Borse invites
the public on the Night
of Museums

With almost 2,500 visi-
tors, great interest is
generated by Deutsche
Borse's art collection XL
Photography on the Night
of Museums.

May

Annual General Meeting
2002

The shareholders resolve
a dividend for fiscal 2001
of €0.36 per share — a
20-percent increase year-
on-year. The AGM is
broadcast live on the
Internet for the first time.

Investor Center online
The portal for private
investors offers up-to-date
information on the capital
markets and useful details
on trading with shares,
derivates and warrants:
www.deutsche-boerse.com/
marketinfo/index_e.htm.

Launch of NISAX 20
Deutsche Borse calculates
the NISAX 20 in coopera-
tion with Norddeutsche
Landesbank. The index
shows the development of
the 20 largest companies
in Lower Saxony.

June

Free float: A new
weighting criterion for
share indices

With immediate effect,
the weighting of a compa-
ny in Deutsche Borse's
share indices is based
on its free float shares —
shares that can be freely
traded and are not held
by the founding family or
major shareholders.

Symposium on Capital
Market Law
Representatives of the
European Commission
and the German Federal
Government, together
with representatives from
academic institutions and
securities trading, meet at
the Neue Borse to discuss
the proposals made by
the European Commission
to create a pan-European
supervision of capital
markets.

Private placement
successful

More than 9 million
Deutsche Borse shares
are placed with institu-
tional investors in Europe
and the US at a price

of €44 per share. The
proceeds go towards the
acquisition of Cedel Inter-
national.

Commercial Paper
issued

Deutsche Borse issues
commercial paper with a
volume of around €400
million to partially finance
the acquisition of Cedel.



July

Acquisition of Cedel
International completed
Deutsche Borse acquires
Cedel International — and
with it its 50-percent share
in Clearstream International
— at a price of €1.6 billion.
The largest transaction in
the history of the securi-
ties industry to date is fi-
nanced using the proceeds
of the IPO, the successful
private placement and the
commercial paper program.
Deutsche Bérse’s offer is
accepted by all Cedel
shareholders.

a/c/e refocused

Eurex and the Chicago
Board of Trade (CBOT)
restructure their a/c/e
alliance: Eurex will be
exclusively responsible for
the a/c/e platform’s soft-
ware and its further devel-
opment; CBOT will pay
license fees for the use of
the software.

August

Interface to central
counterparty

Deutsche Borse Systems’
Xentric® CCP Request
Broker offers a new, pro-
fessional interface between
the in-house systems of
stock trading participants
and the central counter-
party (CCP).

Round lot one for

DAX securities

Deutsche Bérse reduces
the order size for all

DAX securities to just
one, allowing a minimum
lot of one for all Xetra-
traded shares.

Launch of

Xetra Release 7.0

The new version offers an
enhanced front end and
interface for customizing
the system to trading par-
ticipants' environments. In
addition, the trading sys-
tem now also includes
the relevant functions for
the launch of Xetra BEST®
in September.

September

First Eurex participant
in Australia

Fortis Clearing Sydney
Pty Ltd. becomes the first
Australian participant
directly linked to Eurex.

New service for private
investors: Xetra BEST
Xetra Best Execution — or
Xetra BEST for short — sup-
ports the immediate exe-
cution of private investors’
orders at lower prices than
would be generated using
the Xetra order book at
that time.

7th Global Securities
Financing Summit in
Luxembourg

Clearstream invites finance
experts to debate develop-
ments in securities financ-
ing and discuss efficient
liquidity and collateral
management.

October

CreationOnline added to
CreationConnect
CreationOnline, the secure
browser solution for access
to Clearstream’s settlement
process, is now available
via Clearstream’s virtual
private network and the
public Internet.

Deutsche Borse
Computershare offers
share register manage-
ment services

The newly formed joint
venture by Deutsche Borse
AG and Computershare
Ltd. offers German public
companies assistance with
share register management.

New index concept
presented

As of March 2003, the
development of prices on
the German stock market
will be even more trans-
parent thanks to a new
index concept: in future,
Deutsche Borse will distin-
guish between traditional
and technology sectors
below the DAX. The new
index system will be intro-
duced at the first chaining
date 2003.

November

Infobolsa investment
Deutsche Borse acquires a
50-percent interest in Info-
bolsa, one of the leading
European providers of real-
time financial information.
A German subsidiary is
expected to provide infor-
mation to German finan-
cial services providers.

13th German Equity
Forum

Once again, Deutsche
Bérse and KfW host the
German Equity Forum in
Frankfurt. For the first
time, listed companies
also present their business
models and products to
analysts and institutional
investors.

Exchange Council agrees
on new segmentation of
stock market

New exchange rules are
resolved by the Exchange
Council and approved by
the Exchange Supervisory
Authority of the State of
Hesse. As of the beginning
of 2003, there will be two
new segments on the
Frankfurt Stock Exchange:
the Prime Standard — with
particularly high trans-
parency requirements —
and the General Standard.

December

eb.rexx: New index family
for fixed-income securities
Together with Eurex
Bonds, Deutsche Borse
introduces a new index
group, initially comprising
ten German bond indices.

Deutsche Bérse

in the DAX

Almost two years after its
IPO, Deutsche Borse is
included in the German
blue-chip index DAX.

Clearstream expands
Vestima

Clearstream’s purchase of
Filinks adds a complemen-
tary technology to the
Vestima® investment fund
service. It will increase
efficiency in forwarding
orders from domestic
markets.

Acquisition of entory
complete

Deutsche Bérse redeems
the final remaining tranche
of shares from the previ-
ous shareholders and now
holds a 100-percent inter-
est in entory AG.









o
2 W
co
Operate

Load
Economies

of scale

Business concept: Combining economies of scale and scope at different value-added intensities

Economies of scope

Back office

Settlement

Clearing

Trading

Process chain

Front office

Business

@
model e
Of/)7
Selling U

Build technology

Insourcing
load

Providing
full service

Value added
intensity



Looks and outlooks:
Deutsche Borse — more efficiency
for global capital markets

A single European financial market for the benefit of both investors and issuers —

this is what the European Union is aiming to achieve by no later than 2005

with its Financial Services Action Plan. A series of EU directives is being drawn

up, including, most notably, the Investment Services Directive (ISD), which is

intended to harmonize the structures of the securities markets. Simultaneously,

the debate on the right structure for cross-border securities transactions has

intensified over the past year. Various bodies have voiced their opinions on the

matter: since the European Commission began a consultation process in the area

of clearing and settlement in May 2002, the European Parliament has produced

a report; the G30, a group of representatives of prominent market participants

and public institutions, drafted its position in January 2003. In addition, the

European Commission has formed a committee of experts chaired by Alberto

Giovannini, whose second report (which will appear in the spring of 2003) will

provide the basis for its approach to the issue. In other words: the architecture

of the European capital market is undergoing a complete overhaul.

As a successful capital market infrastructure ser-
vices provider, Deutsche Bdrse Group is looking
carefully at these opinions and is continuing to
develop its business model against the backdrop
of this debate. In line with calls made by some
contributions to the debate, Deutsche Bérse Group
analysed its performance in European cross-border
securities transactions in its study entitled “Cross-
Border Equity Trading, Clearing & Settlement

in Europe”, which was published in April 2002
and which can be accessed at www.deutsche-
boerse.com>Services>Publications/Downloads.
The first part of the following considerations
shows that the securities industry, as well as the

European and German legislators, should be trying
to streamline the diversity of regulatory frameworks
in Europe. The process-oriented business model
provided in the second part of this chapter demon-
strates how Deutsche Borse is already making a
contribution to creating a more efficient inter-
national capital market architecture. The third
part shows how Deutsche Borse Group devel-
oped a functional leadership structure out of this
business model on 1 January 2003, in order to
continue to focus systematically and swiftly on
the future requirements of the European capital
market structure.



Efficiency in the European securities
sector is possible despite regulatory
and institutional diversity

Investors should always take every opportunity
to improve their returns and minimize their risk.
This is particularly important in light of the cur-
rent weakness on the capital markets, which
has been continuing for several years now. One
option is to diversify into various European capi-
tal markets. In practice, however, the costs in-
volved in this type of diversification outweigh the
benefits for most investors. In order to maintain
a presence on all markets for investors or for the
purposes of proprietary trading, banks and other
intermediaries must be linked to various trading
and settlement systems. This involves a degree
of complexity, from both a technical and regula-
tory point of view, which in turn brings direct
and indirect costs. One alternative is to engage a
second intermediary in the target market, which
incurs even higher costs. Following the introduc-
tion of the euro, European politicians expect the
costs involved in the trading and settlement of
cross-border securities transactions to fall.

How extensive are the political expectations?

In theory, the following model can be conceived:
a standardized trading and settlement platform for
all European markets with a standardized market
model and uniform standards, for example for
trading regulations, for the deposit of collateral,
for settlement periods and for the extended regu-
latory environment for accounting or tax systems.
This would mean that trading participants would
only have to connect to a process based on a
single technology, and therefore to one institution-
al and regulatory system. The costs for market
participants would fall: this standardized and
integrated process from the incoming order to the
last stage in the settlement process would bring
the unit costs down to a minimum. That's the
theoretical wishful thinking, anyway.

Would the model be politically viable?

Will the future private demand for cross-border
trading be enough to justify the material invest-
ments and the restriction of competition? All of
the national markets would have to cede national
sovereignty over the regulatory framework in order
to implement this model — but is this desirable
and can it be achieved? Could Luxembourg,
Switzerland and Ireland really be persuaded to
give up their competitive advantages, e. g. from
their low rates of tax? On the other hand, would
the United Kingdom be willing to do away with
its stamp duty, although this provides the British
Treasury with revenue which exceeds the total
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amount to be saved on European cross-border
transactions? Finally: would the United Kingdom
and Switzerland remain outside the model be-
cause of their non-membership of the euro zone?
Are the complexity costs involved in the engage-
ment of intermediaries really the only relevant
criteria? After all, this problem has long been of
no consequence to institutional investors, who
are tied to the liquidity of their domestic market
through their brokers.

Would introduction of the model be a
responsible move from a regulatory perspective?

Regardless of its feasibility, the model of an entire-
ly standardized European infrastructure ignores
the economies of scale. The advocates of the uni-
fied model are the very ones who are bringing
this important argument to bear: should the trans-
action costs in the cross-border stock market be
at the same low level for all European investors?
If so, which domestic market should serve as the
reference market? Depending on their size, differ-
ent domestic markets have significantly different
economies of scale — the Luxembourg stock mar-
ket cannot achieve the same economies of scale
as the German one.

This systematic problem cannot be solved either
politically or economically. This is why prices for
cross-border and domestic transactions can only
be harmonized for each individual country. If this
system were to be implemented, we would remain
in a situation in which the same transactions were
priced differently in France to Germany or ltaly.
As such, investors would be at either an advan-
tage or a disadvantage depending on where they
live. This problem does not only affect investors,
it also impacts the infrastructure providers: the
protection of national regulation in Europe has
led to over-capacity in trading, clearing and settle-
ment. Would the smaller, national providers of
infrastructure services then be forced to give up,
or become junior partners as part of a consolida-
tion process?

The distortions caused by a single European
infrastructure would also affect the intermedia-
ries: the unit and connection costs still depend
on the volume of orders — the effects of differing
participant sizes are not automatically eliminated
by a single infrastructure. Rather, a unified system
would promote a concentration movement among
intermediaries. This would lead to a new pricing
power at just a few intermediaries, who could then
reverse the reduction in clearing and settlement
transaction fees for retail customers if they want.
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Additional costs of cross-border securities transactions per year

Total volume €4.3 billion p. a.

20%

Affected by intermediaries
and exchange organizations

= Different market practices
m Great variety

40%

of infrastructures

40%

Hard to affect, only
long-term changes conceivable

m Small cross-border volumes
(home bias)
= Different languages and cultures

Do the benefits outweigh the material and
regulatory costs of the theoretical model?

All of these effects and consequences should be
looked at in relation to the size of the problem.
On closer examination, the price for the diverse
range of institutional providers in Europe is lower
than those who talk of the costs being “ten times
as high as in the USA” would lead us to believe.
According to analyses carried out by Deutsche
Borse Group and published in the aforementioned
study, the inefficiencies of the current system
amount to €4.3 billion per year, compared to a
theoretical model which would allow transactions
to be processed at the costs applicable in the
cheapest country of reference (see chart). The scale
of this inefficiency has since been confirmed by
competitors. Using the same method and the fig-
ures used in the study, the total annual cost for
equity transactions in Europe amounts to €40.9
billion. The inefficiency of the current diversity
therefore accounts for one tenth of total costs.

