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Segment Information »

Deutsche Borse Group: Financial Highlights

Change
2006 2005 in %
Consolidated income statement
Sales revenue €m 1,854.2 1,631.5 14
Net interest income from banking business €m 150.7 112.7 34
Total expenses (excluding goodwill impairment) €m -1,092.4 -1,145.6 -5
Earnings before interest, tax and goodwill impairment (EBITA) €m 1,029.1 710.9 45
Net income €m 668.7 427.4 56
Consolidated cash flow statement
Cash flows from operating activities €m 843.4 667.7 26
Consolidated balance sheet
Noncurrent assets €m 1,907.6 2,007.8 -5
Current assets excluding technical closing date positions® €m 932.8 789.5 18
Equity €m 2,283.3 2,200.8 4
Noncurrent interest-bearing liabilities €m 499.9 501.6 0
Other noncurrent liabilities and provisions €m 146.5 162.5 -10
Current liabilities excluding technical closing date positions? €m 550.8 435.0 27
Total assets €m 65,025.1 38,477.6% 69
Performance indicators
Earnings per share (basic) € 6.73 4.00 68
Earnings per share (diluted) € 6.72 4.00 68
Dividend per share € 3.40% 2.10 62
Dividends proposed €m 8325 210.4% 58
Operating cash flow per share (basic) € 8.49 6.25 36
Operating cash flow per share (diluted) € 8.48 6.25 36
Employees (average annual FTEs) 2,739 2,979 -8
Sales revenue per employee € thousands 677 548 24
EBITA margin % 56 44
Return on shareholders’ equity % 30 18
Equity ratio (annual average) % 77 77
Market indicators
Xetra
Number of transactions m 107.7 81.3 32
Order book turnover €bn 1,592.9 1,125.5 42
Floor trading
Number of contract notes m 33.8 27.7 22
Order book turnover €bn 137.6 1159 19
Eurex
Number of contracts m 1,526.8 1,248.7 22
Clearstream
Number of transactions domestic m 38.4 33.5 15
international m 24.5 20.4 20
Value of securities deposited (as at 31 December) domestic €bn 5,328 4,816 11
international €bn 4,368 3,936 11
Deutsche Borse share price
Opening price® (as at 1 January) € 86.56 44.28
High?” € 140.88 90.19
Low?” € 84.25 43.29
Closing price (as at 31 December) € 139.42 86.56 61

1) Technical closing date positions include financial instruments of Eurex Clearing AG, current receivables and securities from banking business as well as restricted
bank balances. 2) Technical closing date positions include financial instruments of Eurex Clearing AG, liabilities from banking business as well as cash deposits
by market participants. 3) Restated to reflect changes in accounting policies as well as changes in the structure of the consolidated balance sheet 4) Proposal of
the Executive Board as at the finalization date of the consolidated financial statements 5) Restated to reflect actual distribution (reported in 2005: €210.6 million)
6) Closing price on preceding trading day 7) Intraday price



2006 by Segment

Xetra

m Number of transactions on Xetra® increased to more than 100 million

m 210 companies newly listed, representing a market capitalization of
around €7.9 billion

m Exchange organization established for trading in structured
products

Eurex

m [rading volume increased to more than 1.5 billion contracts
m Product range continually expanded

m Trading and clearing functionalities developed

Clearstream

m Settlement transactions grew by 17 percent to 62.9 million

m Value of securities deposited reached €9.7 trillion (plus 11 percent)
m Central Facility for Funds developed

Market Data & Analytics

m 12 percent of sales revenue generated with new products and
functions

m CEF® data stream diversified according to customer needs

m |ndex offering expanded to include new regions and asset classes

Information Technology

m System performance upgraded to match exponential rise in
transaction loads

m Round-trip times cut by two-thirds due to expanded network and
computing capacities

m Established as provider of IT sourcing solutions for the financial
services industry



Sales revenue inem
Xetra
2005 247.7

2006 314.1

Eurex
2005 503.5

2006 597.8

Clearstream
2005 630.5

2006 700.3

Market Data & Analytics
2005 130.0

2006 148.1

Information Technology

2005 119.8

2006 93.9



Challenge to Create

A company’s success stands and falls with
Its people. People who get involved, who
seek out a challenge. People who are willing
to question the existing in order to make the
future even better. People who break new
ground, passionately and with ideas. People
who listen to their customers and understand
their needs. This is what success is made of.

Welcome to Deutsche Borse Group.

\/ MARKET DATA = DEUTSCHE BORSE
m [=¢ T INALmes clearstream o~ | 2EUTS



The English and German versions of the Annual Report 2006 are identical
in content, but have different photographs on the cover and in the first
section up to page 84. The reports feature a total of 98 employees, present-
ing the face of the Company. They reflect the Company’s diversity and
clearly show that Deutsche Bdrse Group’s success is a matter of its people.

Many thanks to everyone involved.

The people in the annual reports

Schahriar Bahrami, Michel Barbancey, Stephen Baston, Pedro Bellosta von Colbe, Tony Bennett, Christelle Bernard, Manuela BieB, Martina
Blum, Britta Boerdner, Philippe Bonaert, Adel Bounif, Philip Brown, Jeannine Elektra Burkhardt, Imke Chayani, Francesca Crucitti, Claudia
Dahm, Dirk De Smedt, Susana do Rosario Carpinteiro, Joselene Drux, Petra Eckes, Sarah Fuller, Delphine Giroux, Anna Glos, Matthias
Graulich, Jeanette GroB, Ugur Glnaydin, Werner Hagemann, Bethany Harlock, Lorenz J. Hassl, Wiebke Hedlefs, Adrian Hehl, Frank Henkes,
Frank Hoba, Patrick Holtmann, Brigitte Hiibner, Nicola Jahn, Levent Kandemir, Izumi Kazuhara, Angela Klein, Oliver Klopsch, Doaa Kopp,
Pranjal Kothari, Dajana Madleen Kuhn, Rainer Kuhnert, Marie-Laure Lacouture, Grégory Langard, Nathalie Lebrun, Denis Lemaire, Nina
Lidtke, Yvonne McDonald, Sebastian Martinez Cabrera, Rosanna Mastrangelo, Chantal Meehan, Philippe Metoudi, Jens Moericke, Blaise
Nkaba, Ralf Oster, Lee Parker, Christoph Payerl, Stefano Pedditzi, Uwe Pietsch, Guy Poul, Robert Prendergast, Veronika Quinzler, Jochen
Rabe, Sabrina Raghdi, Katja Rathe, Michael RieB, Benoit Rosier, Bruno Rossignol, Armin Roth, Laurence Saccani, Ann-Kathrin Schleicher,
Thomas Schulz, Daniel Schumann, Heiner Seidel, Nadine Siegwolf, Kai Silbach, Jean-Marc Sindic, Bob Soden, Markus Sperzel, Matthias
Stephan-WeBlin, Sarah Taines, Francoise Thiel, Nina Trommershéduser, Oxana Tsvetkova, Franck Turchi, Isabelle Wachenheim, Astrid Walter,
Manfred Weber, Regina Wenz, John Whipps, Patrik Wieczorek, Anke Wolf, Karin Woolwine, Kristin Zeller, Irja Zillich, Susanne Zorn
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2006 — The Year That Was

2006 — The Year That Was

Quarter 1

Annual Reception 2006

The Chairman of the Supervisory
Board, Kurt F. Viermetz, and Chief
Executive Officer Reto Francioni
welcome 800 guests to the Annual
Reception in the Neue Borse building
in Frankfurt on 16 January. The
speaker on this occasion is Roland
Koch. Three days later, some 200
guests are invited by the Group to its
Annual Reception at 30 St Mary Axe
in the City of London.

“Place of Ideas”

As part of the “Germany: Land of
Ideas” image campaign initiated
jointly by the Federal Government
and German industry, Deutsche
Borse Group is chosen as a “Place
of Ideas”. On 13 January, the Neue
Borse in Frankfurt opens its doors
for visitors.

Large number of IPOs

In 2006, primion Technology AG

is the first company to choose the
Prime Standard market segment of
the FWB® Frankfurter Wertpapier-
borse (the Frankfurt Stock Exchange)
for its IPO. By the end of the year,

a total of 210 companies across all
market segments were listed in
Frankfurt for the first time. This is the
highest number since the resegmen-
tation of the stock market in March
2003 and a clear indication of the
appeal of Frankfurt as a trading
venue.

Vestima™ successful on the German
market

DWS Investment decides upon
Vestima™ as a platform for managing
its transactions and settlements. This
establishes Clearstream’s system for
settling investment fund orders in the
German market as well.

New investor portal

The new Deutsche Borse investor
portal www.boerse-frankfurt.com
goes online in February, offering ex-
tensive information on the Frankfurt
Stock Exchange: in addition to share
prices and company data, it provides
commodity prices, as well as new
tools and background material.

Clearstream extends its
international network

Since January, Clearstream has been
providing settlement and custody
services for Croatian securities. Three
months later, the company becomes
the first international central security
depository (ICSD) with services in
Turkish public debt securities and
settlement in Russian equities. In
November, Clearstream becomes the
first organization to settle Japanese
government bonds outside Japan.

Connectivity services

Using Deutsche Borse Group’s global
communication network, Fortis, an
international services provider en-
gaged in banking and insurance,
offers trading and clearing services
to customers worldwide. This move
marks the expansion of Deutsche
Borse’s IT Managed Services into
network operations.

Quarter 2

DBIX launched

Since 5 April, the first member of the
new DAXglobal® index family for in-
ternational markets has been calcu-
lated. The DBIX Deutsche Borse
India Index tracks the performance
of the Indian equity market.

Further index for the Entry Standard
On 5 April, Deutsche Borse calcu-
lates the Entry Standard All Share
Index for the first time, because the
necessary minimum number of

31 companies listed in the market
segment has been reached. In July,
Primag AG becomes the 50th com-
pany in Deutsche Borse's Entry
Standard segment.

Weekly options

On 24 April, the derivatives ex-
change Eurex becomes the first Euro-
pean exchange to introduce weekly
options. The underlyings of the op-
tions with weekly instead of monthly
expiration dates are the benchmark
indices DAX®, Dow Jones EURO
STOXX 50® and SMI®. Eurex weekly
options offer high flexibility and
provide market participants with an
efficient means to trade immediately
ahead of the publication of key eco-
nomic data.