Affected by the EU and
its member countries

m Different regulatory frameworks

and fiscal systems

= Different corporate action rules
= Different currencies

And of this tenth, only one fifth (2 percentage
points or around €860 million) is attributable to
the market infrastructure, thus corresponding to
a €28 burden on an average institutional trans-
action of €150,000 — a rate of 0.19 per mill. In
fact, these costs are the result of the diversity in
the technologies used and the inefficiency of the
current processes. The remaining €3.4 billion,
on the other hand, can be put down to the fact
that the harmonization of the general regulatory
framework is progressing too slowly. Regulatory
frameworks are often established by the national
political bodies in order to create apparent com-
petitive advantages, such as with the various
legal constructs for securities (for example, the
prevalence of registered shares in the United
Kingdom, and bearer shares in Germany) or the
different tax treatment of capital services such as
interest and dividends, or the different regulations
governing company takeovers.It cannot even be
ruled out as yet that the regulatory frameworks
will drift further apart in the future, for example
the tax systems.



This applies despite the fact that the idea of a
single framework is perfectly conceivable and
has long been in existence in other sectors of the
securities market: after all, with the Eurobond
market, Europe has had a cost-efficient and
smooth-running cross-border bond market for
decades now. It is only when the basis for a
similar regulatory framework for the stock market
has been established politically that the costs
for cross-border securities transactions will fall
in line with political expectations. Exchange and
settlement organizations, as well as the interme-
diaries involved, will do their homework in the
meantime and make the processes more efficient.

How does the model comply with concepts
of a free market economy?

Is a public “utility company” (this is what would
arise from such a model), as opposed to compe-
ting capital market infrastructure providers, really
in a position to work cost-effectively, and can it,
and does it want to, be innovative in the absence
of competitive pressure? Most European countries
have, quite rightly, moved towards privatization
in the telecommunications, energy and railway
sectors. The trend is to move away from diri-
gisme and towards market mechanisms. This has
brought welcoming results: in the telecommuni-
cations sector, for example, efficiency improved
drastically following the end of the state mono-
poly. Why should the right move for the stock
markets lie in the opposite direction?

Cui bono — who would benefit most
from the model?

By and large, the first conclusion to be drawn is
that the problem is less relevant, and of a lesser
magnitude than the debate surrounding it might
lead us to believe. Secondly, responsibility has
been spread very unevenly on the shoulders of
capital market participants. The calls for a diri-
giste solution come, for the most part, from the
global securities houses. These often started ex-
panding into Europe only a few years ago (even
though they barely invested in the infrastructure
in the past), but also include banks which were
originally European and which have since parted
with their interests in the exchange and settle-
ment organizations at a high profit, meaning
that they have also amortized their investments.
These companies are now trying to use their
order volumes to take over the management of
clearing and settlement companies in particular
by calling for user participation. They want to
adapt these processes to meet their cost needs —
not necessarily to the benefit of smaller market
participants. This would allow them to process
their order volumes in-house (to internalize
them) and thus to increase their margins to the
detriment of private investors. These very same
companies believe, unlike the smaller intermedi-
aries, that they no longer require stock exchan-
ges for the cash market, but only the appropriate
clearing and settlement infrastructures.
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Efficiency and effectiveness only by means
of a free market economy approach

At this point, Deutsche Borse would again like to
emphasize its long-standing objective to minimize
the trading and settlement costs for the European
capital market: “Our mission is to improve the
efficiency of markets” (see p. 1). As part of this
objective, Deutsche Borse differentiates between
trading and settlement costs and makes them
transparent. The results of its ongoing endeavors
become particularly clear when one considers
how long it is taking banks or postal service pro-
viders to lower the cost of basic services such as
transfers and delivery.

Deutsche Borse Group is trying to streamline the
existing diversity on the European markets within
the framework of a free market economy. It wants
to create value for shareholders, and can only do
so by serving its customers to the very best.

Deutsche Borse Group is convinced that its ap-
proach benefits all capital market participants —
issuers, investors and intermediaries — far better
than a public utility company, under the sole
control of those who use it, ever could.

In light of the fact that the regulatory structures,
for which exchange and settlement organizations
are not responsible and which they are unable
to influence, account for four-fifths of the prob-
lem (see chart on p. 18), Deutsche Borse Group
is focusing on that fifth which it can influence:
focus on process! The fact is that in the current
environment (or, at least, in a very similar one)
processes can be streamlined more quickly

and with greater benefits than the cross-border
harmonization of various different systems in a
broader sense. The business model of Deutsche
Borse Group, which is integrated along the value
chain, is not the expression of an ideology, but

of the pragmatic realization to increase advan-
tages to customers, both today and in the future.

Process-oriented Group business model

In spite of its diversified business portfolio and
the vast range of transactions at different stages
of the value chain, Deutsche Borse is running
what is ultimately a monolithic business. All of
its endeavors must focus on improving the se-
curities and derivatives trading process from the
incoming order to the final settlement (“money
versus securities”) and the custodian services
which follow, in the interests of its customers.
This means running transactions through the
integrated system more quickly, more reliably,
more efficiently and with less risk.



Harmonization in Europe and beyond
possible for all transactions

The range of transactions which form part of the
process chain and resulting portfolio is, however,
vast. This means that there are various approa-
ches which could be taken to further harmonize
and standardize the European capital market and
thus make cross-border transactions more efficient.
The vast range of areas covered internationally
already offers a host of possibilities which Deutsche
Borse exploits at every opportunity.

Cash market: Focus on Europe

It is in this sector that expansion poses the most
problems, not only for Deutsche Bdrse, but for all
stock exchanges: the liquidity concentrated on a
single trading platform cannot be transferred easily,
even with fierce competition. Despite all European
harmonization efforts, this is the result of the pro-
tection offered by the national regulatory frame-
works.

There are, however, three possible models for the
consolidation of liquidity: firstly, the purchase of
other markets. The French-led Euronext, for example,
is attempting to consolidate the Dutch, Belgian
and Portuguese markets horizontally on a single
technical platform. The difficulty involved in inte-
grating the Dutch market, however, demonstrates
how regulatory resistance has to be overcome and
traditional patterns of behavior revised.

Secondly, there is the “insourcing” of other markets:
Deutsche Borse uses its technical platform to operate
the Irish and Austrian markets as well. This allows
these markets to benefit from Deutsche Bérse's low
unit costs, and trading participants enjoy a wider
offering via a single technical point of access. Similar
approaches have been taken on the Scandinavian
markets as well as on London’s virt-X, which

has outsourced its operations to the SWX Swiss
Exchange.

Thirdly, there is the option of merging the cash
markets: Deutsche Borse attempted a merger with
the London Stock Exchange in 2002. The project
could not be implemented due to a series of reasons.
Once again, established patterns of behavior among
market participants, regulatory differences and
national perspectives proved to be major stumbling
blocks. Nonetheless, the actual structural and
technical dimension did not pose an insurmountable
problem then, and it would not pose one today.
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Derivatives market: US equities are on the way Eurex derivatives market:
Unrivaled price performance ratio

Eurex, which belongs to Deutsche Bdrse Group, Key performance figures 2001 including clearing
is the market leader in all derivatives on European
underlyings, with the exception of short-term inter-
est-rate futures. This means that even today, it

serves an international market. Eurex will now CME
develop the market for derivatives on US under-

lyings, which, like the market for euro products,

is international. In doing so, it is relying on its

market model and unrivaled price-performance

ratio. One example: it is virtually impossible to cBOT
make a direct comparison of derivatives trading

prices. Figures for turnover and sales revenue
demonstrate, however, that Eurex is the clear price
leader among the world’s major derivatives ex-

changes: according to the latest available figures

for 2001, Eurex generated sales revenue (includ-

ing clearing) which was lower than, or on a com-

Eurex
0.50

1.00

CBOE

1.24

Liffe

1.82
39312

- Traded contracts (millions) Calculated average price (€)

I sales revenue (€m)

para ble level with that of its main com petitors. Y Figures include estimated fees of the clearing organizations
. OCC (CBOE), BOTCC (CBOT) and LCH (Liffe).
However, since by far the most contracts are % Estimated sales revenue

traded on Eurex®, the average price (sales reve-
nue divided by the number of contracts) amoun-
ted to €0.50 per contract, compared with bet-
ween €0.74 and €1.82 for its competitors in
Chicago and London. Eurex was also able to gene-
rate the highest profits, thus proving that low
prices and shareholder value are by no means

a contradiction (see chart).



Clearing, information products, settlement
and custodian services: Global reach

Eurex Clearing AG allows Deutsche Borse Group
to minimize the risks involved on the derivatives
market, and recently also on the cash market, for
securities and bond instruments on both exchange
and OTC markets across all time zones. With its
Information Services, Deutsche Borse focused its
data dissemination on Europe, but it achieves
worldwide distribution downstream via Reuters
and Bloomberg. Its data dissemination platform
CEF (Consolidated Exchange Feed) handles data
flows from other stock exchanges and trading
platforms as well. Clearstream, which is now whol-
ly owned by the Group, settles German securities
transactions which are processed on the Xetra®
platform, but also OTC securities transactions
Europe-wide. This means that no other settlement
organization is more active in the field of cross-
border securities trading in Europe than Deutsche
Borse Group. Clearstream is active internationally
in the settlement of OTC bond trading and in all
custodian services.

Stronger together

The range of areas it covers allows Deutsche
Borse to achieve Group-wide effects for the bene-
fit of its customers that other global exchange
and settlement organizations cannot match. This
means, for example, that the different product
areas covered and interrelations between these
products can be exploited: a cooperation with the
Finnish derivatives exchange allowed a substan-
tial proportion of the cash market liquidity of
Nokia shares to be transferred to the Xetra plat-
form. And with indices such as the Dow Jones
STOXXM the Eurex derivatives market became
the unbeatable market leader for European indices.

Since Deutsche Borse Group’s various services
can be accessed via a single network, market par-
ticipants can procure additional products and
services at low access costs. A London-based
Eurex participant, for example, can procure the
appropriate Xetra services. American market par-
ticipants, on the other hand, who are already
connected to Eurex and use it to trade European
interest-rate futures, can, should they wish, con-
nect easily to Eurex’s new US exchange, which
is to be built. By using interrelations between the
technologies used, Xetra and Eurex are able to
operate on other markets, too: Xetra serves as
the trading platform for Eurex Bonds, and while
the EEX® energy exchange is operated via Xetra,
Eurex enables trading in energy derivatives.



Economies of scale with highest priority

The efficiency factor of fixed employee costs is
almost unlimited. One example: around 70 em-
ployees manage 17 different markets on a daily

basis, regardless of how stable these markets are

at any given moment, in real-time dialogue with
hundreds of customers worldwide. The same is
true for the technologies used: Eurex Bonds and
Eurex Repo, the EEX energy exchange, the stock
exchanges in Helsinki, Dublin and Vienna con-
tribute to the economies of scale of Xetra and
Eurex (see chart). This means that the Xetra
and Eurex trading systems could settle the entire
European transaction volume. As such, Deutsche
Borse Group should be seen as a highly-efficient

Eurex
100%

75%

54%
44%

35%
30%

“transaction engine”: now that the relevant func-
tions have been consolidated under one roof and
under a single management, Deutsche Bdrse Group
can erect an almost unlimited number of new mar-
kets, target new regions and introduce products
and services without generating any significant
new fixed costs (see chart “Business Model” on

p. 14). With its agency agreement model, it can
ensure that new transactions incur lower fixed
costs than it is the case with competitors who
wish to enter the same sectors. Even though it has
improved efficiency, Deutsche Borse Group has
also created a considerable number of new jobs.
Thanks to its global sales success, higher produc-
tivity goes hand in hand with higher staff numbers.

Xetra
100%

70%

46%

30%

18%

1997 1998 1999 2000 2001 2002

Costs per contract

1998 1999 2000 2001 2002

Costs per trade



Numerous opportunities for growth

In its projects for organic growth, too, Deutsche
Borse relies on the positive effects of the areas
covered. One example of this is provided by the
outsourcing projects for intermediaries and insti-
tutional investors: the new settlement capabilities
resulting from the acquisition of Clearstream, and
the combined technical expertise of Deutsche
Borse Systems, Clearstream and entory make
Deutsche Borse Group a possible provider and,
as such, a point of contact for institutions who
wish to outsource. It is also using the infrastruc-
tures and competencies it has built up in capital
market transactions to acquire additional exchan-
ges and settlement organizations. The envisaged
transactions must allow significant “spill-over
effects” with the areas covered by the acquired
company, for example by providing additional
volume for an existing platform or by extending
the value chain by means of systems solutions
via entory AG for the rollout of infrastructures in
Europe. And with the Infobolsa cooperation with
the Madrid stock exchange, Deutsche Borse can
establish a new business in the German-speak-
ing countries before eventually internationalizing
further. Finally, it can use the establishment or
acquisition of derivatives exchanges in the USA
to enable its Information Products division to
expand its distribution network into an additional
timezone.

Keeping its distance from takeover euphoria

In spite of all of this, Deutsche Borse will not
be misled into paying inflated prices for acquisi-
tions. In its sector, more than in any other, the
“curse of victory” is a constant threat, because
the few acquisition opportunities which do exist
do not always create value: the “offering” of
acquisition opportunities is still very limited.
Most of the organizations are not sellable, and
even when they are, their shareholders are not
yet ready to sell. Certain combinations could,
after all, also give the regulators cause for con-
cern. And even when all of the conditions are
right, the targets are still partly too expensive
and the synergy effects to be expected do not
always compensate for the dilutive effects for
the shareholders. This means that the attainable
coverage effects must be sufficiently great to at
least compensate for the dilutive effects within a
few periods. This is why Deutsche Borse's acqui-
sition strategy is a long-term one, although it is
always in a position, both from a financial and
an organizational point of view, to bid for an
attractive object at short notice.
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Opportunities for cross-selling

Since the integration of Clearstream International,
Deutsche Borse has connections to more than
2,000 wholesale customers worldwide. No other
exchange and settlement organization can draw
upon a larger customer base. At the same time,
only around 5 percent of these customers use

all of the types of services offered by Deutsche
Borse Group (see chart). This results in an enor-
mous cross-selling potential which will be sys-
tematically exploited in the years to come: via
Xetra customers to Eurex services and vice versa,
from Clearstream Banking Frankfurt to Clearstream
Banking Luxemburg and vice versa, from trading
to post-trade business and vice versa.

Huge cross-selling potential:
Out of 2,050 customers” only 110 use
the entire service range

Number of customers

Xetra or Eurex

International Domestic
Clearstream Clearstream
business 1,390 60 business

= @@

' Customers with business relationships to several areas within
Deutsche Bérse Group are counted only once.

Orientation at straight-through processing

It therefore becomes clear that only a business
model based on vertical integration can use fixed
costs in the most efficient way possible and
exploit the vast range of areas covered for the
benefit of a larger, European capital market.
Deutsche Borse Group is committed to straight-
through processing (STP), the end-to-end process-
ing of an order: our analyses and the opinion of
market participants show that the existing cross-
process and cross-product STP efficiency in the
Group’s core function Customers/Markets corre-
sponds to best practice. In this environment,
Deutsche Borse Group is focusing on improving
its internal processes and reducing costs. The
STP initiatives aim to integrate the processes, the
collateral deposited and the risk position, and to
set standards for securities markets. These initia-
tives are based on an in-depth understanding of
the current and up-and-coming structures in the
sector, and the consequences on the Group and
its customers.



Functional business model reflected in
the management structure

What's unique about Deutsche Borse Group’s
business model is the “multiple use” of its fixed
costs, which it provides in the form of its exper-
tise and systems. Deutsche Borse sees itself as
a transactions engine, which operates beyond
geographical or political borders and uses the
resources it has to trade and settle everything
which can be traded and settled at the lowest
variable costs. In line with this functional pro-
cess model, its management has been organized
to focus systematically on the continuous im-
provement of the relevant processes.

Corporate Center Customers/Markets

® W. G. Seifert, CEO

B R. Ferscha A C. Lammersdorf

® M. Hlubek, CFO Trading & Information
Clearing Services
A A. Nawrath Services
Operations
A M. Reck A J. Rothig
Group Trading, Clearing,

Functionality Info Operations

Technology/Systems

® M. Kuhn, CIO
Central Support

A Y. Baguet
Delivery

B Member of the Executive Committee
A Managing Director

Transformation of complexity into energy -
a new management structure

With effect from 1 January 2003, Deutsche Borse
Group introduced a new management structure.
On the one hand, this structure takes account of
the growth of the Group and the demands which
come with it, including the further plans for inter-
nationalization and the readiness to break into
new businesses; on the other hand, it means that
the individual segments will be more closely inte-
grated in order to leverage synergy effects, to keep
the organizational structure as a whole lean, to
optimize decision-making processes and improve
cost controlling. At the level of the 15 managing
directors, the new structure is conceived in such
a way that tasks are allocated in a more function-
oriented manner. This move means that the Group
is parting with the organizational structure it has
had until now, which had been distinctly oriented
towards its legal entities.

H A. Roelants A F. Gerstenschlager

A V. Potthoff Technology Loading
Banking & Services
Custody Services

= M. Ganz, COO
Settlement/ Operating
Custody
Operations

A G. LeBmann A U. Kastner
Application Application Building
Development Development
Clearing & Settle- Trading and
ment, Custody Consulting
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Adjusted to the core functions:
Building, operating, loading

Deutsche Borse Group has developed a manage-
ment structure which reflects the three core func-
tions of its business model (that of a highly-effi-
cient transaction engine), namely the “building”
and “operating” of trading, clearing and settle-
ment systems and the “loading” of the systems
with transactions, in order to achieve economies
of scale and fully exploit its fixed costs. Since the
beginning of the year, the organization has been
divided into the core functions Customers/Markets
Operations and Technology/Systems (see chart
on p.27). This new structure also signals the
completion of the full integration of Clearstream
International into Deutsche Borse Group.

The core function “Customers/Markets” com-
bines the former Xetra and Eurex segments
with their accompanying clearing services in
Trading and Clearing Services. This is Deutsche
Borse’s way of reflecting the convergence of
the cash and derivatives markets to be recog-
nized on the participants’ side. Further orga-
nizational areas in Customers/Markets are
Banking/Custody, Information Services and
Technology Services (entory AG). Customers/
Markets incorporates all of the Group’s mar-
keting operations, allowing it to offer the best
possible, one-stop service to its customers.
The near-market components of product and
service development are also contained in
this core function, in order to allow the Group
to respond quickly and effectively to the exis-
ting and future needs of its customers.

The Chief Executive Officer (CEO) of Deutsche
Borse heads this management function per-

sonally, thus underlining the increased im-
portance of product development, marketing
and sales, as well as the management of the
various sales channels.

The core function “Operations” is split into
the three functional areas Settlement/Custody,
Trading/Clearing/Information and Group
Functionality. It is responsible for improving
the integration efficiency by means of straight-
through processing, further developing the
functionality of the Group’s systems and re-
ducing unit costs. Operations incorporates
all customer service functions for operative
day-to-day business, i.e. for the use and
operation of the trading and settlement
systems. Deutsche Borse Group hopes to
achieve maximum customer satisfaction by
means of its integrated customer services.
The core function “Technology/Systems” —
which, with more than half of all employees,
is the largest unit — deals with the centralized
further development and operation of all
trading, clearing and settlement systems
used by Deutsche Boérse Group.

Management network by committees

A team of 15 managing directors leads the Group
in a committee structure comprising Management
Committees, Group Committees and an Executive
Committee. In accordance with German law, the
Executive Committee corresponds to the Executive
Board. The Management Committees reflect the
three core functions: the CEO is chairman of the
Customers/Markets Committee, the Chief Operating
Officer (COO) heads the Operations Committee
and the Chief Information Officer (CIO) leads the
Technology/Systems Committee. In order to link



the three core functions at Group level, four Group
Committees were created.

The Product Development Committee makes
sure that the most promising new products
and services get the go-ahead for use
throughout the organization.

The Investment Committee is responsible
for ensuring that the use of the required
resources is in harmony with the company’s
growth and earnings targets.

The Risk Management and Compliance
Committee monitors the Group’s risk position
and its integrity in everyday processes.

The Compensation and Policy Committee
ensures that Deutsche Borse’s management
system is always up to date.

Close to the customer

These management committees, which, particu-
larly in the Customers/Markets Committee, focus
systematically on improving the benefits for the
customer, consult with the customer committees
which Deutsche Borse has established over the
past few months. The cash market committees
are divided, for example, into primary markets
and secondary markets. A diverse range of target
groups are represented on these committees, from
institutional investors and asset managers, through
brokers and fund managers, to private investors.
The Group wants to work more closely and more
efficiently with market participants. The Advisory
Committees advise the Group on the further ex-
pansion of the market and help it to drive forward
development in the stock market environment.

The experience and expertise of the members
will allow integrated solutions to be elaborated
along the value chain. Regular discussions in the
advisory committees allow the Group to make its
intentions (be it in relation to new products or
improvements to the Rules and Regulations)
transparent for its customers in a timely fashion.
This brings us back to the remarks in the first
part of this text, in which the organizational form
of the public utility companies was criticized: no-
one is more interested in responding systemati-
cally and quickly to the wishes of the customer
than an organization which has to, and wants to,
bring maximum benefit to shareholders.

Deutsche Borse Group believes that the reasons
set out above make its business model a compel-
ling one. The wonderful thing about the free mar-
ket economy is that every theoretical solution,
regardless of how elegant it may be, also has

to work in practice. Europe should allow compe-
tition between the stock exchanges, also with
respect to their organizational forms, instead

of limiting customer choice through dirigisme.
May the best ideas and organizational forms
win! Deutsche Borse Group is confident that its
organizational form as a listed stock corporation
works, and will continue to work, in practice,
and it will again this year offer better products
at similar or lower prices in the interests of its
customers and shareholders.
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m Shares outperform reference indices

= Deutsche Borse AG included in the DAX

= Earnings per share (EPS in accordance with DVFA/SG) amount to €2.18

= Dividend payment to shareholders up 22 percent

m Deutsche Borse receives excellent ratings from agencies

= Further growth in proportion of international and institutional investors

Deutsche Borse AG shares outperformed reference indices in 2002
Indexed to closing price on 28 December 2001

in percent
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Performance of Deutsche Borse share price in absolute figures is shown on the inside front cover.



The entrance hall at Neue Bérse:
access to the market for stocks,
bonds, futures and options.

The end of fiscal 2002 marks nearly two years since Deutsche Bérse AG's IPO
on 5 February 2001. In this short interval, the company has become firmly
established on the capital markets thanks to its diversified business model. After
performing well in the MDAX®, its shares have now been included in the DAX®
index. Coverage by analysts has also increased further: 28 analysts — including
representatives of almost all of the major investment banks — tracked Deutsche
Borse AG’s performance by issuing commentaries and reports in 2002. On the
one hand, this underscores the global interest in our company’s “transaction
service provider” business model; on the other, this broad share research has
been a key factor behind the changes in our shareholder structure: over 53
percent of Deutsche Bérse AG’s shares are now held by non-German — primarily
institutional — investors. International rating agencies confirm this confidence in
Deutsche Boérse’s business model: Moody’s rated the Group Aal, while Standard &
Poor’s gave us an AA+ rating.

In the second year after the IPO, Deutsche Bdérse  Share performance — and particularly the relative
AG’s shares continued strongly outperforming the development as compared with the market over-
market overall. Whereas the DAX and MDAX lost  all — is an indicator of the future growth that the
2,267 points (44 percent) and 1,301 points (30 capital markets expect of companies. The relative
percent) respectively during the same period, and price performance of Deutsche Borse's shares
the Dow Jones STOXX*™ 600 Technology declined demonstrates that the capital markets anticipate
by 291 points (57 percent), Deutsche Borse's greater growth potential for Deutsche Borse than
share price amounted to €38.16 at 31 December  for most other German blue chips.

2002, a year-on-year decrease of 12 percent.

The highest price for the year amounted to €51.50

on 12 March, the lowest to €32.40 on 1 October

(Xetra® closing prices).



Excellent access to capital markets
simplifies financing

Deutsche Borse utilized the financial buffer gen-
erated by its IPO to expand the company by
acquiring Clearstream International, the securities
settlement and custody company, in which it
previously held half of the shares. This acquisi-
tion strengthens Deutsche Borse’s position as

a fully integrated transaction service provider

and represents another logical step toward further
diversifying the company’s sources of sales
revenue.

Capital increase oversubscribed three times

The value of the broad ownership structure and
the confidence that institutional investors place
in Deutsche Borse’s shares were evident in June
2002, when Deutsche Bdrse placed just over nine
million new shares from a capital increase on the
capital markets in order to finance the acquisi-
tion of Clearstream International. This placement
met with a great deal of interest among institu-
tional investors despite the difficult market environ-
ment: within a matter of hours, all shares had
been placed. The offering was oversubscribed
three times.

Financial flexibility maintained

The capital increase enabled Deutsche Borse

to maintain its high level of financial flexibility.
Thanks to the proceeds from the placement of
the new shares of almost €400 million, the need
for outside capital was low. After the acquisition
of Clearstream International, the Group’s net debt
amounts to less than €250 million. The excellent
ratings and the high level of institutional investor
demand for Deutsche Borse’s shares will enable
the company to continue to utilize the capital
markets for raising equity and outside capital to
finance value-building acquisitions.

Analyst coverage (December 2002)

B Crédit Agricole
Indosuez/Cheuvreux

Sal. Oppenheim

B Bankgesellschaft B Goldman Sachs
Berlin ® Hauck & Aufhauser
B Bayerische ® HSBC Trinkaus
Landesbank B HypoVereinshank
m Bear Stearns ® NG BHF-Bank
B Berenberg Bank B P Morgan
® BNP Paribas B Julius Bar
® Cazenove B | ehman Brothers
B Commerzbank B Merrill Lynch
Securities ®m M.M. Warburg
B Concord Effekten B Morgan Stanley
]
]

Schroder Salomon

Deutsche Bank Smith Barney

Dresdner Klein- m SEB
wort Wasserstein UBS Warburg
B DZ Bank B WestlLB




Inclusion in the DAX thanks to
diversified business model

With effect from 23 December 2002, Deutsche
Borse AG was admitted to the DAX. The key
factors in the decision were market capitalization
and exchange volume, as with any other admis-
sion to or exclusion from the index.