Second “General Standard
Conference”

The second General Standard Confer-
ence takes place on 3 and 4 May in
Frankfurt. About 40 companies from
the Entry Standard and General
Standard meet investors and analysts.
Companies present financial figures
and business models, alongside with
workshops covering financial and
capital market topics. More than 400
participants visit the conference. For
the first time, Entry Standard compa-
nies present themselves to investors
and analysts.

Go-ahead for mutual funds trading
Trading in actively managed funds —
known as mutual funds — begins on
19 May. Some 2,500 funds can

be traded every business day from
9 a.m. to 8 p.m. (CET) in real-time
without a front-load fee. Since the
end of November, investors have also
been able to subscribe to funds. The
first issuer is asset manager First
Private on 4 December.

New subsidiary in Prague

Deutsche Borse Services s.r.o. is
entered in the Prague commercial
register. The new IT subsidiary will
support the Group’s IT applications
development and will handle tasks
that have been outsourced in the past.

High dividend for Deutsche
Borse AG shares

At the Annual General Meeting on
24 May, Deutsche Borse AG share-
holders resolve to pay a dividend
of €2.10 per share for the 2005
financial year, thereby tripling the
dividend. In total, Deutsche Borse
distributes €210.4 million from a
net income of €427.4 million:

a distribution ratio of 49 percent.



Quarter 3

Eurex connects first member from
Singapore

In August, following the establish-
ment of a Deutsche Borse Systems
access point in Singapore, a Eurex
member company is linked directly
to the telecommunications hub in
Singapore for the first time ever.
Transmarket Group Pte Limited starts
trading via the hub on 4 August.

Record number of contracts traded
The number of contracts traded on
Eurex reaches the 1 billion mark as
early as August. In 2005, this vol-
ume was not reached until the end of
October. By 31 December, a total of
1,526,751,902 contracts are traded
on Eurex, more than ever before.

Proximity Services accelerate data
transfer

Through the Proximity Services of-
fered by Deutsche Borse Systems,
customers are able to place their
trading IT close to the Group’s trad-
ing systems and data processing
services, thereby minimizing latency.
By December, 15 customers have
opted for the new service.

First Back Office Summit

How is relevant data accessed and
cleansed? These questions are ad-
dressed at the first ever Back Office
Summit held in Frankfurt on 5 Sep-
tember by Market Data & Analytics.
It is geared towards institutional mar-
ket participants and financial ser-
vices providers who are concerned
with issues such as reference data
management, data quality and com-
pliance tasks.

Cooperation between CBEX and
Deutsche Borse

A cooperation agreement is signed by
the China Beijing Equity Exchange
(CBEX) and Deutsche Borse, position-
ing the latter as the central point of
access to the European market for
Chinese companies.

Clearstream accepts AE dirham

In September, Clearstream becomes
the first international central security
depository (ICSD) to accept the
United Arab Emirates dirham (AED)
as eligible for settlement. This comes
in response to growing demand from
investment banks and issuers who
would like to issue Eurobonds denom-
inated in AED.

Quarter 4

Modernizing the main trading floor
On 9 October, work begins on the
main trading floor at “Alte Borse” —
the old stock exchange building —
which is being modernized to meet
the changing needs of lead brokers.
While the work is in progress, trading
continues in other trading rooms at
Alte Borse.

Platform for structured products
established

On 23 October, SWX Group and
Deutsche Borse AG sign an agree-
ment to establish and operate a joint
stock exchange organization offering
trading with warrants and certifi-
cates. This alliance enables the two
companies to extend their successful
Eurex and STOXX cooperation.

Code of Conduct officially adopted
Deutsche Bérse Group welcomes
the European Code of Conduct for
clearing and settling shares on the
cash market. As a member of the
Federation of European Securities
Exchanges (FESE), the European
Association of Central Counterparty
Clearing Houses (EACH) and the Eu-
ropean Central Securities Deposito-
ries Association (ECSDA), Deutsche
Borse has contributed to the develop-
ment of the code and already com-
plies with many of its requirements.

No combination with Euronext

On 15 November, Deutsche Borse
decides not to pursue a combination
with Euronext. This decision is based
on the assessment that a transaction
supported by both sides is not achiev-
able and — given the recent share
price development — would create no
additional value for Deutsche Bérse
shareholders.

Ten years of German Equity Forum
The German Equity Forum celebrates
its tenth anniversary: from 27 to 29
November, over 250 listed and non-
listed companies present themselves
— eight times as many as in 1996,
the Equity Forum'’s first year. More
than 4,000 private equity managers,
funds managers, analysts, bank rep-
resentatives and corporate finance
experts attend the forum, with over
200 listed companies presenting
themselves at investor and analyst
conferences.

Trading with exchange-traded
commodities begins

Commodities can now be traded on
Deutsche Borse’s Xetra® platform.
Exchange-traded commodities (ETCs)
are securities on individual commaodi-
ties and on commodity baskets.

At the same time, an index family for
commodities is launched. At the
start, the CX® index tracks the devel-
opment of 20 commodities in the
categories Agriculturals, Energy, Pre-
cious Metals, Industrial Metals and
Livestock.
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Letter to Shareholders

Dear shareholders,

The 2006 financial year was the most successful in Deutsche Borse Group’s history

to date. We generated double-digit volume growth in all market areas and lifted sales
revenue by 14 percent to €1,854.2 million. Deutsche Borse Group increased its earn-
ings disproportionately thanks to its business model as well as to the excellent perfor-

mance by all employees. EBITA (earnings before interest, tax and goodwill impairment)
rose by 45 percent to €1,029.1 million, making Deutsche Borse Group the most prof-
itable exchange organization, not only in Europe, but worldwide. At the same time, it is
one of the exchanges most strongly driven by customer needs in the world.

You, our shareholders, have invested in a business model that also delivers long-term
success. After rising by 61 percent, Deutsche Borse shares were again among the five
top performing shares in the German DAX® blue-chip index in 2006, just as in the
previous year. Since Deutsche Borse’s IPO in 2001, our shares have significantly out-
performed the DAX and the Dow Jones EURO STOXX 50® each year.

We would like to thank you for your trust in, and support of, our activities. Based on
the successful 2006 financial year, the Supervisory Board and Executive Board again
wish to increase the dividend to be paid to you, and will propose a dividend of €3.40
per share to the Annual General Meeting on 11 May. The dividend is part of our on-
going capital management program, which also includes share buy-backs. To this end,
we use funds that are surplus to current business requirements and the further develop-
ment of our business. Going forward, we will continue to meet the challenge of creating
value for you, and will continue to work hard for our customers and shareholders.



Despite all our business successes in the past year, there was one objective we did not
achieve: our plans to build a continental European exchange group together with Euronext
were unfortunately not approved by the latter's management. We discontinued our efforts
when it became clear that a transaction sought by both parties was unattainable and
that, given the current development in share prices, it would not have generated any
additional value for Deutsche Borse's shareholders. However, our strategy for future
growth is not founded on the conclusion of a single transaction. Of course, we remain
open to all forms of cooperation with other marketplace operators, provided we see
value added to the Company and for our shareholders.

Why will your Company, Deutsche Borse, continue to develop successfully in the
future? We service increasingly differentiated customer needs, we have rapid and reliable
systems that grow in line with demands while retaining control over costs, and we
invest comprehensively to develop new products and services. On top of this are the
economies of scope that we generate due to our involvement in several investment
classes and stages of the value chain. This enables us to offer our customers outstand-
ing products and services from a single source and at fair conditions. This, and

our constant cost discipline, allow us to work far more efficiently than other exchange
organizations.

Demand for our services and products has risen sharply in all market areas. This is the
result of the positive economic prospects around the world and the growing confidence
in Europe’s macroeconomic development, particularly in Germany. In addition, rising
corporate profits and historically low long-term interest rates in Europe have contributed
to this excellent outcome. Deutsche Borse Group has no control over these macroeco-
nomic factors.

For this reason, we focus our strategy on factors which we can influence, as this report
on the 2006 financial year explains in detail. We keep a very close eye on develop-
ments in our industry and monitor various structural trends that open the way to addi-
tional growth for us. These include the constantly increasing volumes in the cash and
derivatives markets as a result of algorithmic trading, whose strategies are based on
computer models, the increasing use of derivatives in complex trading strategies, as well
as our customers’ desire for clearing services that reduce both counterparty risk and
capital adequacy requirements. Moreover, the desire for optimized yields on national
and international equities and bonds deposited with Clearstream has an effect on this.
We support these structural trends in specific areas, for example by our pricing model,
through investments in our systems and via new products.

For instance, in recent months we have implemented various measures to promote
algorithmic trading, for which rapid and powerful systems are vital. We have massively
upgraded our network and computing capacities so as to cut round-trip times for orders
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and we offer incentives for algorithmic trading in our price models. Finally, we provide
interested customers with the opportunity to gain all-inclusive, rapid access to specific
market data.

At the same time, we have expanded our product and service portfolio in all business
areas: in international securities settlement and custody, we help our customers to
achieve even higher yields on the securities deposited with us using new repo and secu-
rities lending products. We are constantly expanding our offering of cash and derivatives
market products, for instance in funds trading, equity derivatives and over-the-counter
(OTC) trading. In the market data business, we have introduced 13 new indices and
index families, for example on commodities, in the past year alone. And in the informa-
tion technology area, we have used our position as a neutral and reliable partner to
gain new customers for the operation of sophisticated IT infrastructures.

In addition, we are tapping into new asset classes, expanding the Group’s geographical
presence and approaching new customer groups with our offering. For example, we use
credit derivatives to address a rapidly growing market that until now have been traded
fully off-exchange. We have been present in Asia now for 15 years with an office in
Hong Kong and are now focusing on expanding this presence with further offices, e.g.
in Tokyo. We are also expanding our network there and leveraging our broad product
and service offering to enter into partnerships with local stock exchange organizations.
One increasingly important customer group is comprised of the highly specialized
securities traders who arbitrage price differences through the exclusive use of mathe-
matical models.