Sales revenue by segment
in percent

2001 Xetra 32
Eurex 35
Information Products 152
Systems” 18

1 Sales revenue Deutsche Borse Systems and Xlaunch
2 Sales revenue IT Division incl. Deutsche Borse Systems, entory and Xlaunch
3 Clearstream pro forma for 2002 as a whole

This acceptance into the DAX only 22 months
after initial listing underscores Deutsche Borse’s
dynamism and successful strategy. Deutsche

Borse’s value-added business model enables it to
grow faster than its competitors — a factor that is
rewarded by the capital markets. As at 31 Decem-
ber 2002, the market capitalization of Deutsche
Borse AG was €4.3 billion, making the company
one of the twenty largest included in the DAX.

2002 Xetra
Eurex

Information Products
Information Technology?

Clearstream®
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Earnings per share reflect positive
company performance

Beyond its highly traditional name, Deutsche
Borse (which means “German Stock Exchange”)
is much more than just a marketplace organizer
for trading in German equities: the company is
a transaction service provider that opens up the
global capital markets to companies and investors
with state-of-the-art technology. Deutsche Borse
is more diversified than its competitors, offering
a range of products and services that span the
entire customer process chain from front to back
office.

The positive performance of this diversified busi-
ness model is reflected in the earnings of Deutsche
Borse Group. The Group grew substantially,

with sales revenue up 15 percent (from €760.3
billion in 2001 to €1,106.5 bhillion in 2002) and
EBIT up 26 percent (from €278.1 billion in 2001
to €351.2 billion in 2002). In 2002, earnings
per share (EPS in accordance with DVFA/SG)
amounted to €2.18, an increase of 7 percent.

Earnings per share

2002 2001

Number of
Deutsche Borse AG

shares as at 31 Dec. 111,802,880 102,760,000
Average number

of shares 107,615,903 99,763,014
Earnings per share

in accordance with

DVFA/SG (€) 2.18 2.04
Distribution to

shareholders (€m) 49.2" 37.0
Distribution per share (€) 0.44" 0.36

b Proposal for 2002

Development of Deutsche Borse’s sales revenue
and profit in the last 10 years

Profit before tax
from ordinary activities

€m
19937 231.2 49.4
1994 » 2458 28.3
19957 268.1 26.8
19967 296.4 46.6
1997 340.4 84.4
1998 455.1 123.3
19992 599.0 131.5
20002¥ 648.9 218.9
20012 760.3 319.2
20022 1,106.5 374.4

! Consolidated financial statements in accordance with the HGB

2 Deutsche Borse Clearing AG was fully consolidated until 1999. The 50 percent
interest in Clearstream International S.A. was carried at equity following the
merger of Deutsche Borse Clearing AG with the operations of Cedel Internatio-
nal S.A. to form Clearstream International S.A. Following the acquisition of
Cedel International S.A., Clearstream International S.A. has been fully consoli-
dated since 1 July 2002.

# Sales revenue for fiscal 2000 restated to exclude net licence fees collected on
behalf of the regional exchanges.

The continuity in the company’s dividend policy
reflects the anticipated further growth of the Group.
Deutsche Borse intends to increase its dividend
per share by 22 percent year-on-year. A total of
€49.2 million will be distributed to shareholders
(€0.44 per share). The yield per share, which
includes the share price performance and divi-
dends, therefore amounted to —10.7 percent.



Proportion of international
investors rises

The change in the shareholder structure also in-
dicates the value placed on Deutsche Borse’s
business model by the capital markets. In 2002,
the proportion of shareholders from other countries
increased significantly and now totals over 50 per-
cent. At the same time, the number of financial
investors, who are focusing on sustained value
growth, has grown as compared with the number
of strategic investors. This is a positive sign

for Deutsche Borse Group: the company’s market-
oriented approach strengthens its efforts to in-
crease shareholder value.

Paramount goal of Deutsche Bdrse AG is and will
remain the continuous improvement of the benefits
to be gained by the clients. Accompanying this is
the company’s aim to upgrade its own value along
the entire process chain. Deutsche Bérse AG
anticipates continued growth again in 2003.
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Institutional investors hold
majority of shares

Shareholder structure

100%

Before the IPO

2% 2% Private investors
o /o

47%

Institutional
investors

51%

Strategic investors
(pre-IPO shareholders)

End of 2001 End of 2002

International investors more
strongly represented
Geographical distribution

Other countries

Z%ﬁ Z%ﬁ

 E——
100% 6% 6% Europe
12% 22%
12% g USA
68% UK
Germany

End of 2002

Before the IPO End of 2001
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= Number of staff increases almost threefold due to acquisitions of
Clearstream International and entory

m Highly qualified international team

m Attractive salaries and first-rate social benefits

m Conscious promotion and development of qualified employees

= Management recruited from own ranks

Deutsche Borse Group employees

Division 2002 2001
Number of employees as at 31 Dec. 3,318 1,123
Xetra 179 194
Eurex 142 116
Information Products 161 84
Information Technology 1,448 -
thereof: Deutsche Borse Systems 533 536
Clearstream TEC 571 n.a.

entory 336 388

Xlaunch 8 8

Corporate Services 449 185
Clearstream 939 n.a.
Sales revenue per employee? (€ thousands) 481 748
Average age 35.9 36.4
Percentage of university-educated employees 68.0 64.4

» Based on the average of full-time equivalent (FTE) employees



After the acquisition of the IT service provider entory and the clearing organiza-
tion Clearstream International in fiscal 2002, the number of staff employed by
Deutsche Borse Group increased almost threefold. For the company, this means
a substantial increase in highly qualified employees and therefore even better con-
ditions for its business success. Depending on their position in the value chain at
Deutsche Bodrse, employees have special skills due to their training as economists,
lawyers, computer scientists, or physicists, for example. They are highly analyti-
cal and result-oriented, and possess the social competence to take responsibility
early on. Deutsche Bdrse Group offers employees very attractive salaries and
above-average social benefits, while training staff via special courses as well as
directly on the job. In 2002, the Group became even more international, opening
up a whole new range of career development opportunities for employees.

2002 was dominated by volatile capital markets
and a weak labor market. This was the backdrop
against which Deutsche Borse successfully inte-

Silverstroke AG. The employee turnover rate
amounted to 8.7 percent. Deutsche Borse
employs a young, especially well-educated

grated the employees of two newly acquired
companies into the Group. After the acquisition
of the IT service provider entory and the clearing
company Clearstream International, Deutsche
Borse Group employed 3,318 permanent staff as
at 31 December 2002 — almost three times as
many as the year before (see table on opposite).
1,738 of these employees were employed by
Clearstream International, and 336 by entory,
including its subsidiaries Finnovation GmbH and

and international team. The average employee
age is 36 years, while 68 percent of the staff
are university-educated. At present, staff are
employed at 17 sites in 11 countries. As at
31 December 2002, the company employed
3,126 staff from the EU (Germany: 1,783,
France: 360, UK: 225, Luxembourg: 175,
other EU countries: 583) and 192 employees
from other European countries and overseas.

If you want to retain bright people,
you have to offer them (growth)
prospects.
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Deutsche Borse Group offices
and number of employees
as at 31 December 2002

Office Number of
employees

Germany Frankfurt?-2.9.4 1,593
Berlin? 1
Ettlingen® 232
Hamburg® 8
Cologne® 2
Munich® 17
Europe Luxembourg? 1,190
Lisbon® 6
London®-? 98
Madrid® 68
Paris®:? 13
Zurich® 16
America Chicago"? 36
New York? 11
Sao Paulo? 5
Asia Dubai? 3
Hong Kong? 19
Total 3,318

Y Deutsche Bérse and Deutsche Borse Systems
2 Clearstream

# Eurex

“ entory

* Infobolsa

Recruitment

Deutsche Borse is among the most attractive
employers in Germany. This has been confirmed
by various studies and surveys conducted among
staff members and university graduates. The
majority of Deutsche Borse’s employees are
recruited via the Internet. Both applicants and
employees value the company’s excellent training
and development opportunities, job security, and
market success. Deutsche Borse Group’s corporate
culture and image as an employer are a solid foun-
dation for the recruitment, development and long-
term commitment of employees to the company.

Training and development

The training options for employees of Deutsche
Borse Group were also influenced by the need
to integrate Clearstream International and entory
in 2002. Employees participated in more than
270 different seminars on topics such as soft-
ware applications, foreign languages, interper-
sonal skills, and specific stock exchange issues
at Deutsche Borse, entory and Clearstream Inter-
national. Starting in 2003 the internal training
program will also be accessible via the electronic
staff-training portal.

Deutsche Borse regularly proves that commitment
within and to the company is worth it: nearly
80 percent of management is recruited from the
company’s ranks as a result of the conscious
promotion of employees who stand out due to
their extraordinary skills, creativity, and high
level of commitment.

Deutsche Borse Group favors flexible structures,
flat hierarchies, and short decision-making chains.
Highly qualified beginners and experienced experts
work together in project teams to encourage know-
ledge transfer and accountability.



Performance and remuneration

Deutsche Borse offers highly attractive salaries
and above-average social benefits. An integrated
human resources system will be implemented in
the coming year to make employee development
and remuneration even more transparent. Skills
and performance are the key criteria here.

Deutsche Borse Group will introduce an employ-

ee stock program in 2003 to link remuneration

more directly to individual performance and the

success of the company.

The Infobolsa team:
Financial information for professionals

Within less than six months after the acquisition, the

ten-member project team succeeded in positioning

Infobolsa Deutschland GmbH as a supplier of up-to-

date capital and money market data. The new com-

pany is a subsidiary of Infobolsa S.A., a joint venture

between Deutsche Borse AG and Bolsa de Madrid;

within the past ten years, this company has developed

into the leading supplier of financial information in
Spain and Portugal (see p. 70).

Eight team members — three from Infobolsa S.A.
and five from the Information Products and Infor-
mation Technology divisions of Deutsche Bdrse —
first examined the technical conditions for the Ger-
man-Spanish partnership and analysed the require-

ments of the German market. The team then designed

the prototype for a financial information system,
which was ready for the first pilot implementation

at a customer’s company after only six months.

Michael Rode (31) is responsible for product devel-
opment within the Infobolsa project. “The team
worked hard to achieve this success, both in Frank-
furt and for several longer periods in Madrid”,
Michael Rode says. Infobolsa was his first inter-
national project of this dimension. And he was
thrilled by the challenge: “Which other company
gives you the opportunity to build something
completely new with a highly motivated team
while allowing you maximum freedom to do so”?

Thomas Book (31) and his team took care of

all the financial and legal issues surrounding the
establishment of Infobolsa. “It was great fun to
steer this team with colleagues from various cultures
toward a common goal”, concludes Book. What
fascinates him about the Infobolsa project are its
prospects: “The formation of Infobolsa Deutschland
GmbH is the first step toward building a major
European information supplier. The market should
watch out for us”!










m Sales revenue of Xetra segment down by 13 percent to €210.8 million

= EBIT down to €17.4 million (minus 55 percent)

= Number of transactions on Xetra increased by 21 percent,
market share further enhanced

= New segmentation of equity market increases transparency and legal certainty

m Greater efficiency for market participants thanks to central counterparty

= Position as one of the leading index funds trading platforms asserted

= Launch of Xetra BEST: price guarantee and immediate order execution

Xetra increases number of transactions and enhances market share
Market share
in percent
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For centuries, traders met on the
floor. Now the exchange is
anywhere where there’s a screen.

The slump on the equity markets continued in 2002. However, Deutsche Borse’s
Xetra Division was able to maintain its position in this difficult environment.

At the same time, it set standards and created structures that offer the potential
to increase its value when the markets pick up. These include establishing

a new structure for the German equity market, which has already been the
European leader in terms of transparency and investor protection. Other innova-

tions —such as the expansion of the equity market infrastructure to include an

equity central counterparty or the improved conditions for executing customer
orders on Xetra® (Xetra BEST") —prepare the ground for future growth. Xetra is
also synonymous with the systematic automation and internationalization of
securities trading. The trading system bundles liquidity in a network spanning
16 countries. It operates independently of the trader’s location, substantially low-
ers transaction costs and provides deep insight into the order book by document-
ing the bids and asks for every security that can be traded. This ensures trans-
parency and fairness for all market players.

2002 again saw sharp setbacks in equity prices
around the world. International benchmark
indices hit all-time lows, and the DAX® was dis-
proportionately affected (see chart on p.48). The
reasons for this include a global economic slow-
down spanning all sectors and the extreme restraint
being shown by private investors. Correspondingly,
the market was unreceptive to new issues in 2002.
With only four IPOs on the FWB® Frankfurter
Wertpapierborse (the Frankfurt Stock Exchange),
issuing business remained muted. Despite the
adverse market environment, the Xetra Division
expanded its position in fiscal 2002.