In short, we have laid the foundations to benefit from structural growth trends in our
industry and thus continue our own growth in the coming years.

Deutsche Borse Group’s success is founded on the commitment, creativity and willpower
of its staff. On behalf of the entire Executive Board, | would like to thank all employees
for their hard work and their determination to continually drive forward the Company.
Deutsche Borse Group has neither raw materials nor significant tangible assets. Its
resources are its systems and its people. Finding new paths, creating “outside-the-box”
solutions for our customers, questioning established processes — only our employees
can do this. That is also why this annual report’s motto is “Challenge to Create”. On
these pages, we will introduce you to some of the people who contribute to this Company.

Sincerely,

/éé 7%% |

Reto Francioni
Chief Executive Officer



Deutsche Borse AG Shares

Increase of dividend to €3.40 proposed

High credit ratings confirmed

Since going public at the beginning of 2001, the value
of Deutsche Borse AG, measured in terms of market
capitalization, more than tripled from €4 billion on

5 February 2001 to €14 billion on 31 December 2006.

Accordingly, Deutsche Borse was no. 14 in the ranking
of the largest companies in the German blue-chip index
DAX® at the end of 2006.

Many international stock exchange operators have fol-
lowed the example of Deutsche Borse and gone public
in the past years. The market capitalization of all 20
listed exchanges worldwide was some €100 billion as
at 31 December 2006. This indicates that the stock
exchange operators are developing into a separate invest-
ment sector, which is attracting more and more interest
from professional and international investors.

Excellent performance by Deutsche Borse shares

in 2006

Following a 95 percent increase in share price in financial
year 2005, Deutsche Borse AG shares again recorded an
above-average development in 2006 compared with the
DAX blue-chip index: while the latter grew by 22 percent
in the course of the year, the price of Deutsche Borse

Share price surged from €86.56 t0 €139.42 (plus 61 percent) in 2006
Earnings per share after tax grew by 68 percent to €6.73

3.6 million shares repurchased under the capital management program

shares rose from €86.56 on 31 December 2005 to
€139.42 on 31 December 2006 — an increase of 61 per-
cent. The year’s low was €84.25 on 10 January and its
high €140.88 on 19 December. Thus, Deutsche Borse AG
shares were once again among the five shares with the
strongest price development in the DAX index.

Deutsche Borse AG shares: Key data

2006 2005
Earnings per share € 6.730 4.00
Dividend per share € 3.402 2.10
Operating cash flow per share € 8.493% 6.25
Opening price (as at 1 January)® € 86.56 44.28
High® € 140.88 90.19
Low? € 84.25 43.29
Closing price (on 31 December) € 139.42 86.56
Subscribed share capital (as at 31 December) €m 102.0 105.9
Number of shares (as at 31 December) m 102.0 105.9
Free float (as at 31 December) % 100 100
Market capitalization (as at 31 December) €bn 14.2 9.2

1) Basic earnings per share; the diluted earnings per share amounted to €6.72.
2) Proposal to the Annual General Meeting 2007

3) Basic cash flow per share; the diluted cash flow per share amounted to €8.48.
4) Closing price on preceding trading day

5) Intraday price
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Deutsche Borse AG's share price 2006 significantly outperforms benchmark indices
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— Daily closing price of Deutsche Bérse AG shares
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1) Indexed to the closing price of Deutsche Borse AG shares on 30 December 2005

A profitable investment in the long term

Thanks to Deutsche Borse's attractive business model,

its shareholders have the opportunity to participate in the
long-term growth potential of the international capital
markets. Since Deutsche Borse went public, shareholders
have enjoyed an average annual return of 28 percent,
which is well above the DAX average. In the same period,
a direct investment in the DAX would have yielded a
slightly negative return. This means that investors who
purchased €10,000 worth of shares at Deutsche Borse’s
IPO and reinvested the dividends in shares, held shares
worth €43,853 at the end of 2006; had they invested in
the DAX during the same period, their holdings would
have been worth €9,938.

1 July

T T T T T T 1
1 Aug. 1 Sep. 1 Oct. 1 Nov. 1 Dec. 29 Dec.

Investment in Deutsche Borse AG shares highlights
sustained value growth

Growth of a model portfolio, initial investment of €10,000

Since IPO on
Investment horizon 5 February 2001V 1 year
Portfolio value? € 43,853 16,359
Average annual return
Deutsche Borse shares % 27.9 63.6
Average annual DAX®
return % -0.1 22.0

1) Purchase of shares at the offering price of €33.50
2) As at 31 December 2006, assuming all dividends were reinvested in shares



Share price driven by fundamental business
developments

Trading activity on international capital markets again
increased significantly in 2006. Thanks to its broad focus
on a variety of international markets and efficient organi-
zation Deutsche Borse derived above-average benefit from
this trend. Based on strong growth in all business areas
and continued cost discipline, earnings before interest,
tax and goodwill impairment (EBITA) again increased sub-
stantially in 2006 to €1,029.1 million (plus 45 percent).
Earnings per share, which also contain effects from the
share buy-back, increased by 68 percent to €6.73.
Deutsche Borse intends to leverage further potential
through new products and markets. In combination with
structural growth trends in all business areas, this will
open up attractive growth prospects for shareholders.

Capital structure optimized, credit ratings confirmed
Under the capital management program, which aims to
optimize its capital structure, the Company distributes
funds that are surplus to business requirements and the
further development of business. In financial year 2006,
Deutsche Borse paid out a total of €600.1 million in the
form of share buy-backs and dividends: it repurchased
approximately 3.6 million shares for €389.8 million and
paid a dividend of €210.4 million in May 2006. The
Company retired 3.9 million of the shares repurchased in
2005 and 2006 as at 10 April 2006, thereby reducing
the subscribed share capital to €102.0 million.

In spite of these extensive distributions, Deutsche Borse’s
credit ratings remained strong: Moody'’s rated the Group
at Aal/Stable/P-1, while Standard & Poor’s confirmed
its rating of AA/Stable/A-1+. These ratings mean that
Deutsche Borse Group continues to enjoy an excellent
position on the capital market.

Share price develops in line with earnings per share
%
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250 +
200 +
150

100 +
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2001 2002 2003

2004 2005 2006

— Closing price of Deutsche Borse AG shares, indexed to the opening price on the day of the IPO: 5 February 2001=100

Yearly earnings per share, indexed to 2001 =100



Deutsche Borse AG Shares

Deutsche Borse's success shared through progressive
dividend policy

For financial year 2005, Deutsche Borse AG had tripled
the dividend to €2.10 per share, distributing 49 percent
of its net income for the year to shareholders, one of the
highest distribution ratios of all DAX companies. This year,
Deutsche Borse AG is continuing its progressive dividend
policy. The Company will enable shareholders to participate
in the continued growth in operating profit, proposing

to the Annual General Meeting that the dividend for the
financial year 2006 should be increased to €3.40 — a
rise of some 62 percent year-on-year. This high growth
and the distribution ratio of 50 percent enables the Com-
pany to maintain its top ranking among DAX companies:
no other German blue-chip company has increased its
dividend by an annual rate of at least 20 percent for six
years in succession.

Active investor relations recognized by investors

and analysts

Deutsche Borse and its shares attracted substantial atten-
tion from international investors, analysts, market partici-
pants and interested members of the public in the past
year. This was due firstly to its strategic initiatives, in
particular the proposed combination with Euronext (with-
drawn in November 2006), and secondly to its strong
performance. In 2006, Deutsche Borse adopted targeted
extensive measures in order to inform current and poten-
tial investors not only about exchange consolidation, but
also about what characterizes the business model, why
the Company is successful and what prospects there are
for further growth in the core markets. During international
roadshows, conferences and visits, Deutsche Bdrse held
over 400 one-on-one meetings with current and potential
shareholders in the world’s major capital centers. In
addition to the positive individual feedback received from

many international investors and analysts, the quality
of Deutsche Borse AG's investor relations work was ac-
knowledged by an outstanding ranking in the Thomson
Extel Pan-European Survey 2006.

Interest of international investors reflected in share-
holder structure

The excellent performance, prospects of continuous
capital market growth and market expectations that the
exchange consolidation will continue — all these positive
factors have led to a sustained and widespread interest
in Deutsche Borse AG shares among national, but even
more so among international investors. The proportion
of shareholders from outside Germany remained high at
approximately 84 percent.

The high level of liquidity of Deutsche Borse shares also
contributes to their attractiveness for global investment
funds with large investment volumes. Trading volumes in
the Company’s shares have increased significantly since
the IPO in 2001: in 2002, an average of 0.2 million
shares were traded per day — by 2006, this had risen to
0.9 million.

International shareholder structure of Deutsche Borse AG

Other countries 7 %

Germany 16%
48 % USA

UK 29%
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Deutsche Borse Group’s business is structured in
five segments to reflect the securities trading value
chain: Xetra organizes the cash market, Eurex

the derivatives market, Clearstream is responsible
for post-trade processes, Market Data & Analytics
makes market developments transparent, and
Information Technology builds and operates

the Group’s trading platforms. Last but not least,
Operations services all segments.
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Exchanges are marketplaces. Here, buyers and sellers come together to trade. But,
the goods are not physically present: rather, certificated or standardized financial

instruments — such as equities, fixed-income securities, options and futures — are
traded in a highly complex process, which has been fully automated in most areas.

In Germany, most people know exchanges from what they
see on television: journalists reporting on market events
with traders working in the background, while current
securities price information scrolls across the screen on

a news ticker. That's also what the trading floor looks like
at the Frankfurt Stock Exchange. However, the traders are
not employed by the stock exchange, but rather by banks
and trading firms. Exchanges themselves do not partici-
pate in trading; they organize securities trading by making
systems available, and defining and monitoring rules.
Their purpose is to settle transactions at a fair price for
both parties. They host the marketplaces where buyers
and sellers come together to trade — in Frankfurt since
1585. However, many people don’t know: Deutsche Borse
has long been more than a mere marketplace, and it

is also more than just a German exchange as its name
would suggest. It is a transaction service provider that
uses powerful technology to pave the way to the global
capital markets for companies and investors. In the cash
market, it supports the trading of equities, bonds, certifi-
cates, warrants and mutual funds — on the trading floor as
well as in the fully electronic trading system Xetra®. Even
more important than the cash market — in terms of sales
revenue and earnings — are Eurex, the derivatives exchange,
and the clearing and settlement organization Clearstream,
which are both part of Deutsche Borse Group. Market
data and information technology round off Deutsche Borse’s
product and service portfolio.

The cash market: Floor trading or trading on Xetra
What happens when a security is bought or sold? Let's
say a private investor would like to order 100 shares in

a company. He or she tells the investment advisor at the
bank or places the order through one of the many online
broker portals. It is not possible to place orders directly on

the stock market. Instead, investors must always commis-
sion a bank, which then transmits the orders to the stock
exchange and acts as the trading participant. Investors
usually have the choice on which stock exchange they
want their order to be executed. If they choose the Frank-
furt Stock Exchange, the order is executed via the latter’s
broker-based floor trading system. If investors choose to
have their order executed on Xetra, it is entered into the
fully electronic trading system’s order book and appears
immediately on the trading screens of Xetra participants
all over the world. Xetra matches buy and sell orders
automatically within fractions of a second. Institutional
investors and major trading firms, who trade constantly
and whose order volumes often run into millions, are the
main users of the Xetra platform. Once the orders have
been matched, they are cleared — in other words, the
market participants’ receivables and liabilities are first
netted out internally, with only the balance being credited
to or debited from their account. This reduces the number
of settlement transactions. In addition, by introducing the
so-called central counterparty that acts as an intermediary
between buyer and seller, anonymity in trading is ensured.

Apart from equities, investors can trade a large number
of other products on Xetra or the floor, depending on their
strategy: bonds, certificates, warrants and funds — over
150,000 securities altogether. Xetra is one of the most
reliable, fastest and most liquid fully electronic trading
platforms worldwide, while the trading floor is particularly
attractive for private investors since lead brokers ensure
best prices even in less liquid securities from 9 a.m. to

8 p.m. (CET) on every trading day.
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Deutsche Borse's Xetra business area comprises electroni-
cally assisted floor trading and fully electronic trading

on Xetra. The party placing the order pays a trading and
clearing fee. Further income is generated through fees

for the central counterparty and securities listing, among
others. Approximately 17 percent of Deutsche Borse
Group’s sales revenue is generated by the Xetra segment.
This is because the Group has a much more comprehen-
sive offering than many other exchange organizations
around the world.

Derivatives market: Risk management with

options and futures

In contrast to the cash market, derivatives market partici-
pants do not trade securities, but rather contracts on
future transactions, known as derivatives. Contracts are
based on “underlying instruments”, such as equities,
bonds, currencies or commodities, whose price is already
determined at the time the contract is entered into. Thus,
while orders on the cash market are placed and executed
within a short period of time, the delivery, acceptance and
payment of a derivatives transaction only take place at an
agreed future date. Derivatives market products can be
broken down into options and futures. An equity option, for
example, gives investors the right to buy or sell an equity
during an agreed period at a certain price, no matter how
the equity is performing. Deutsche Borse Group offers cen-
tral counterparty clearing for the derivatives market, just
like for the cash market.

Derivatives transactions are traded fully electronically

on the Eurex derivatives exchange, a joint venture of
Deutsche Borse and SWX Swiss Exchange. Deutsche
Borse receives 85 percent of revenues from this joint ven-
ture. Derivatives are an excellent hedge against risk from
fluctuations in prices, interest rates and currencies. Over
the past years, professional portfolio managers in particular
have been taking increasing advantage of the range of
possibilities the derivatives market offers. Eurex is also
benefiting from this growth. The segment generated

32 percent of Deutsche Borse Group’s sales revenue

in 2006.
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After the trade is made: Managing securities
transactions

But let’s get back to our private investor. The order set in
motion a complex chain of services, in which the actual
trade represents the smallest component. What happens
once an order has been matched and cleared? The indi-
vidual positions are now entered into the buyer’s and
seller’s accounts and money is exchanged for securities.
The shares are then credited to the buyer’s securities ac-
count, while the securities themselves are held in custody
at a central depository.

Deutsche Borse’s Clearstream segment and its services
come in when the securities, both nationally and inter-
nationally traded equities and bonds, have been traded
and cleared. Clearstream International, a 100 percent
subsidiary of Deutsche Borse, ensures that money and
securities are exchanged quickly and effectively between
the parties to a trade. The transaction details submitted
by both buyer and seller are verified and matched, owner-
ship of the security is transferred, and payment of the
corresponding cash amount made. In addition, Clearstream
is responsible for the management, safekeeping and
administration of the securities. Counterparties nowadays
rarely exchange physical shares. Instead, the focus is
on bits and bytes, as the transactions are executed elec-
tronically.

Yet Clearstream does more than merely manage the
settlement of orders. Securities custody and administration
cover a range of additional services because after a
security has been issued, a number of different events
can occur, e.g. dividend payments, capital increases,
stock splits or tax reclaims. In every instance, Clearstream
ensures that account holders benefit from the results of
these corporate actions immediately, meaning, for example,
that their accounts are credited in the case of a dividend
payment. The major part of this business relates to the
international market for corporate and government bonds,



16

What Does Deutsche Borse Group Do?

which are mostly traded off-exchange (i.e. over the
counter — OTC). Just imagine a German investor holding
a bond denominated in sterling issued by an Italian com-
pany at a Swiss bank — how are interest payments treated
for this investment, for example regarding the withhold-
ing tax payable in Germany? Clearstream handles all such
issues for its customers. What the investor sees as a simple
account transaction is usually the result of a complex
process, in which an extremely wide variety of regulations
must be observed.

Clearstream is also active in global securities financing,
cash management as well as settlement and custody
services for investment funds. Clearstream is the strongest
revenue driver among Deutsche Bérse Group’s segments,
accounting for 38 percent of the Group total.

Market data: Delivering trading information

Every transaction generates information, such as price,
quantity and volume. Deutsche Borse gathers this raw
data, analyzes and enhances it to create high-quality
information products, which it makes available to the
markets and the public. For example, our private investor
was able to find out the price of the shares before decid-
ing to buy. If you want to be successful on the capital
markets, you need up-to-date information from a reliable
source. Deutsche Borse Group’s Market Data & Analytics
business area delivers this information. Data is collected
at its source: on the electronic platforms of the trading
systems. Deutsche Borse not only distributes information
gathered in its own marketplaces, but also increasingly
data from other sources, such as the Irish Stock Exchange
(ISE) and STOXX (a joint venture between Deutsche Borse,
Dow Jones & Company and SWX Swiss Exchange), or —
tracking the European bond markets — iBoxx® indices data.

Exchanges make market events transparent using real-time
prices, indices and statistics. The DAX® blue-chip index
is surely the best-known index in Germany. It tracks the
30 largest and most liquid stocks in the Prime Standard
segment and has been the most trusted underlying instru-
ment for certificates and warrants in Germany for years.
However, Deutsche Borse also calculates German and
international indices for other investment classes, such
as bonds, volatility, or commodities. Whether in the
newspapetr, online, or on television, the prices come from
Deutsche Borse. The Company generates 8 percent of

its revenues by selling information, calculating indices and
offering other services relating to financial market data.

Information technology: Building trading systems
Deutsche Borse Group not only operates its own trading
platforms, it developed them itself. The Xetra and Eurex®
trading systems, as well as CASCADE and Creation —

to name only two systems used by Clearstream — were
designed and built in-house by the Information Technology
segment (IT). In addition to its proprietary systems,
Deutsche Borse operates or controls the trading platforms
for other exchanges, such as the ISE or the EEX energy
exchange, and provides systems solutions to other com-
panies in the financial sector. Even the Shanghai Stock
Exchange bases its trading system on Xetra. Absolute reli-
ability and a high degree of availability, even at peak loads,
mark out the Group’s systems. Income from external
business partners of the IT segment makes up roughly

5 percent of the Company’s total revenue.

The more orders Deutsche Borse can settle via its electronic
systems, the more efficiently its vast capacities are used.
The Group therefore continuously works to develop
products and services in order to make transactions and
related services faster, more efficient and thus more attrac-
tive. Investors and issuers benefit from the most liquid
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market possible with strong supply and demand. The
more buy and sell orders there are on the books, the
narrower the spread between buy and sell prices, and the
more efficient the market for all trading participants.

Exchanges: The foundation of a healthy economy

One of the central functions of an exchange is to execute
securities transactions quickly, safely and at the lowest
cost possible. However, as shown above, Deutsche Borse
Group is active in other areas of the securities business, too.

Exchanges also perform an economic function, e.g. by
providing a platform for issuing shares. Companies increase
their equity by issuing shares on the exchange, making
investors co-owners of the company. They can use this
capital to implement their strategic goals. In the best
case, they expand, create jobs and produce innovative
products, thus stimulating consumption and keeping the
economy going.

They are judged on whether or not they are doing it right
and offer potential by the most neutral referee there is:
the market. The current market price of an equity — and
thus the value of the company concerned — is calculated
continuously, and even several times per second in some
cases. The higher the market price, the greater the com-
pany’s chances for success in the market's opinion. For
investors, this neutral and fair quotation by the market
has the advantage of being a reliable judgement, enabling
them to place their orders with confidence. In order to
allow prices to be determined in a fair manner, exchanges
offer a stable framework with a legal basis (such as the
Wertpapierhandelsgesetz — the German Securities Trading
Act — or the Borsengesetz — the German Stock Exchange
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Act), trader monitoring by a neutral authority, and trans-
parency regarding the economic position of all listed
companies. The derivatives market, trading, settlement
and custody all benefit the economy, for instance, in that
they enable market participants to hedge risk or employ
their capital where this is most productive.

Its business model makes Deutsche Borse Group the
most profitable exchange organization worldwide, and

a global champion in its industry. That is why this model
is increasingly being copied. Germany as a business
location and the German economy as a whole benefit from
Deutsche Borse's success story, for it is unique around
the world.