The total number of transactions on Xetra rose to
60.0 million in 2002 (as against around 49.7
million in the previous year) — a year-on-year
increase of 21 percent. However, sales revenue
failed to match the previous year’s figures; in
total, it amounted to €210.8 million (as against
€243.1 million in 2001) which corresponds to
a decrease of 13 percent. This is because part of
the Xetra fees are measured in terms of the value
of traded shares, which has fallen in 2002. None-
theless, prices for trading in Xetra have remained
constant.
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DAX underperformed other blue-chip indices

Performance of international benchmark indices in 2002
in percent
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In 2002, the Xetra Division continued to invest
in laying the foundations for future growth. Xetra
developed the central counterparty for securities
trading and founded the subsidiary Deutsche
Borse Computershare in October 2002 to tap the
German market for services geared to the issuers
of registered shares.

The division partially offset falling sales revenue
through savings in external and operating costs,
and by reintegrating Newex®, the market segment
for Central and East European securities. In 2002,
operating and network costs in the Xetra Division
amounted to €42.5 million, as against €47.3
million in the previous year. Earnings before inter-
est and taxes (EBIT) declined by 55 percent to
€17.4 million — particularly as a result of invest-
ments in the central counterparty (€15.8 million).
All in all, the Xetra Division contributed 5 percent
to Deutsche Boérse Group’s total earnings.

DAX

German capital market pioneers
investor protection and transparency
in Europe

Over recent years, the German capital market
has experienced dynamic development at a regu-
latory level; in many cases, Deutsche Borse AG
was the agent of this change. In fiscal 2002, it
focused in particular on investor protection and
the modernization of stock exchange law.

Following the introduction of the “Viertes Finanz-
marktforderungsgesetz” (Fourth German Financial
Market Promotion Act), Deutsche Borse restruc-
tured the equity market. The new structure, which
is both clearer and more consistent, became
effective on 1 January 2003, and replaces the
previous mix of multiple markets, segments and
sector divisions. Deutsche Borse can now meet
the requirements of issuers and investors with
even greater precision.



At the heart of this reform are two clearly differ-
entiated admission standards: the Prime
Standard and the General Standard.

In the Prime Standard, issuers must meet
transparency requirements that comply with
the information requirements of international
investors. A listing in the Prime Standard is
a precondition for admission to a Deutsche
Borse selection index.

The General Standard is based on legislative
requirements and acts as the entry segment
to the German capital market. Its regulations
are compulsory for all issuers.

One market —two standards

As of second quarter 2003, issuers can choose
between admission to the Prime or the General
Standard. The two standards each have different
transparency requirements that companies must
subsequently meet.

Prime Standard
Additional transparency through
B quarterly reports
B international accounting
(IFRS/IAS or US GAAP)
B financial calendar
B at |east one analysts’ conference per year

B ad hoc disclosures in German and English

General Standard

Statutory requirements, such as annual and half-
yearly reports and ad hoc disclosures in accor-
dance with German law

Transparency and attractiveness on the one hand,
and legal certainty and integrity on the other are
preconditions for high-quality, efficient capital
markets. The new structure will make the German
equity market even more attractive for national
and international investors, while the greater
legal certainty will boost investor confidence.

New indices offer greater clarity

Parallel to the restructuring of the equity market,
Deutsche Bdrse has introduced an index system
that is oriented to different investment strategies.
The DAX still represents the 30 largest German
securities (blue chips). Below the DAX, a distinc-
tion is made between traditional and technology
sectors. Deutsche Borse’s index for the traditional
sectors is the MDAX®, which will be reduced
from 70 to 50 securities (mid caps). Technology
companies will be listed in the TecDAX®, the

new technology index, which will represent the
30 largest technology securities. The SDAX®
comprises 50 securities and comes directly
below the MDAX as a selection index for smaller
companies (small caps). The CDAX® (Composite
DAX) continues to comprise all German securities
in the Prime and General Standards across all
sectors and segments.

A company may only be admitted to one of

the selection indices — DAX, MDAX, SDAX and
TecDAX — if it meets the additional transparency
requirements of the Prime Standard and is con-
tinuously traded on Xetra. The three selection
indices below the DAX are also open to foreign
companies whose home market is Germany.
The NEMAX® 50 Neuer Markt Index will be
calculated until the end of 2004, in order to
ensure the continuity of the financial products
based on it.



Deutsche Bérse selection indices

TecDAX

GENERAL STANDARD

Neuer Markt: Role model
for transparency and liquidity

As of the end of 2003, Deutsche Borse will dis-
continue Neuer Markt as an independent segment;
instead it will be fully integrated into the Prime
Standard. Companies can choose the new segment
as their IPO platform. All securities still listed on
Neuer Markt and in SMAX® may be traded without
restriction, regardless of the restructuring of the
equity market.

With the resegmentation of the equity market
and the introduction of a clearer set of indices,
Deutsche Borse drove forward key restructuring
processes in fiscal 2002. In future, it will exchange
its role as innovator for that of a moderator, help-
ing to coordinate the sometimes divergent inter-
ests of market participants and legislators.

Close coordination with customers

Products and services have to meet the require-
ments of different customer groups. Deutsche
Borse coordinates the central themes with its
customers in equally-represented committees.

In the Primary Markets Advisory Committee, for
example, employees of Deutsche Bdrse discuss
together with representatives of issuers, invest-
ment banks and investors the future structure

of the primary market. The Investors Advisory
Committee, which is made up of representatives
of leading institutional investors, advises Deutsche
Borse on the expansion of its spectrum of products
and services tailored specially to investor needs
(see also p. 96ff.).

Central counterparty: Fewer risks and
greater efficiency for market participants

Since 1998, there has been a Eurex central
counterparty for derivatives; in Q1/2003, Deutsche
Borse will also introduce the central counterparty
(CCP) for the Frankfurt Stock Exchange's cash
market.

How does the central counterparty work? When

a securities transaction takes place, Eurex
Clearing AG acts as a counterparty for both the
buyer and the seller, who thus conclude the
transaction anonymously with the central coun-
terparty, rather than each other. This anonymity
simplifies complex trading strategies involving
equity market, derivatives market and index
products. Then, the central counterparty assumes
the default risk and offsets the participant’s pur-
chases against its sales (netting). Only the result-
ing balance is invoiced in line with the principle
of “delivery against payment”. To allow the CCP
to perform this function, cash market participants
deposit collateral with it in the form of cash,
securities, or book-entry securities.



With the CCP, Deutsche Borse is investing in the
sustained improvement of the securities trading
infrastructure: it is extending the two-link process-
ing chain of trading and settlement to include a
clearing component. The central counterparty is
Deutsche Bdrse's answer to the growing demands
for standardization, risk management and effi-
ciency in the securities business.

The CCP product range is initially limited to Ger-
man collective custody shares tradable on Xetra.
The first release of the central counterparty pro-
vides the foundation for a fully integrated clear-
ing house that will consolidate Deutsche Borse’s
position as a one-stop provider of securities ser-
vices. With future releases, Deutsche Boérse plans
to extend the product offering to include foreign
shares, exchange-traded funds and OTC business
(off-exchange trading), for example.

Xetra price model: Individual use
of different services

Parallel to realizing the Equity CCP, the Xetra
Division will launch a new price model on

1 April 2003. In future, trading, clearing and
settlement are to be invoiced separately.
Compared with the previous all-in price for trad-
ing and settlement, the new system will make it
easier for customers to individually use the var-
jous services of Deutsche Bdrse and make price
comparisons with competitors.

Under the old pricing model, prices in Xetra trad-
ing were already linked to the volume of an
order, with a floor and a ceiling for each individ-
ual order. This principle will be retained in the
new Xetra pricing model, but a change in the
applicable limits will see small orders become
cheaper and large orders more expensive. Even
with this new pricing regime, Xetra will be the
price leader among the European exchanges.

The CCP model:
Anonymous trading at lower risk

Frankfurt Stock

Trading Exchange

Trade (Xetra, Floor) Trade
confirmation confirmation
Contract note Contract note

Market )

partici- Trading data

pant A
Disposition Disposition

-—
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(CcP)
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confirmations,
risk data

Settlement
confirmations,
risk data
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non-income events

Settlement instructions,
information
on pending trades

Clearstream Banking

Trading

Market
partici-
pant B

Settlement

Frankfurt

Settlement
confirmation

Settlement
confirmation

Xetra BEST: Price guarantee for private
investors thanks to best execution of
customer orders

Xetra Best Execution — or Xetra BEST for short —
is a new service with which Deutsche Borse has
reinforced the competitive position of its Xetra
platform. Xetra BEST highlights Deutsche Borse’s
skill in reacting to market requirements quickly
and flexibly and in promoting the concentration
of liquidity on a single trading platform.

Since 2 September 2002, the Xetra Division has
been offering banks and securities trading houses
an additional alternative for order execution: they
can either execute orders on Xetra or use Xetra
BEST internally to net them against their portfolio.
However, a precondition is that they calculate a
better price for their customers than the current
Xetra price. Private investors have the advantage
of a price guarantee, and Xetra BEST also ensures
immediate execution of their orders.
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Trading participants on Xetra as at 31 December 2002

Oslo 2 Helsinki 2
Dublin 5
Stockholm 3
London 48
Amsterdam 23
Brussels 5
Luxembourg 3 . Frankfurt 198
Paris 16
Zurich 14 Vienna 23
Madrid 6 Hong Kong 1
Milan 7
Athens 3
. Host

Access point

Participant

Deutsche Bérse Computershare:
Professional issuer services

Deutsche Borse Computershare GmbH is a
joint venture between Deutsche Borse AG

and the Australian company Computershare Ltd.

The company’s core services are share register
management, general meeting services and
Internet voting.

In choosing Computershare Ltd., Deutsche Borse
partnered with the most efficient provider of
issuer services in the business. Computershare,
founded in 1979, manages data for around

68 million shareholders worldwide and provides
services to listed companies, investors, stock
exchanges and financial services providers.

Deutsche Borse Computershare, based in
Frankfurt/Main, was formed in the autumn
of 2002, and is currently managing data of
around six million registered shareholders.



XTF Exchange Traded Funds:
Sales revenue growth with innovative
products

Two years ago, Deutsche Borse introduced a seg-
ment for exchange-traded funds (ETFs) under
the XTF® brand. In 2002, XTF was the most suc-
cessful segment in terms of order book volumes
on the Frankfurt Stock Exchange after the DAX,
and one of the strongest ETF markets in Europe
in terms of sales revenue (almost 45 percent).
Deutsche Borse offers investors major advantages
as against the competition: the largest network of
participants in the world, a link between the cash
and derivatives markets based on a standardized
technological infrastructure and the lowest trans-
action costs.

In addition to the ETFs themselves, the shares
the funds are based on are also traded on Xetra.
Parallel to this, the Eurex derivatives exchange
offers derivatives of the ETF base indices, and
became the world’s first exchange to offer trading
in ETF options and futures on 18 November
(see also p. 62).

In 2002, the funds generating the greatest sales
revenue were the DAX™ at €13.65 billion and
the Dow Jones Euro STOXX 50 at €9.04 billion.
These two products alone accounted for 32 per-
cent of the European market for ETF trading.
Currently, 65 index funds and 23 actively man-
aged funds are listed on Deutsche Borse's XTF
segment. In offering the pan-European sales
platform XTF, Deutsche Bdrse provides the invest-
ment funds with access to further markets and
customer groups.

Xetra expands into new markets

In 2001, Deutsche Borse began admitting inter-
national shares to Xetra trading under the name
“Xetra Global Markets” in order to further increase
its market share. Under this one-stop-shopping
concept, investors can trade in foreign blue chips
with a high degree of liquidity and at low cost on
Xetra, implement complex trading strategies with
international stock options on Eurex and settle all
their orders at domestic rates through Clearstream.

Xetra Global Markets currently comprise Xetra
US Stars® and Xetra European Stars® — i. e. the
Dow Jones Industrial Average, Dow Jones Global
Titans 50, S&P 100 and Nasdag 100 securities,
as well as the Dow Jones Euro STOXX 50°"'s
Dutch, French, Belgian and Finnish securities.
Today, the entire Euro STOXX 50 on Xetra has
already achieved a level of liquidity similar to
that of the MDAX.
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m Eurex increases sales revenue by 23 percent to €331.6 million

= EBIT grows to €158.3 million (plus 60 percent)

= Leading position as derivatives exchange in the world

= World market leader for capital market products and stock options
= [ndex products record largest increases (plus 60 percent)

= Eurex drives forward development of global network and taps US growth market

Eurex increases lead over competitors

Annual transaction volume
in million contracts

_ﬂl

Eurex 674

697

i 1)
Euronext. Liffe 614

558

2)
CME 412

344

3)

CBOT 2eo
268
CBOE®
307

|| 2002

2001

1 Joint venture of the derivatives exchanges in Paris, London, Brussels, and
Amsterdam. The volume of the index contracts traded on Euronext in Paris is
considerably smaller than that of the other exchanges.

2 Chicago Mercantile Exchange

3 Chicago Board of Trade

4 Chicago Board Options Exchange



People have always been fascinated
by the future. Futures and options
make it more calculable.

The Eurex derivatives exchange is the world market leader for trading and clear-
ing futures and options. Its global distribution network for derivatives market
products with 424 participants in 18 countries and over 10,000 trading screens,
the integration of trading and clearing and an attractive product portfolio make
the Eurex Division the largest growth driver in Deutsche Borse’s business model.
The Xetra and Eurex divisions are closely tied to one another. The cash markets
supply the underlyings for products on derivatives markets in the form of shares
and bonds. In 2002, the volatility of the equity markets boosted demand for deriv-
atives. It also further reinforced the trend towards risk management optimization
and neutral clearing platforms, which also help to reduce credit risk. In fiscal
2002, Eurex launched Europe’s fastest-growing derivatives market products by
introducing sector indices; it attracted new customer groups and expanded its
cooperation with off-exchange markets.

The Eurex derivatives exchange, a joint venture October 2002 was the most successful month
between Deutsche Borse and SWX Swiss Exchange, in Eurex’s history to date: it achieved a new
impressively confirmed its leading position for volume record with 86.5 million contracts, an
trading and clearing financial derivatives in fiscal increase of 36 percent year-on-year (October
2002: after increasing the volume of contracts 2001: 63.7 million contracts).

traded by almost 50 percent in 2001, Eurex went
on to improve this figure by a further 19 percent
in 2002. 801.2 million contracts were traded.
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Global distribution network:

424 Eurex participants with more than 10,000 trading screens in 18 countries

as at 31 December 2002

Ireland 6 o

UK71 @

@ Finland 12

Sweden 4
b d

Denmark 2

Netherlands 29 . N

.\\ USA 63 Belgium 4 o
' ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, rmany 125
France 30 @ ' Austria 5
Spain 15 fof:“"/ " Switzerland 39 \\\
Portugal 1 & ltaly 11 ©
Gibraltar 2 o Greece 4 ® Australia 1 °®
. Host

@ Access point

© Participant

Eurex’s core business is trading in capital market

products: it is the world market leader in this field.

In 2002, it achieved a European market share of
more than 90 percent and a world market share
of around 60 percent, with a trading volume

of 446.6 million contracts. The most frequently
traded product was the Euro Bund Future, which
accounted for around 24 percent of trading
volume or 191.2 million contracts (a year-on-year
increase of 7 percent). This has been the world’s
most actively traded contract since January 1999.

Trading in the Euro Bobl Future amounted

to 114.6 million contracts in the past year,
corresponding to a 15-percent increase; Euro
Schatz Future contracts rose by 17 percent

to 108.7 million.

Even stronger trading volume growth was record-
ed for equity- and index-based derivatives. In
fiscal 2002, Eurex posted a trading volume of
354.0 million contracts for these products —

34 percent more than in the previous year. The
largest share (210.7 million contracts) related to
the equity index derivatives segment. On average,
Eurex generated a trading volume increase of

60 percent with these products, which include



futures and options on the DAX®, Dow Jones
Euro STOXX 50 and NEMAX® 50, among others.
The stock options segment recorded 8 percent
more contracts as against 2001, for a total of
143.3 million. In fiscal 2002, Eurex became the
largest stock options exchange in the world, based
on the value of the underlying shares, overtaking
the Chicago Board Options Exchange (CBOE), the
previous world leader.

What makes Eurex’s product portfolio particularly
interesting is its diversity, which has continued
to improve with rising volume. Despite Eurex’s
double-digit growth rates, Euro Bund Futures are
now only responsible for around 24 percent of
total volume (2000: 33 percent), while the pro-
portion accounted for by the equity index segment
rose from around 16 percent in 2001 to over

26 percent in 2002. This broader diversification
makes Eurex trading products more attractive

for investors.

Rising trading volume in capital market,
equity and index products

in million contracts

The Eurex product range

B (Capital market products, e. g. Euro Bund,
Euro Bobl, Euro Schatz

B Fquity index products, e. g. futures and options
on the DAX, NEMAX, Dow Jones Euro STOXX
and exchange traded funds (ETFs)

B Fquity products, e. g. German, Swiss and
international equity options

B Money market products, e.g. Euribor Futures,
Euribor Futures options

Eurex generated sales revenue totaling €331.6
million in fiscal 2002 with these trading
volumes, a 23-percent increase year-on-year.
80 percent of the German-Swiss joint venture’s
earnings are included in the income statement
of Deutsche Borse AG as earnings contributed
by the Eurex Division.

Growth 2000-2002

900 Capital market products
32 Other capital market products
750 191 +3%
Euro Bund Future
8G9 + 26 %
600 178
Euro Bobl Future
+ 83%
450
31 109 Euro Schatz Future
151 + 154 %
93 211
300
Equity index products
132 + 178%
150 -
e 133 143 )
89 Stock options
+ 61%
0

2000 2001 2002
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Costs went down by 2 percent and stood at

€247.0 million in 2002 (2001: €252.6 million).

The Eurex Division’s earnings before interest and
taxes (EBIT) for 2002 were up roughly 60 percent
on the previous year’s figure at €158.3 million.
At 45 percent, they are the largest contributor to
Group EBIT. In 2002, Eurex was again the most
successful and fastest-growing segment of
Deutsche Borse Group.

Eurex Bonds and Eurex Repo: New
trading platforms for new customers

On 22 May 2002, Bundesrepublik Deutschland
Finanzagentur GmbH (the German Finance
Agency, which is the German government’s cen-
tral service provider for credit financing issues)
started trading on the Eurex Bonds and Eurex
Repo platforms. The Agency’s involvement
emphasizes the growing significance of fully
electronic bond and repo trading. The German
Finance Agency brings the number of partici-
pants on Eurex Bonds to 23 banks and trading
houses and the total number of Eurex Repo
participants to 21.

Repo transactions allow low-cost, low-risk
management of short-term liquidity. A repurchase
agreement (repo) entails the sale of securities
with a simultaneous agreement to buy back
securities of the same kind at a later date.

1 2

Bank A Bank B

quotes

accepts

Eurex Repo GmbH

Confirmation Confirmation

3

Trading data Confirmation

Eurex Clearing AG
(ccp)r

7
Collateral

7
Collateral

Settlement
information

Clearstream Banking

Margin deposit/Security deposit

Margin deposit/Security deposit

' Contractual relationships exist between bank A and Eurex Clearing AG (CCP)
as well as between bank B and Eurex Clearing AG (CCP).



Eurex Bonds

is the fully electronic platform for OTC bond trad-
ing and is operated by Eurex and major bond trad-
ing houses. In addition to German government
bonds, Eurex Bonds offers issues by the Kredit-
anstalt fur Wiederaufbau (KfW — German Devel-
opment Bank), the European Investment Bank and
individual German states, as well as Jumbo-Pfand-

brief (mortgage bond) issues.

Eurex Repo

is the European marketplace for repo trading (sale
and repurchase agreements) in German bonds and
Jumbo mortgage bond issues as general collateral
for secured fund-raising and special repos for
lending specific securities with terms from one to
365 days. In November 2002, the outstanding
volume on Eurex Repo totaled nearly €10 billion.

Equity index derivatives: International
products for internationally oriented
investors

From an investment strategy viewpoint, European
products will continue to grow in significance as
economic integration in Europe increases. While
only 10 percent of the equity index contracts
traded on European exchanges were European
at the beginning of 2001, Eurex’s Dow Jones
Euro STOXX® contract has now achieved a mar-
ket share of more than one third of all European

equity index contracts. Together with DAX, Dow
Jones STOXX and SMI index contracts, Eurex has
a European market share of almost 60 percent,
based on the value of the underlyings.

Derivatives contracts on sector indices

Institutional investors operating on a global scale
in particular have their sights set on the European
market as a whole; they prefer to invest in cross-
border sectors rather than in individual securities
on national markets. Reflecting the international-
ization of investment behavior, Eurex has intro-
duced a total of twelve additional futures and
options contracts on European sector indices.

On 22 April 2002, Eurex launched futures and
options on the Dow Jones Euro STOXX index’s
automotive, energy and insurance sectors,
followed by the financial services, media and
utilities sectors on 23 September. The leap in
volume can be taken as an indication of the
increased attractiveness of the index derivative
range: trading in Dow Jones STOXX sector index
futures and options rose to around 14,800
contracts per day in 2002 — seven times the
figure for the previous year.



Options and futures on European ETFs

In 2001, Eurex became the first European exchange
to offer exchange-traded fund (ETF) derivatives.
Eurex was also the first exchange in the world to
introduce ETF futures in addition to options. The
derivatives exchange is reacting here to develop-
ments on the cash market, where the number and
transaction volume of ETFs is rising constantly
(volume increase in 2002 as against 2001:
around 41 percent).

Deutsche Borse’s Xetra Division commenced
trading in ETFs in 2000. On 18 November 2002,
Eurex launched ETF futures and options on the
market. These products supplement the range of
traditional hedging instruments. Institutional
investors welcome the possibility of diversifying
more greatly their investment activities, and use
these instruments for precise risk management.
ETF futures and options offer three key advantages:

Management of smaller risk positions

is optimized.

They open up arbitrage and trading
opportunities between the derivatives
and cash markets.

They are structured for physical delivery.

Fully electronic trading a success factor

Eurex, just like its predecessors DTB and Soffex,
has been a fully electronic exchange since it was
founded in 1998. Its powerful and highly acces-
sible software contributes to the efficiency of trad-
ing and clearing; new releases constantly improve
on functionality and ensure consistently high
performance.

Eurex offers its customers a fully integrated trad-
ing and clearing platform for the settlement of
the entire derivatives trading process chain. As
no additional clearing fees are incurred, Eurex’s
all-in prices are unbeatable. In addition, extend-
ing integrated clearing services to include cash
market products (fixed-income securities and
shares) enables joint valuation of cash and
derivative positions. Thus, participants in both
markets can profit from lower costs.

The Eurex range of products is developed in close
coordination with the clients. Working groups are
held at regular intervals with market participants
to discuss new ideas and suggestions (see also
p. 96ff.).

Eurex taps US growth market

[t's not just the product range that is becoming
more international. For example, Finnish stock
options are traded at Eurex within the framework
of the cooperation with HEX (Helsinki Exchanges).
With some 20 million contracts (2001: 15 million),
the option on Nokia is one of the most frequently
traded stock options on the Eurex derivatives
exchange.



Eurex is opening up a growing number of inter-
national markets and is experiencing above-aver-
age growth abroad: in 2002, Eurex generated
almost 70 percent of its trading volume with
international participants (companies headquar-
tered outside Germany or Switzerland). This corre-
sponds to year-on-year growth of 7 percentage
points. 41 percent of the trading volume was
accounted for by UK participants, up 8 percent-
age points from 33 percent in 2001. At the
same time, the share of the volume traded by
German participants declined to 25 percent
(2001: 31 percent).

Eurex — Focus on business
with international customers
Share of volume by region

Other countries
5%

Switzerland
8%

France

11%

Germany
25%

Eurex reached two milestones on the US market
— a market made all the more important by its
growth potential. First, Eurex has been permitted
to offer European sector index products in the US
as well, from spring 2002. The approval for this
was granted on 2 April 2002 by the Commodity
Futures Trading Commission (CFTC) supervisory
authority. This means that Eurex participants in
the US can now trade these contracts directly
from the US.

Second, the restructuring of the a/c/e alliance
between Eurex and the Chicago Board of Trade
(CBOT) in July 2002 enables Eurex to extend its
current derivatives business in the US to include
products with US underlying, and to establish its
own exchange. These plans underpin Eurex’s
global growth strategy.

Eurex and CBOT agreed at that point to end

the alliance as it had originally been laid out in
January 2004 — nine months before its scheduled
end in October 2004. They also lifted all restric-
tions regarding products and areas of cooperation
which, initially, had not been supposed to be
reassessed before 2008. The new structure of
the alliance grants Eurex greater flexibility in its
products, technology and future strategy.

The restructuring of the a/c/e alliance allows
Eurex to establish its own exchange in the US
under US regulation. Trading in US interest rate,
index and equity product derivatives is expected
to commence on the new US exchange in early
2004. Customers will be able to use the current
Eurex® and a/c/e infrastructure for both US and
European products, thereby profiting from the
cost-efficient, direct access to the entire spectrum
of Eurex products.
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m Sales revenue up by 11 percent to €121.5 million

= EBIT grows to €34.3 million (up 102 percent)

m Significant growth in the Real-time Information business area
thanks to new packaging

= New index system ensures improved transparency

= External marketing of historical price and trading data successful

m Equity interest in Infobolsa S.A. opens up attractive growth opportunities

International marketing of IP products

Distribution of sales revenue
in percent

Other countries” Germany
22% 34%
Italy
6%
USA
9%
UK

16%
Switzerland
13%

Y France (5%), Austria (2%), Luxembourg (2%), Netherlands (2%), Spain (2%), among others



Employees who calculate the DAX
usually also have a private interest
in its development. Just like millions
of investors around the world.