If you would like to know more about Deutsche Borse or exchanges in general,
you can order the brochure “Deutsche Borse Group — From Trading Floor to
Electronic Marketplace” (available in English or German) or our exchange
dictionary “Borse von A bis Z" (German only) from Deutsche Borse’s publica-
tions service.

E-mail publication.hotline@deutsche-boerse.com

Internet www.deutsche-boerse.com > Info Center >
Publications/Downloads

Phone +49-(0) 69-2 11-1 1510

Fax +49-(0) 69-2 11-1 1511
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The Xetra segment organizes securities trading on the
Frankfurt Stock Exchange in two market models: in the
open order book of the Xetra system, buy and sell
orders are matched electronically; in floor trading using
the Xontro system, this function is assumed by inde-
pendent lead brokers. Both market models offer effi-
cient trading and optimum liquidity. In recent years,
thanks to various initiatives by the Xetra segment, both
market models have become even more attractive for
investors and issuers alike and now support new trad-
ing techniques and investment strategies even more
efficiently. At the same time, Deutsche Borse’s drive to
continually improve conditions for raising capital on the
stock market paid off: 2006 was a good year for IPOs.

A positive economic environment, rising share prices in
the course of the year and high market volatility — these
factors led to increased trading activity on the Frankfurt
Stock Exchange last year. The number of transactions in
the open order book of the Xetra system rose by 32 per-
cent to 107.7 million year-on-year; the single-counted
trading volume increased by 42 percent to €1,592.9 bil-
lion. The number of contract notes in floor trading was
up by 22 percent to €33.8 million, with a volume in-
crease of 19 percent to €137.6 billion.

Investors can decide for themselves where they wish to
have their order executed. Xetra proved its worth as a
platform trading in highly liquid securities, while floor
trading established itself as a marketplace for a broad
range of securities and evening trading.

Sales revenue up by 27 percent to €314.1 million

Number of transactions on Xetra® increased to more than 100 million
210 companies newly listed, representing a market capitalization of around €7.9 billion
Exchange organization established for trading in structured products

Xetra is one of the world’s most powerful fully integrated
trading platforms. Buy and sell orders from all over the
world are matched in the central order book and executed
automatically at optimum conditions. Investors can order
securities via the trading screens of over 4,600 registered
traders at 262 participants in 18 countries (as at 31 De-
cember 2006), including all major banks and securities
trading firms.

On the Frankfurt Stock Exchange, independent lead bro-
kers and designated sponsors manage securities and
execute orders. This means that less liquid securities
can also be traded at optimum prices, i.e. with a low
bid-offer spread.

A security must be authorized on an exchange for investors
to be able to order it from there. With over 150,000 secu-
rities in total, Deutsche Borse's securities market is one
of the largest markets in Europe. On 31 December 2006,
a total of 8,302 companies were listed on the Frankfurt
Stock Exchange. In addition to German and international
issuers’ equities, investors can trade more than 18,000
fixed-income securities, 3,100 funds (among those

171 exchange-traded index funds), 31 exchange-traded
commodities and some 125,000 certificates and warrants.
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Borse Frankfurt: Broad range of tradable financial
instruments
as at 31 December 2006

Equities
Prime Standard 422
General Standard 399
Entry Standard 76
Open Market 7,405
8,302
Funds
Exchange-traded index funds 171
Xetra Active Funds 10
Mutual funds 2,958
3,139
Further instruments
Fixed-income securities 18,387
Warrants 69,627
Certificates 55,268
Other (pre-emptive rights etc.) 325
143,607
Total 155,048

More IPOs, higher placement volumes,
lower costs

Once again, companies are turning more and more to the
capital markets to raise equity with a view to achieving
their strategic goals. In 2005, Deutsche Borse extended
its offering for issuers; since then, companies have been
able to choose between three market segments: Entry
Standard, General Standard and Prime Standard. With
their different transparency requirements, these segments
are tailored to the individual needs of issuers and inves-
tors. In 2006, a total of 210 companies were newly
listed for trading on the Frankfurt Stock Exchange. Of
these, 40 companies opted for the Prime Standard, nine
for the General Standard and 59 for the Entry Standard.
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A further 102 companies were included in the Open
Market. The stock market newcomers placed a volume of
around €7.9 billion on the market, almost doubling that
of the previous year (€4.1 billion).

Entry Standard: Positive first year

Since being launched in October 2005, the Entry Stan-
dard has established itself as a cost-effective alternative
route for small and medium-sized companies to access
the capital markets. The excellent liquidity and the in-
creasing number of banks involved confirm that the Entry
Standard has been accepted by issuers, intermediaries
and investors. The average trading volume and the num-
ber of transactions per listed company in 2006 were al-
most double that of other alternative markets in Europe.

More liquid trading of new issues in Frankfurt
than in London

Daily trading volume/market capitalization in %%

6.3

4.6

0.8 0.8

Prime Standard Main Market Entry Standard AIM

M Borse Frankfurt
London Stock Exchange

1) In the Prime Standard, the average daily trading volume corresponds to 6.3 percent of
a company’s market capitalization
Source: Study of the European Business School and Technische Universitat Miinchen,
2006
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Attractive stock exchange: Low costs and high

trading activity

A study conducted by the European Business School and
the Technical University of Munich underlines the attrac-
tiveness of the Frankfurt Stock Exchange for raising capi-
tal. Academics at these establishments examined the total
costs associated with going and being public on a num-
ber of different stock exchanges. According to the study,
the Frankfurt Stock Exchange charges less for an IPO or
capital increase than other European stock exchanges. At
the same time, the study confirms the high level of trad-
ing activity in Frankfurt: the average daily trading volume
of €31.1 million per company in the Prime Standard seg-
ment is significantly higher than in London’s Main Market
(€6.3 million).

New markets: Russia, Eastern Europe and China

In future, Deutsche Borse aims to increasingly gain for-
eign issuers for a listing on its marketplaces. In particular,
companies in Eastern Europe — above all in Russia and
other CIS states — and companies in China (see page 47)
are currently on the verge of entering the international
capital markets in the euro zone. In November, for the
first time ever, the German Equity Forum — the largest
event in Europe for listed and capital-seeking SMEs —
featured eight companies from Russia, six from the
Ukraine and 24 from China presenting themselves to
forum participants. With a listing on the Frankfurt Stock
Exchange, these companies will attract the attention of
international investors. At the same time, they will profit
from the clear structure of the market with its various
market segments and transparency standards as well as
from the low, flat-rate listing fees, which — unlike at other
European stock exchanges — are not tied to the market
capitalization of the issuer. Investors, for their part, will
have the opportunity to invest directly in Russian and
Chinese companies at low transaction costs.

Efficient and high-performance Xetra trading

The best proof that technological progress will continue to
shape securities trading is algorithmic trading, a trading
technique in which a computer reacts to preprogrammed
algorithms on market data and automatically enters orders
in the trading system. Deutsche Borse recognized the
trend towards automation early on and introduced the
Automated Trading Program (ATP) to facilitate this. With
ATP, trading participants receive discounts on transaction
fees for automatically generated orders. These now al-
ready account on average for around 34 percent of total
Xetra trading volume. This has a positive effect on trading
volumes and overall market liquidity, which ultimately
benefits all trading participants. Since October 2006,
Deutsche Borse Group has also granted discounts on
clearing ATP transactions, which can be expected to fur-
ther increase trading volume and liquidity.

Algorithmic trading techniques require an extremely pow-
erful and reliable trading system. Deutsche Borse is con-
tinually enhancing the functionality and performance of
Xetra in order to create optimal conditions for all trading
participants and to reduce the time from order placement
to confirmation. The shorter the round-trip time, the
greater the ability of trading participants to react quickly
and flexibly to market developments. In December,
Deutsche Bodrse quadrupled the trading participants’ con-
nection bandwidths to the Xetra network from 128 kbit/s
to 512 kbit/s. Even greater bandwidths of up to 1 Gbit/s
will be available as an option in the future. This means
that the maximum round trip of an order is just over

20 milliseconds at present and will decrease to less than
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10 milliseconds by April 2007. However, the round-trip
time is also influenced by the geographic distance to be
covered by the order data. The shorter the distance be-
tween Deutsche Borse's Xetra back end and the trading
participants’ systems, the less time it takes for the data
to arrive at its destination. In view of this, Deutsche
Borse offers Proximity Services: customers can place their
trading IT close to the systems of Deutsche Borse Group
(see page 39).

Algorithmic programs will continue to speed up trading.
With its powerful, reliable and extremely fast Xetra
system, Deutsche Borse has the technology to benefit
from this development and to provide optimum market
liquidity.

New investment opportunities through
new asset classes

With its market models, the Frankfurt Stock Exchange
already accounts for some 97 percent of stock exchange
trading in German shares. In order to further expand the
high-volume business with securities from selection in-
dices, Deutsche Borse is continually developing new
product segments. In 2006, the established segment for
exchange-traded index funds was joined by exchange-
traded commodities (ETCs) and mutual funds.

Exchange-traded index funds: Continuing success story
Exchange-traded funds (ETFs) are still relatively new cash
market products that combine the flexibility of a single
share with the risk diversification of a fund. Investors
value ETFs for several reasons: they can be used to track
entire markets or sectors without substantial effort; they
are traded via exchanges with the same transparency and
liguidity as equities; and they can be acquired at the
standard transaction costs without any of the additional
fees that are generally associated with funds.
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Since April 2000, investors have been able to trade in
ETFs at the Frankfurt Stock Exchange’s XTF® segment.
Since then, this market segment has also established
itself as the European market leader. In 2006, it accounted
for some 45 percent of trading with ETFs. Sales volumes
reached a record level of €66.7 billion, an increase of
45 percent year-on-year. In the meantime, the range of
services has continued to grow: the large number of new
instruments allows investors to pursue additional trading
and investment strategies, including the first ETF issued
on the Japanese equity index Nikkei 225 outside Japan,
ETFs for Korea, Taiwan and Brazil and ETFs issued on
selected Deutsche Borse strategy indices (LevDAX and
DAXplus Covered Call). At the end of December 2006,
the volume of all ETFs tradable on the Frankfurt Stock
Exchange was €47.6 billion, up 77 percent compared
with the previous year.

In November, Deutsche Borse added exchange-traded
commodities (ETCs) to its product range — 31 securities
on individual commodities or commodity baskets, which
can be traded on Xetra in the same way as shares. The
basis for these new products is secured debentures, not
funds as is the case with ETFs.

Mutual funds: Successful market launch

Trading in actively managed funds on the Open Market of
the Frankfurt Stock Exchange floor was launched in May.
Traditionally, these funds were traded through intermedi-
aries, e.g. banks, with a front-end load. Now, however,

a total of around 2,900 of these mutual funds can be
traded every exchange day from 9 a.m. to 8 p.m. (CET),
in real time and without a front-end load. Specialists post
bid and ask quotes for funds and ensure maximum price
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quality. Thus, investors benefit from liquid trading at
lowest transaction costs. Adherence to quality standards
is continually monitored. In addition, the performance
measurement that is firmly established in equity trading
will also be used in funds trading as of 2007. The seg-
ment got off to a successful start and took an average
market share of 25 percent of exchange trading in mutual
funds in Germany.

New European platform for
structured products

As of 1 January 2007, SWX Group and Deutsche Boérse
have combined the Swiss and German markets for struc-
tured products to create a joint exchange organization.
The certificates and warrants market offers substantial
growth potential. The new exchange will bundle the
liquidity of the two national markets in Xetra, providing
one of the world’s largest participant networks with access
to the new market. As a specialist exchange, it can focus
more directly on customer needs. Issuers will be able to
decide for themselves whether they wish to act as market
maker or to transfer this function to an intermediary. The
joint venture offers private investors a high level of trans-
parency and fair conditions, giving them a clear overview
of price discovery and trading rules at all times.

This cooperation sees the two partners extending their
cooperation, which has already proven its worth with
Eurex and STOXX, the leading index provider in Europe.
The new organization aims to become Europe’s leading
exchange for structured products.

New splendor for the Frankfurt Stock Exchange floor

The traditional floor of the Frankfurt Stock Exchange has
been given a makeover. Deutsche Borse modernized

the Trading Hall in the “Alte Borse”, the old exchange
building, replacing the rectangular broker cubicles with
round, ergonomic workstations for lead brokers. Other
new features include dark oak flooring and a light concept
capable of generating a variety of lighting moods. The
Hall has been displaying its new look since the beginning
of 2007, but its key features remain unchanged, for ex-
ample the price display system with the DAX® board at
the front.
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Furex

Product range continually expanded

Transaction volumes on the international derivatives
markets continued to increase in 2006. The key drivers
of this sustained growth are new institutional customers,
new quant-driven trading strategies and the steadily
rising demand from investors for instruments that en-
able them to manage risks and employ their capital
more effectively. With its business model, the Eurex
derivatives exchange is playing a key role in this devel-
opment as it focuses on the systematic expansion of
the global distribution network, on cost-effective, fast
and reliable electronic trading and on the systematic
expansion of its product range. The continuous growth
benefits all Eurex participants, who profit from high
liquidity, efficient trading and low transaction costs.

Derivatives are the fastest growing form of investment.

In 2006, over 12 billion contracts were traded on 57
derivatives exchanges worldwide. Just one year after its
formation in 1998, Eurex — a joint venture of Deutsche
Borse AG and SWX Swiss Exchange — took over the lead-
ing role among international derivatives exchanges. Com-
pared with other derivatives exchanges, it is characterized
by a balanced product range of highly liquid interest rate,
equity and index derivatives, which is continually being
expanded.
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Sales revenue up 19 percent to €597.8 million
Trading volume increased to more than 1.5 billion contracts

Trading and clearing functionalities enhanced

Eurex business model: Consistently
successful

2006 was another excellent year for Eurex: volumes in
trading and clearing derivatives market products again
achieved double-digit growth; Eurex customers traded
1,526.8 million contracts, 22 percent more than in the
previous year (1,248.8 million contracts).

Why are the derivatives markets booming? The structural
changes in recent years play a significant role in this
respect: investors — investment funds in particular — are
increasingly using derivatives as a state-of-the-art risk
management tool; regulatory barriers for institutional in-
vestors have been reduced; new, highly developed quant-
driven trading strategies (such as algorithmic trading) that
generate more orders are growing in popularity. Special-
ized market participants such as hedge funds make a
substantial contribution to rising trading volumes. Further-
more, trading activity in derivatives is always driven by
index levels, volatility on the equity markets, changing
interest rates and the related need to hedge risk.

A key element of Eurex’s successful business model is the
complete integration of trading and clearing on a single
platform. As Eurex Clearing AG is the central counterparty
for transactions executed on Eurex and other platforms,

it hedges (among other things) the risk that a transaction
cannot be fulfilled due to default by a trading partner.
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Balanced product range of attractive financial
derivatives

Eurex customers benefit from its balanced product range
of liquid financial derivatives:

= [nterest rate derivatives (benchmark products for
the capital market, e.g. Euro-Bund, Euro-Bobl and
Euro-Schatz Futures as well as options on these
futures, and money market products)

= Equity derivatives (options and futures on inter-
national equities)

= Equity index derivatives (options and futures on
indices such as DAX®, Dow Jones EURO STOXX 50,
Dow Jones STOXX® sector indices and on exchange-
traded funds)

The volume of interest rate derivatives contracts traded on
Eurex in 2006 increased by 11 percent to 731.2 million.
The continuous growth in contracts stems from the gen-
eral trends mentioned above and from changes in interest
rates. Sales revenue continued to be driven by the estab-
lished benchmark products. The Euro-Bund Future
achieved the highest revenue and the strongest absolute
growth: at 319.9 million contracts, its trading volume
increased by 20.6 million year-on-year.

A temporarily higher volatility in the course of the year,
combined with the rising levels of leading indices, led to
an increase in the trading volume of products based on
shares and indices. The highest percentage growth was
achieved by equity index derivatives with an increase of
46 percent to 487.4 million contracts.

Contract volumes in equity derivatives rose by 20 percent
to 308.1 million. The highest relative growth in contracts
was recorded by the single-stock futures launched in
October 2005: while a total of 518,000 contracts were
traded in the first five months, more than 3.9 million
were traded on individual days in April 2006. In total,
35.6 million contracts were traded in 2006. Previously,
single-stock futures had only been tradable in the US and
UK; the underlying instrument in this case is not an in-
dex, but rather an individual share.

Eurex’s open interest, i.e. the total of all open contract
positions and consequently the outlook for future busi-
ness, reached a record level of 129.3 million contracts
traded in November 2006. At the end of December,
the open interest amounted to 94.9 million contracts,
an increase of 11 percent compared with 2005.

Growth in over-the-counter trading and clearing of
government bonds

In addition to exchange trading in options and futures,
Eurex has established a firm foothold in over-the-counter
(OTC) trading and clearing. Eurex operates repo trading
in government bonds and Jumbo-Pfandbriefe (jumbo
bonds — German mortgage bonds with an issuing volume
of at least €500 million), as well as the Eurex Bonds®
platform for trading government bonds together with insti-
tutional market participants.

Eurex Repo®, Eurex’s platform for repo trading, recorded
significant growth in 2006. The average outstanding
volume rose by 14 percent to €84.4 billion. A significant
portion of this is attributable to the euro repo market,
which recorded its highest ever outstanding volume of
€55 billion in September. A key growth driver in the euro
repo market is Euro GC Pooling®. Since March 2005, this
product has given participants access to collateralized,
cash-driven financing. Euro GC Pooling stands for a fully
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integrated trading, settlement and collateral management
process and facilitates collateralized liquidity management
with same-day payment and delivery. To collateralize
Euro GC Pooling transactions, participants can access a
basket of approximately 8,000 fixed-income securities.

In the second half of 2006, Eurex Bonds launched a total
of 35 European government bonds from eight countries
(Belgium, Finland, France, Greece, Ireland, Italy, Portugal
and Spain), thereby extending the existing portfolio of
government bonds from Germany, Austria and the Nether-
lands that had already been tradable on the platform.
Thus, including the inflation-indexed European govern-
ment bonds, approximately 90 instruments were listed on
Eurex Bonds at the end of 2006, in addition to about 60
German government bonds. The trading volume increased
from €149.3 billion to €151.3 billion; 33 participants
are now authorized to trade.

Product range and distribution network:
Continuous expansion

Eurex sees the continuous expansion of its product range
and the targeted extension of its distribution network as
the most important endogenous growth drivers for both
its customers’ business and that of the exchange. New
derivatives offer market participants additional investment,
hedging and arbitrage alternatives and generate more
trading. When first launched, the trading volumes of new
products are often minimal. There are always products
that prove to be “hidden stars” that only start to shine af-
ter some time. A prime example of such a late starter was
the future on the Dow Jones EURO STOXX 50: although it
was only traded very little in the first two years following
its launch, it now accounts for some 30 percent of the
contract volume of index derivatives.

The Group The Financials

The most important new products of 2006:

= With the launch of Spanish and Swedish equity op-
tions in November 2006, Eurex now offers derivatives
on 49 shares from the Dow Jones EURO STOXX 50
index in this product segment; taken together, these
represent 99 percent of the market capitalization of
this blue-chip index.

= Following the continuous extension of the range of
single-stock futures, traders can choose among deriv-
atives on some 380 of the 600 equities in the Dow
Jones STOXX 600. With the single-stock futures,
Eurex now covers all shares denominated in euros
and Swiss francs from the Dow Jones STOXX 600.

= |n May 2006, Eurex was the first European exchange
to initiate “weekly options”, i.e. trading options with
weekly rather than monthly expiry dates on selected
benchmark indices. This allows market participants to
gear their individual strategies to forthcoming macro-
economic developments effectively and in good time.
The number of contracts traded has increased contin-
ually since the start — a clear indication that index
options with extremely short terms have been accepted
by the market.

Eurex will continue to give fresh impetus to the interna-
tional derivatives markets with its innovative products.
The number one product innovation in 2007: Eurex is the
first derivatives exchange to enable credit derivatives to
be traded on its platform. The fast-growing market is esti-
mated at an outstanding volume of more than €20 trillion.