Information is essential to all financial market transactions: no one would invest
in securities without company-specific reference data, prices, and index levels.
Often, however, market participants are confronted with a flood of information
that is difficult to sift through. The Information Products (IP) Division channels
these massive information flows by filtering out the most essential data, offering
customers focused products that are tailored to their individual needs. IP calcu-
lates, distributes, and markets classic cash market indices, such as DAX®, MDAX®
and, since March 2003, TecDAX®, which are well known to private investors

as well as professionals. However, the majority of the division’s sales revenue is
generated by prices and information for professional investors.

Despite the weak leads from the capital markets,
the Information Products Division grew strongly
in the 2002 reporting period, contributing sub-
stantially to the growth of the Group. Sales revenue
rose from €109.9 million in 2001 to €121.5
million in 2002, up 11 percent. The significant
increase in sales revenue combined with strict
cost management resulted in above-average EBIT
(€34.3 million, up 102 percent over the previous
year). In 2002, Information Products (IP) con-
tributed 10 percent of Deutsche Borse Group'’s
overall earnings.

Although IP is distributing an ever-increasing
volume of data, the division’s costs remained
stable in the year under review. IP benefits from
the scalability of its systems, which are designed
to handle growth in data volumes — this is espe-
cially true for the Consolidated Exchange Feed
(CEF) central distribution system, which delivers
the division’s information. Another factor that
affected the cost structure positively in the past
fiscal year was the reuse of systems designed

to be utilized in-house to develop products for
external clients; the data warehouse StatistiX®
is one example of these systems.



IP is relatively immune to economic volatility;
the division is primarily involved in the business-
to-business market, mostly and increasingly on
an international basis: around 70 percent of the
terminals to which IP supplies the “Cash Market
Germany (Frankfurt/Xetra)” product are located

in European countries other than Germany or in
the USA. As a result, IP generates more than
two thirds of its revenue outside of Germany.

International terminal connections

Distribution of terminals for the
“Cash Market Germany (Frankfurt/Xetra)” real-time product
in percent

Other countries
20%

Germany
35%
France

Switzerland
18%

Precisely tailored information
for investors

Information Products is Deutsche Borse Group’s
information factory, and its raw material is finan-
cial data. The data is collected from Deutsche
Borse’s electronic trading platforms and other
sources, compiled into a uniform format, pro-
cessed to produce premium products, and mar-
keted to clients. All five of IP’s business areas
— Real-time Information, Indices, Research
Services, Back-office Services, and Information
Solutions — are integral to this process chain.
These business areas develop and distribute
products that are tailored precisely to clients’
information needs.

Market players view Information Products as their
partner: they can rely on the quality of the prod-
ucts, the service and advice. Focusing on the
customers’ needs is a central task for all seg-
ments of the division — from product design to
distribution and administration. The price struc-
ture also reflects the notion of partnership; in
some cases, they lie way below those of interna-
tional competitors.

Real-time Information

At 9 percent, Real-time Information generated
the highest sales revenue growth in the division
in 2002. This business area distributes and mar-
kets the trading data of Deutsche Borse Group
and its international cooperation partners. Its hit
product “Cash Market Germany (Frankfurt/Xetra)”,
which was relaunched in a new format in 2002,
documents the performance of Germany’s central
cash markets (FWB® — the Frankfurt Stock Ex-
change — and Xetra®). This data package contains
price information on German shares, German
and international bonds, warrants and exchange-
traded funds. In combination with the “Regional
Exchanges Germany” package, this product covers
the German cash market.

Indices

In fiscal 2002, demand for index-based products
increased sharply. IP’s sales revenue from licen-
ses for index funds, index certificates, and index-
based futures and options grew in the year under
review. The DAX® index fund managed by Index-
change Investment AG advanced to become the
largest exchange-traded fund in Europe in 2002
with a fund volume of €1.1 billion. The succes-
ses of IP’s partners are shared by the division:



Products by IP’s main business areas

Business area Products

Real-time Information

and exchange-traded funds

Indices
certificates, among others)

Back-office Services

Price information on German equities,
German and international bonds, options,
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Sales revenue 2002

€m

99.4

Licenses for index products (index funds and index

9.5

Wertpapier-Service-System (securities service systems

WSS and WSS Online) and service system for fulfilling
notification requirements (TRICE) according to § 9 WpHG

(German Securities Trading Law)

10.0

license income increases in line with the relevant
fund’s volume. This is why IP was able to boost
2002 license income by a healthy 12 percent to
approximately €8.3 million.

In parallel with the restructuring of the stock
exchange, the Information Products Division
designed an index system oriented to investment
strategies. In addition to selection indices, a
series of benchmark indices offer investors yard-
sticks for use in assessing the performance of
their portfolios. The new range of indices to be
launched in March 2003, makes the German
capital markets more transparent and therefore
more attractive to German and international
investors (see also p. 49f.).

Research Services

Excellent service levels, data updated daily and
regular information quality assurance form the
cornerstones of the StatistiX data warehouse.
Since 2002, products based on this data ware-
house have been available to external clients.
StatistiX combines current and historical price

and trading data from more than ten systems
operated by Deutsche Bdrse Group and generates
statistics and analyses on all aspects of the
German financial markets from these sources.
StatistiX clients are financial services providers
who require this information for sales, investor
relations, risk management, compliance, or
financial management functions. The content of
StatistiX data is comparable and can be struc-
tured as needed. As a result, financial services
providers can analyse their in-house trading
activities in detail thanks to StatistiX.

In the year under review, the first two products
from the StatistiX product family were launched:
the “Ranking” and “Internal” info cubes. The
Ranking Info Cube calculates the market share
and market position of a trading participant in all
relevant market segments and periods as com-
pared with other market participants. It documents
the strengths and weaknesses of the market posi-
tion of the relevant company’s trading desks and
supports the development of trading strategies.
The Internal Info Cube is an interactive analysis
tool for flexibly analysing companies’ securities
trading activities. It enables users to prepare
sophisticated analyses of the activities of indi-
vidual departments and traders.




Back-office Services

In 2002, IP greatly simplified access to Deutsche
Borse’s information products for banks, thereby
expanding the customer base for its back-office
services. One example of this is “WSS Online via
Internet”, which was launched in October 2002.
WSS Online provides access to real-time and
historical information updated daily from the Wert-
papier-Service-System (WSS) via the Internet.
The information provided includes data from all
German stock exchanges, WM Datenservice,
Reuters and the International Securities Market
Association (ISMA) on over 250,000 securities
listed in Germany and abroad. No additional
investments in technical infrastructure on the
customer side are required for access to this
information via the Internet.

For securities listed in Germany, the relevant
cash settlement and closing prices, their time of
origination and sales revenue according to order
book statistics are available in addition to real-
time information. Securities that are listed abroad
are also included in “WSS Online via Internet”.
Users can access closing prices from foreign
stock exchanges that are transferred to WSS
after the bell on the American exchanges.

Information Solutions

The acquisition of an equity interest in Infobolsa
S.A. (Spain) enabled the Information Solutions
business area to expand its value chain in fiscal
2002 and to take advantage of new potential
for growth.

Infobolsa, which was formed in 1990, has quickly
become the leading supplier of real-time financial
information in Spain and Portugal, where the
company reduced the market share of established
providers. In November 2002, Deutsche Borse
acquired a 50-percent interest in Infobolsa and
appoints the chairman of the Supervisory Board.
Deutsche Borse aims to penetrate the entire Euro-
pean market for financial information terminals
and services in cooperation with the Madrid stock
exchange, which owns the remaining 50-percent
interest in Infobolsa. Infobolsa S.A. and its subsi-
diaries were fully consolidated as at 1 November.

Infobolsa’s proven, stable business model also
underpins this partnership. Infobolsa Deutschland
processes real-time financial information and
distributes it via terminals or a consolidated data
feed. This service includes German and interna-
tional stock, bond, and derivatives markets,
money and commodities markets, as well as
financial news. Moreover, Infobolsa supplies fund
information, company master data, and analyses
of more than 40,000 companies. It specially
designs its information products to meet customer
requirements and sells them at an attractive
price-performance ratio. These products are
mostly intended for professional end customers
at banks and providers of financial services.



International partnerships

The international orientation of the Information
Products Division is also evident in the new
product and service ideas developed in coopera-
tion with highly qualified international partners.
Examples from recent years are the iBoxx® index
family (real-time bond prices and indices), which
IP calculates with the help of leading investment
banks, or the joint venture STOXX Ltd., in which
Information Products now holds a one-third interest.

The iBoxx indices are successful the world over;
so much so that the fund management company
Xavex created a fund based on iBoxx in May 2002,
which has generated an unusually high level of sales
revenue. Its volume rose to around €1.8 billion in
the year under review. Information Products signed
an agreement on the development of ETFs (exchange-
traded funds) based on iBoxx indices to be marketed
globally in conjunction with Barclays Global Investors
(BGI), the market leader in ETFs based on fixed-
income securities in the USA. Initial products will
be launched in the first six months of 2003.

New information on
fixed-income securities

The Information Products Division has been
distributing data from the Eurex Bonds electronic
trading platform on an exclusive basis since

1 September 2002. Eurex Bonds is a leading
platform for electronic bond trading and has been
operated jointly by Eurex and top bond market
participants since October 2000 (see also p. 60).

The link between the Eurex Bonds trading plat-
form and the Xetra and Eurex® system architecture
connects the cash and derivatives markets so
that bond trading and basis trading can be com-
bined in a single centralized quote book.

Mid-December 2002 marked the launch of
eb.rexx®, a new index family for fixed-income
securities. These indices are based on prices
from the Eurex Bonds trading platform. eb.rexx
is the world's first index family whose underlyings
are publicly accessible, tradable and traded prices.
The easily reproducible and transparent indices
serve as the foundation for attractive financial
market instruments such as exchange-traded
funds on the institutional market.

Growth prospects and
further internationalization

Information Products continually aims to expand
its data sources in order to provide all trading
participants with information about as many
markets as possible. The North American market
in particular holds a great deal of potential, both
as a source and as a consumer of data. IP plans
to expand its central distribution system (Consol-
idated Exchange Feed, CEF) in order to optimally
supply this target market. In addition to further
pursuing internationalization of CEF, the division
is working on alternative delivery channels to
simplify access to high-quality data for end
customers in particular.
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Reliable and fast: Trading and settlement
systems continue to set standards

With its modern system architecture, maximum
availability and extremely low transaction costs,
Eurex sets the international benchmark for the
trading and settlement of derivatives market prod-
ucts such as futures and options. In 2002, the
derivatives exchange once again clearly exceeded
the record volumes it achieved in 2001. The
highest daily volume to date — 6.1 million con-
tracts — was recorded on 24 July.

The growth of the derivatives market is also
reflected in the continuous increase in the
amount of price information provided by the

Eurex system in real-time to all exchange partici-
pants around the world. The amount of price
information has risen roughly 25-fold over the
last ten years; over the same period, contract
volume has risen by a factor of 23. In 2002,
despite the high level of growth, the system was
available to participants for a monthly average
of 99.98 percent of the time. This corresponds
to average downtime per month of a mere three
minutes or so. Response times were kept to
below 0.1 seconds at all times.

In order to cope with the expected further rise

in transaction volumes, particularly on Eurex,
Deutsche Borse Systems will consistently increase
its system capacity over the coming years.

Eurex: Consistently fast performance despite sharp rise in transactions

Seconds
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136 | CONSOLIDATED BALANCE SHEET

Consolidated Balance Sheet

as at 31 December 2002

ASSETS

NONCURRENT ASSETS

Intangible assets

Software 337.4 207.7
Goodwill 1,248.6 51.3
Payments on account 110.4 0.8

1,696.4 259.8

Property, plant and equipment

Land and buildings 27.7 0
Leasehold improvements 20.4 15.2
Computer hardware, operating and office equipment 80.2 41.7
Payments on account and construction in progress 192.6 0.4

320.9 57.3

Noncurrent financial assets

Investments in subsidiaries 0 1.2
Investments in associates 10.3 382.8
Other equity investments 12.8 2.5
Noncurrent receivables and securities from banking business 335.8 0
Other noncurrent financial instruments 8.1 32.1
Other long-term loans 261.4 1.5
Investment property 10.7 0

639.1 420.1
Total noncurrent assets (excl. miscellaneous and deferred tax assets) 17 2,656.4 737.2

Miscellaneous and deferred tax assets

Deferred tax assets 18 13.2 11.2
Other noncurrent assets 8.8 6.3

22.0 17.5
Total noncurrent assets 2,678.4 754.7

CURRENT ASSETS

Receivables and other assets

Current receivables and securities from banking business 19 3,085.0 6.9
Trade receivables 20 139.3 112.7
Intragroup receivables 0 0.8
Associate receivables 2.3 2.2
Receivables from other investors 4.3 2.9
Other current assets 21 83.1 35.1

3,314.0 160.6
Current financial instruments 0 302.9
Restricted bank balances 22 303.7 164.7
Other cash and bank balances 23 248.1 752.2
Total current assets 3,865.8 1,380.4

Total assets 6,544.2 2,135.1
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SHAREHOLDERS’ EQUITY AND LIABILITIES

SHAREHOLDERS’ EQUITY 24
Subscribed capital 111.8 102.8
Share premium 1,330.2 945.5
Legal reserve 0.4 0.3
Other retained earnings 630.8 446.0
Revaluation surplus 9.0 5.7
Unappropriated surplus 70.0 60.0
2,152.2 1,560.3
Minority interests 26 23.1 10.6

PROVISIONS AND LIABILITIES

Noncurrent provisions 27
Provisions for pensions and other employee benefits 28 64.5 31.2
Deferred tax liabilities 29 99.3 47.6
Other noncurrent provisions 30 379 26.3
201.7 105.1

Current provisions 27
Tax provisions 31 124.1 26.9
Other current provisions 32 28.6 25.4
152.7 52.3

Noncurrent liabilities 33
Interest-bearing liabilities 9.2 0
Other noncurrent liabilities 8.3 11.1
17.5 11.1

Current liabilities 33
Liabilities from banking business 34 3,257.9 0
Cash deposits by Eurex participants 35 217.2 164.7
Other bank loans and overdrafts 0 90.0
Other commercial paper 288.1 0
Trade payables 122.9 70.2
Payables to other investors 6.2 12.6
Other current liabilities 36 104.7 58.2
3,997.0 395.7
Total provisions and liabilities 4,368.9 564.2

Total shareholders’ equity and liabilities 6,544.2 2,135.1



























































































NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS | 167

Cumulative depreciation and amortization Carrying amount

Balance as at Additions Disposals Changes Balance as at as at as at

1 Jan. 2002 from first-time 31 Dec. 2002 31 Dec. 2002 31 Dec. 2001
consolidation

€m €m €m €m €m

230.9 113.6 0.7 0 343.8 337.4 207.7
23.7 68.7 0 0 92.4 1,248.6 51.3
0 0 0 0 0 110.4 0.8
254.6 182.3 0.7 0 436.2 1,696.4 259.8
0 0 0 0 0 27.7 0

3.7 3.7 0 0 7.4 20.4 15.2
107.8 37.6 10.8 0 134.6 80.2 41.7
0 0 0 0 0 192.6 0.4
111.5 41.3 10.8 0 142.0 320.9 57.3
7.2 0 0.2 -7.0 0 0 1.2

0 0 0 0 0 0 370.2
19.6 4.0 0 -0.1 235 10.3 12.6
0 2.2 0 -0.1 2.1 12.8 2.5

0 0 0 0 0 335.8 0

3.2 1.8 2.0 0 3.0 8.1 32.1

0 1.2 0 0 1.2 261.4 1.5

0 0 0 0 0 10.7 0
30.0 9.2 2.2 -7.2 29.8 639.1 420.1

396.1 232.8 13.7 -7.2 608.0 2,656.4 737.2

















































































































































Glossary

At equity Measurement of an equity interest using the equity method,
under which the shares acquired are initially recognized at cost. In
subsequent periods, the carrying amount of the shares increases or
decreases in line with the investor’s share in the investee’s net profit
or loss for the period. Distributions received from the investee reduce
the carrying amount of the shares.

CCP  Central Counterparty

CDAX® An index comprising all German securities in the  Prime
and General Standards across all sectors and segments.

Central Counterparty For cash market trading: a central counterparty
for exchange and off-exchange transactions that acts as a legal inter-
mediary between trading parties, thus ensuring anonymity and mini-
mizing the default risk. For derivatives transactions  clearing: a
similar function that allows Eurex market participants to settle the
entire process chain of a trade over a single system.

Clearing The netting and settlement of receivables and liabilities
arising from securities and derivatives transactions; determination
of the bilateral net debt of buyers and sellers.

Commercial paper A short-term (between 2 and 364 days) promis-
sory note of a company that is generally issued on a discount basis
and repaid at the principal amount.

Cost of capital The Weighted Average Cost of Capital (WACC) of a
company (cost of equity and debt) that reflects the ratio of available
equity to debt in an accounting period. The cost of debt is governed
by the actual funding terms, whereby interest on borrowings is tax
deductible (tax shield). The cost of equity is the after-tax return on
a share that an investor can expect using the Capital Asset Pricing
Model (CAPM).

Custody The safekeeping and administration of securities for others.
A custody account (similar to an account for money transactions) is
established for each client. This account contains details of the types,
nominal amounts or quantities, numbers, etc. of the securities held,
as well as the name and address of the account holder.

DAX® An index calculated by Deutsche Borse every 15 seconds. It
depicts the performance of the 30 German companies with the great-
est  exchange volume and  market capitalization (blue chips).

Derivative A highly liquid standardized financial instrument whose
value is linked to changes in the price of an  underlying asset. The
most common examples of derivatives are  futures and  options.

eb.rexx® The Deutsche Borse index family for fixed-income securities.
The indices are based on prices on the Eurex Bonds trading plat-
form.

ETF - Exchange Traded Funds Mutual funds whose shares can be
bought or sold in continuous trading on the stock exchange, and that
track the performance of the index on which they are based.  XTF

Exchange volume The total amount of trades executed for a security
or on an entire market within a defined period of time; expressed as
a currency amount (euros, US dollars, etc.).

Future A derivatives contract in which sellers agree to deliver, and
buyers agree to purchase, a certain quantity of an underlying at a
predetermined price on a specified date.

General Standard An admission standard on the Frankfurt Stock
Exchange. Unlike the Prime Standard, issuers need only meet the
minimum statutory requirements (such as an annual report and ad-hoc
disclosures) to be admitted to and remain in the General Standard.

iBoxx® Real-time indices and prices for bonds. Calculated by
Deutsche Borse on the basis of real-time prices from leading invest-
ment banks.

Market capitalization An indicator of a company’s market value that
corresponds to the market price multiplied by the number of shares
listed on the exchange. Market capitalization can be calculated for
individual sectors or for the entire equities market.

MDAX® A selection index in the  Prime Standard for midcaps in
TecDAX®, this index ranks directly
DAX®.

traditional sectors. Like the
below the equities listed in the

Option A derivatives contract that entitles buyers and sellers to buy
(call) or sell (put) a defined quantity of an  underlying at an
agreed price (exercise price) within a certain period of time or on

a specified date.

Prime Standard An admission standard on the Frankfurt Stock
Exchange that requires issuers to meet high transparency criteria.
These requirements, such as quarterly reports and the application
of internationally accepted accounting standards, exceed those of
the  General Standard. A listing in the Prime Standard is a pre-
condition for admission to a Deutsche Borse selection index, such
as DAX®, MDAX®, TecDAX®, or SDAX®.

Quote book The electronic order book for Eurex Bonds, where
market makers enter binding bid and ask prices (quotes).

Rating A system for classifying corporate creditworthiness. Indepen-
dent agencies award a rating for a company’s short- or long-term
debt securities, based on the probability of future interest and princi-
pal payments. The purpose of ratings is to make the risk associated
with an investment more transparent for investors. Depending on
the agency, an AAA or Aaa rating is awarded for the highest quality;
Aa and AA also both indicate a high quality in every respect; the
suffixes 1, 2 or 3, or + and —, allow further differentiation of the
quality.

Round lot The minimum number of units in equities trading for
which an order can be placed not only in auctions, but also in
continuous trading at any time. The round lot for all equities traded
on the Frankfurt Stock Exchange and in the Xetra® trading system
is one share.

SDAX® A selection index in the  Prime Standard for smallcaps in
traditional sectors. These equities rank directly below those in the
MDAX®.

Settlement The completion and fulfilment of an exchange trans-
action, i. e. the delivery of the security or commodity in exchange
for the cash equivalent.

TecDAX® A selection index in the  Prime Standard for the 30
largest technology equities ranking below the DAX® selection index.

Underlying A security or commodity on which an options or futures
contract is based. The underlying for options on equities is the share
itself, and the underlying for a DAX® future is the DAX index.

Xetra Stars® Deutsche Borse segments where the most attractive
international equities are traded on the fully electronic Xetra plat-
form. Dow Jones Euro STOXX 50 shares are represented in the
Xetra European Stars, while Xetra US Stars includes US equities
from the most common stock indices.

XTF Exchange Traded Funds® A segment on the Frankfurt Stock
Exchange for continuous trading in investment fund shares. Index
funds ( ETF) and actively managed funds can be traded here.
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1998" 1999" 2000 2001 2002»
Consolidated income statement
Sales revenue ? €m 455.1 599.0 648.9 760.3 1,106.5
Net interest income from banking business €m 0 0 0 0 64.4
Other operating income €m 27.8 45.9 95.7 77.3 70.6
Fee and commission expense from banking business €m 0 0 0 0 -66.3
Total expenses less own expenses capitalized 2 €m -373.0 -533.0 -591.6 -604.3 -858.8
Income from equity investments (net) €m =3.7 =5.7 63.5 44.8 34.8
Earnings before interest and taxes (EBIT) €m 106.3 106.2 216.5 278.1 351.2
Net financial income €m 17.0 25.3 2.4 41.1 23.2
Profit before tax from ordinary activities €m 123.3 131.5 218.9 319.2 374.4
DVFA/SG earnings ® €m 53.4 70.0 142.9 203.7 235.1
Dividend (proposal for 2002) €m 31.1 58.7 30.8 37.0 49.2
Consolidated cash flow statement
Cash flows from operating activities €m 155.0 168.4 101.5 248.8 466.2
Cash flows from investing activities €m -82.5 -137.9 -252.3 -152.8 -1,734.1
Consolidated balance sheet
Noncurrent assets
(excluding miscellaneous and deferred tax assets) €m 195,35 260.0 620.3 737.2 2,656.4
Receivables over 1 year including deferred tax assets €m 10.7 20.7 12.5 17.5 22.0
Receivables from banking business €m 978.6 2,907.1 0 6.9 3,085.0
Restricted bank balances €m 93.8 450.1 71.1 164.7 303.7
Other cash and bank balances €m /5.9 102.1 69.5 1,055.1 248.1
Other current assets €m 122.0 165.9 149.3 153.7 229.0
Shareholders’ equity * €m 218.5 257.9 419.8 1,560.3 2,152.2
Minority interests €m 3.2 3.8 4.3 10.6 23.1
Noncurrent interest bearing liabilities €m 0 0 90.0 0 9.2
Other noncurrent provisions and liabilities €m 116.4 137.4 84.3 116.2 210.0
Technical closing date liabilities * €m 964.7 3,284.6 71.1 164.7 3,475.1
Other current provisions and liabilities €m 151.4 222.2 253.2 283.3 674.6
Total assets * €m 1,454.2 3,905.9 922.7 2,135.1 6,544.2
Balance sheet performance indicators
Trade creditors 1 days 28 37 33 28 33
Trade creditors 2 days 32 42 39 33 38
Trade creditors ratio % 20 24 27 29 47
Equity ratio 1 % 30 23 41 203 42
Equity ratio 2 % 68 64 56 220 61
Debt/equity ratio % 31 36 30 14 22
Liabilities structure % 57 62 59 71 75
Cash ratio % 37 46 27 372 37
Current ratio % 117 121 86 430 72
Debt coverage % 66 55 70 101 67
Equity/net tangible assets 6.4 6.6 8.5 37.1 7.9
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1998" 1999" 2000 2001 2002"
Performance indicators
EBIT (excluding share of results of associated
companies) / sales revenue % 24 19 24 31 29
Cash flow 1 return on investment (CF1 ROI) % 36 32 35 20 20
Cash flow 2 return on investment (CF2 ROI) % 37 32 35 21 19
DVFA/SG earnings per share * € 0.73 0.95 1.95 2.04 2.18
Dividend per share ® € 0.42 0.80 0.30 0.36 0.44
Operating cash flow per share ® € 2.11 2.29 1.38 2.49 4.33
Return on equity % 27 29 40 16 13
Staff costs / total revenue % 20 17 14 12 18
Employees (FTEs, annual average) 1,042 1,143 894 1,030 2,302
Sales revenue per employee ? € thousands 437 524 726 738 481
Market indicators
Xetra
Number of transactions thousands 7,150 15,785 39,009 49,719 60,001
Order book volume €m 403,302 514,959 980,552 958,407 876,179
Participants (at 31 December) 280 404 431 413 359
Floor
Number of transactions thousands 47,159 73,364 163,914 124,342 86,653
Order book volume €m 207,998 400,479 438,712 235,780 157,760
Eurex
Number of traded contracts millions 248.2 379.1 454.1 674.2 801.2
Participants (at 31 December) SHS) 414 429 427 424

D Deutsche Borse Clearing AG was fully consolidated until 1999. The 50 percent interest in Clearstream International S.A. was carried at equity

following the merger of Deutsche Bérse Clearing AG with the operations of Cedel International S.A. to form Clearstream International S.A.

Following the acquisition of Cedel International S.A., Clearstream International S.A. has been fully consolidated since 1 July 2002.

2 Excluding net license fees, which were recognized until 2000

3 Restated to reflect changes in accounting policies

4 Technical closing date liabilities include liabilities from banking business of Deutsche Borse Clearing and Clearstream International S.A.,

and the Eurex Clearing members' cash deposits.

5 Adjusted for the 10-for-1 stock split implemented on 1 June 2001
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