To date, credit derivatives were only traded over the counter.
The trading of contracts on the exchange is an important
step in the further development of the worldwide market
for credit derivatives. With these instruments, market
participants can hedge against unforeseeable events, e.g.
corporate insolvencies, default or restructuring. Past cases
have shown that “first movers” who draw liquidity to
their trading platform with a new product have a decisive
advantage over similar products on other exchanges.
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As well as extending the product portfolio, the continuous
geographic expansion of customer bases is a key factor

in the success of an exchange. On 31 December 2006, the
worldwide Eurex distribution network comprised 389 par-
ticipants from 19 countries. The most important regions
for the further systematic expansion of the distribution
network are the US, Asia and Eastern Europe.

Eurex also continues to be represented directly in the key
market US. In order to expand its US business and

to target new customer groups with innovative product
concepts, Eurex launched U.S. Futures Exchange L.L.C.
(USFE — formerly Eurex US) in the summer of 2006 —

a joint venture with Man Group plc, which includes one
of the world’s largest futures brokers. The Man Group
acquired just under 70 percent of Eurex’s shares in
USFE. Eurex retains almost 30 percent, with the remain-
der being held by US market participants. Via its Informa-
tion Technology segment, Deutsche Borse Group continues
to operate and expand the trading platform and the
infrastructure of USFE. The joint exchange will focus
primarily on innovative derivatives which are tailored to
private investors and which were previously traded over
the counter. In this way, it creates an offering that com-
plements that of other stock exchanges. Owing to its many
close customer relationships as a broker, the Man Group
is ideally positioned to identify customer needs early on
and to integrate these in the product development process.

Trading volume from Asia used to be routed to Eurex via
European subsidiaries of Asian companies or via European
brokers. On 4 August 2006, the Transmarket Group be-
came the first participant from Singapore directly linked to
the Eurex distribution network. Further companies from
Singapore are currently in the process of being connected.
In December, Eurex was authorized to link participants
from Japan directly to the network.

Network and technology: Outstanding
infrastructure

Central to the success of the Eurex derivatives exchange
is its powerful trading system, which is one of the main
reasons for its leading position. As trading volumes rise
constantly, the Eurex system continues to set the pace
with a consistently high level of performance. In 2006,

it processed a record daily volume of over 12 million con-
tracts traded at peak times. In September 2006, Eurex
received an award for “Best Trading Venue — Derivatives”
in recognition of its outstanding performance in the field
of technological infrastructure. The prize was awarded by
the publication Financial News, with the winner having
been selected by a panel of independent analysts and
consultants.

Eurex Release 9.0 (November 2006) features improved
functions in order book trading and clearing: it is now
easier for market participants to quote in difficult market
situations, combination trading of futures is simplified
and trading participants can use the deposited collateral
more efficiently. Although the new release has only just
been made available to customers, Eurex is already work-
ing to meet the challenges of the coming years. For exam-
ple, it is becoming increasingly important to continually
shorten the processing times and the total time required
to complete trading participants’ transactions. As a result,
the maximum round-trip time of an order is just below
10 milliseconds at present and will probably decrease
further to about 7 milliseconds in the course of the year
(see page 39).
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Clearstream

Central Facility for Funds developed

Clearstream is the post-trade services arm of Deutsche
Borse Group. It is both an international central securities
depository (ICSD), catering to the international capital
market, and a central securities depository (CSD) for
German and Luxembourg domestic securities. Clearstream
is convinced that competition remains the main driver
for continuous product innovation, high efficiency and
cost reduction. This is why Clearstream invests in the
harmonization and standardization of business processes,
making the market more efficient and reducing costs of
cross-border clearing and settlement in Europe.

Clearstream’s core businesses are the settlement of market
transactions and the custody of securities. The Deutsche
Borse subsidiary ensures that cash and securities are
promptly and effectively delivered between trading parties.
It is also responsible for the management, safekeeping
and administration of securities deposited. Additionally,
the segment offers added-value services such as global
securities financing and investment funds services.
More than 2,500 customers in over 100 countries use
Clearstream’s products and services, which cover around
315,000 domestic and internationally traded bonds,
equities and investment funds.
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Sales revenue increased by 11 percent to €700.3 million
Settlement transactions grew by 17 percent to 62.9 million
Value of securities deposited reached €9.7 trillion (plus 11 percent)

Dynamic business development

In 2006, Clearstream saw sustained growth in all busi-
ness areas. Its core business of settlement and custody
services accounted for 84 percent of sales revenue. The
value of assets under custody increased by 11 percent
year-on-year to reach €9.7 trillion. This growth is driven
both by international and domestic instruments, mainly
due to sustained primary market activity, i.e. the increased
issuance of Eurobonds and domestic debt securities. Issuers
provide new, mostly complex financial instruments, many
of them designed for cross-border investments, to create
new opportunities for investors. In the settlement business,
the total number of settlement transactions processed by
Clearstream went up by 17 percent to 62.9 million. Both
on- and off-exchange trading contributed to this growth.

Clearstream has continued to expand its global network,
opening new links to markets such as Russia and Croatia
and extending its service offering in others such as Turkey,
for which it now accepts government bonds for settlement
and custody in addition to equities. Furthermore, in De-
cember 2006, Clearstream became the first custodian to
offer the settlement and custody of Japanese government
bonds outside Japan. Clearstream’s network now spans
42 markets worldwide.

Clearstream has two main functions, one as an ICSD, the
other as a CSD for German and Luxembourg domestic se-
curities. As an ICSD it handles the settlement and safe-
keeping of Eurobonds and offers its customers settlement
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and custody services for internationally traded bonds and
equities. In 2006, Clearstream generated the larger part
of its sales revenue from the ICSD business which oper-
ates in a highly competitive environment. As a CSD,
Clearstream provides the post-trade infrastructure for
German and Luxembourg securities. Clearstream’s CSD
business in Germany has been built and developed in
close cooperation with market participants and provides

a high level of straight-through processing for the German
equity markets.

Improved core post-trade processes

As European settlement processes become more and more
commoditized, value is increasingly created by establish-
ing seamless cross-border interoperability. Clearstream has
been cooperating with market participants and infrastructure
providers for years to improve the efficiency of post-trade
services for cross-border transactions. The enhancements
to the Daytime Bridge and domestic market links serve
as examples for initiatives where Clearstream has acted
as a driving force.

Daytime Bridge: Moving towards real-time ICSD
interoperability

The Bridge is an electronic communications platform that
facilitates the efficient settlement of securities transactions
between counterparties at Clearstream Banking, Luxem-
bourg, and Euroclear Bank, a Belgium-based ICSD. It is
named after Pont Adolphe in Luxembourg, a bridge over
which trucks once physically delivered securities between
the two depositories. Today, the Bridge is the most active

securities link in the world and one of the best examples of
seamless interoperability between two competing infrastruc-
ture providers. Most settlements take place in the night
when participants can make efficient use of their collateral
resources. On a typical night, securities worth some

€80 billion are settled for customers around the world.

In 2004, to improve settlement efficiency and liquidity

in the market, the ICSDs introduced automated daytime
settlement via the Bridge. In March 2006, they added
pre-matching transmissions during the day to meet the
needs of global clients across multiple time zones. The
availability of earlier and more frequent matching has
facilitated fails management and increased the efficiency
of the settlement process, especially same-day settlement.
In March 2007, the ICSDs increased the capacity for
same-day transaction settlement and securities financing
across the Bridge. Input deadlines were extended and
the number of pre-matching transmissions and settlement
file exchanges was increased allowing customers to
benefit from:

m Later input deadlines for Bridge instructions

= Earlier feedback on matching, with earlier and more
frequent access to transaction repair and fails manage-
ment information

= Faster settlement turnaround

= More settlement opportunities throughout the day

Clearstream will continue to adapt the Bridge infrastructure
to the future needs of the capital markets, such as same-
day financing or maximum possibilities for transaction
management. By optimizing interoperability, Clearstream
provides efficient access to liquidity pools and improves ac-
cess to other major European and US markets.
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Settlement Roadmap: Maximizing settlement

efficiency throughout the day

Clearstream’s Settlement Roadmap delivers reliable same-
day services for internal settlement and improved settle-
ment turnaround with all core external markets.

In 2007 and 2008, the Roadmap will offer customers
enhanced real-time settlement capabilities, providing the
opportunity for immediate turnaround of internal instruc-
tions and optimized turnaround time of domestic and Bridge
instructions throughout an extended daytime period.
Clearstream’s Creation Settlement Engine will offer contin-
uous settlement processing throughout the day, combining
optimization algorithms with continuous fails lending
programs, thus enabling immediate transaction feedback
and greater settlement efficiency for its users. Customers
will benefit from:

Additional same-day settlement opportunities

Improved settlement feedback on same-day instructions
Earlier access to cash proceeds from settlement
Enhanced interoperability timings with external markets

The Roadmap will also offer better coverage of the Asian
markets through an earlier start of the daytime process
and further extension of cash and securities deadlines.
This will be supported by real-time reporting throughout
the instruction lifecycle via the full suite of CreationConnect
products.
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New Global Note: Standardizing monetary

policy operations

The end of June 2006 saw the successful introduction of
a new legal and holding structure for international debt
securities issued in global bearer form through the ICSDs.
This new structure (the New Global Note) is the result of
a market initiative led by the ICSDs, the International
Capital Market Services Association (ICMSA), the Interna-
tional Capital Market Association (ICMA) and leading
players in the international capital market. The New Global
Note has become mandatory for newly issued international
debt securities in order for these to be considered for
eligibility as collateral for Eurosystem monetary policy and
intraday credit operations since January 2007.

Asset servicing: Building on “best in class”
performance levels

The arena of asset servicing is becoming ever more
complex. Clearstream has set itself measurable targets in
the areas of corporate actions and income processing to
ensure “best in class” achievements for the timeliness,
accuracy, completeness and reliability of information as
well as for cash and securities movements. Clearstream
measures its own performance and shares the results
achieved against these targets with customers.

In addition, Clearstream continually improves its support
for market standardization (SWIFT, straight-through pro-
cessing), pro-active exception management, automated
income and corporate action compensation, as well as com-
prehensive tax services. The main objective of Clearstream’s
tax services is to optimize relief at source so that tax re-
claims become the exception. In the first three quarters
of 20086, relief at source was increased by 89 percent,
resulting in a decrease of tax reclaims by 35 percent.
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Innovative solutions for growing markets

While continuously expanding its core business, Clearstream
is also ideally positioned to create value by delivering
innovative and standardized solutions in fragmented and
less efficient areas. Key areas for investment include the
collateral management and securities lending sector as
well as the investment funds market. Clearstream challenges
existing processes and creates solutions that help the
industry to manage growth rates and to reduce risks whilst
enabling customers to lower their overall processing costs.

Global securities financing: Using the new platform to
create further business opportunities

The repo (repurchase agreement) market has increased
steadily throughout the past few years. The total value of
repo contracts outstanding, according to a semi-annual
survey among market participants, reached €6,019 bil-
lion in June 2006, a 13 percent increase compared to
€5,319 billion in June 2005. The growth of the repo
market is expected to continue with the move to secured
financing driven by the capital adequacy requirements of
Basel 1.

Clearstream’s global securities financing (GSF) services
support customers in pursuing their business objectives
by enhancing liquidity and controlling risk. They cater for
two basic types of need depending on whether the market
is securities-driven or cash-driven. In a securities-driven
market, borrowers gain temporary access to specific secu-
rities whilst lenders receive cash or other securities as
collateral. In a cash-driven market, borrowers give non-
specific securities as collateral using repos in order to
provide a safe source of liquidity. Clearstream'’s range of
GSF services offers customers a high degree of flexibility
in a secure, efficient and transparent environment.

While business is reaching record volumes and customer
requirements are evolving, Clearstream has continued to
develop its service offering. To meet the collateral manage-
ment needs of customers, Clearstream launched its new
triparty collateral management system, CmaX (Collateral
management eXchange), in October 2006. This new
system is the technical platform on which Clearstream will
continue to develop new and improve existing collateral
management services. CmaX focuses on enhancements
to triparty collateral management services, including new
functionalities, new report formats and content, new cus-
tomer notifications, and new legal agreements. CmaX is
designed to handle growing volumes in shorter times.
While in 1997 six employees at Clearstream worked full-
time to manually allocate USD 7 billion of collateral and
in 2001 the AutoAssign system was able to handle about
USD 30 billion in a timespan of between 17 minutes and
two hours, today CmaX allocates USD 30 billion in two
seconds, with new rules and including concentration limits,
which are now more complex than ever before.

Amongst the new functionalities offered by CmaX is the
first collateral reuse functionality for triparty repo. The
new service enables collateral receivers to reallocate col-
lateral as a guarantee from a triparty counterpart towards
another triparty exposure, this time as a collateral giver.
It removes a key limitation to the growth of the European
market share of triparty repo by making more collateral
available for customers.
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Investment funds: Delivering proven solutions

along the value chain

Clearstream is rapidly growing in its role as a provider
of solutions for the investment funds industry. In 2006,
Vestima™, its multi-market automated order-routing service
which is the only one to allow customers to choose their
preferred settlement route, attracted new customers and
was enhanced by new functionalities. Vestima™ was
introduced to new markets in Europe (Germany, Austria)
and Asia (South Korea, Hong Kong, Taiwan) and also
became the first fund order-routing system to accept
SWIFT’s new ISO 20022 messaging format. As a result,
more than 20,000 investment funds traded on a regular
basis are now available on the platform. Settlement
volumes in 2006 increased to 3.6 million transactions,
up 47 percent from 2005.

Luxembourg is Europe’s largest market for international
managed funds. A funds volume of approximately

€1.7 trillion is currently invested in Luxembourg, attract-
ing a net inflow of about €1 billion per day into the Grand
Duchy’s fund market. Although the industry has enjoyed
high growth rates, its post-trade area is characterized by
fragmentation, by manual transfers using fax and phone,
and therefore by operational risk. Clearstream is introduc-
ing a new solution to improve the efficiency of post-trade
processing and to reduce risk for the industry: the Central
Facility for Funds (CFF) provides users with the same
standards and electronic processes of execution that have
already been established for bonds and equities. CFF
automates and synchronizes the exchange of cash and
fund units between transfer agents and fund distributors,
thereby eliminating the inherent settlement risk. It will
become a central hub open to transfer agents for Luxem-
bourg-domiciled funds as well as to domestic and
international distributors or large institutional investors.
Several major market participants have been involved in
developing the product. The service was launched in
March 2007 to all customers and could be extended to
other investment fund markets that have many features
in common with the Luxembourg market.
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New hub to simplify settlement of funds in Luxembourg

Current transfer agent model

Investors
Fund super- Distributor Custodian/ Bank
market Broker
Transfer Transfer Transfer Transfer
agent agent agent agent

New Central Facility for Funds (CFF)

Investors
Fund super- Distributor Custodian/ Bank
market Broker
Central Facility for Funds
Transfer Transfer Transfer Transfer
agent agent agent agent

Advantages of CFF from the customers’ perspective

= Single point of access

m Reduced systemic and operational risk

= Delivery versus payment: synchronous cash and securities settlement

= Central and standardized straight-through processing of corporate
action and income events

= Open and flexible access to order placement solutions
(e.g. proprietary systems, Vestima™)

= Consistent service levels at contained cost
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Market-driven solutions for
harmonization and transparency

Even after the introduction of the euro, Europe has sev-
eral currencies, many different languages, infrastructures,
legal systems and tax regimes. Therefore, it is no surprise
that in Europe cross-border equity clearing and settlement
has been less efficient by comparison with national sys-
tems such as the US market. As long as the diversity of
national fiscal and regulatory regimes persists, Clearstream
concentrates its efforts on the development of market-led
solutions to deliver further transparency, interoperability
and unbundling, as well as on identifying ways to create
more efficiency in post trading.

In July 2006, the European Commission accepted the
industry’s proposal that market participants abide by a
Code of Conduct on cash equities clearing and settlement.
The Code is the extension by the European Union of a
Code of Best Practice written by market participants under
the auspices of the European Central Securities Depository
Association (ECSDA) and the Federation of Stock Exchanges
(FESE).

Four key points define the Code of Conduct which has
been signed by both Clearstream Banking AG, Frankfurt,
and Clearstream International S.A., Luxembourg: price
transparency for clearing and settlement of equities
(already established in 2006), interoperability between
exchanges, clearing houses and other players (to be
achieved by 30 June 2007), separate accounting of
clearing and settlement activities, and price unbundling
for main services and activities (both by 30 December
2007). While Deutsche Borse Group already complies
with many requirements of the Code, such as price trans-
parency, work on adjustments to accounting separation
and price unbundling is in progress so that the Code can
be implemented by the end of 2007.

Clearstream also plays an active role in the work groups
set up by the European Commission to tackle the barriers
to a unified European clearing and settlement infrastructure
outlined by the Giovannini group. Six of these 15 barriers
do not stem from differences between countries in legal,
regulatory or fiscal procedures and can thus be addressed
by market participants. Some progress has been made,
as for example with those barriers involving securities
identifiers, corporate action practices, intraday finality of
settlement and operating hours for depositories.

Industry awards

The most significant reward a service provider can receive
is the recognition of its customers. Independent industry
surveys are an indicator for such recognition and Clearstream
has repeatedly succeeded in them.

m For the third consecutive year, Clearstream was classi-
fied as “top-rated” international central securities
depository (ICSD) in the annual survey conducted by
Global Custodian magazine. In addition, in 2006,
Clearstream was the only ICSD to receive “Best in
Class” awards in all ten service categories.

m For the second year in a row, Global Custodian maga-
zine rated Clearstream as Europe’s best provider of
tripartite repo services to the international securities
market. Clearstream thus secured the leading position
in five of the last six years.

m |n its annual repo survey, Euromoney ISF magazine
rated Clearstream as the world’s leading triparty agent.
This is the second independent survey after that con-
ducted by Global Custodian magazine which recon-
firms Clearstream’s rating as the best triparty provider
in the world.

m For the seventh consecutive year, Clearstream received
the Quality Recognition Award by JPMorgan Chase
Bank in recognition of a 99.46 percent straight-through
processing rate for its funds transfer operations area.
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Market Data & Analytics

“Act on facts” — the faster and more accurate the infor-
mation investors receive about trading activities on the
capital markets, the more precisely they will be able to
react. Share prices and trading volumes, statistics and
the resulting key indicators make trading transparent.
Together with indices and company-specific master data,
they form the basis for further transactions. The Market
Data & Analytics segment prepares this data and makes
it available to its customers.

The business generated by Market Data & Analytics is
largely independent of trading volumes on capital mar-
kets. The segment generates a major part of its sales
revenue by delivering data packages to a growing number
of subscribers. These packages — primarily prices and
reference data — are regularly updated by Market Data &
Analytics with new content and functions and adapted to
the needs of market participants. This continual innova-
tion is also reflected in sales: in 2006, 12 percent of the
segment’s revenue was attributable to products and ser-
vices that had been designed and launched on the market
in the previous three years. A total of 21 new products
and services were introduced in the year under review
(2005: 13).
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Sales revenue up by 14 percent to €148.1 million

12 percent of sales revenue generated with new products and functions
CEF® data feed diversified according to customer needs

Index offering expanded to include new regions and asset classes

The business of Market Data & Analytics can be broken
down into the following areas: Issuer Data & Analytics
(index business), Front Office Data & Analytics (sale of
price information) and Back Office Data & Analytics
(reference data business). Over the past year, Market
Data & Analytics increased its sales revenue in each of
these areas. The sale of price information is the main
source of revenue for the segment.

Issuer Data & Analytics: Dynamic
expansion of the index family

Deutsche Borse is one of the most renowned and innova-
tive index providers in the world. Issuers use indices as
the underlying instruments for both derivative and struc-
tured products; investors use them as benchmarks to
assess the performance of their investments. Customers
of the Issuer Data & Analytics business area are primarily
issuers of structured products, providers of exchange-
traded funds and fund managers.

By systematically expanding its index families, Deutsche
Borse has become a global provider of German and inter-
national indices for the shares, bonds, volatility and
commodities asset classes. In 2006, among other things,
it made changes to DAX regulations and its range of strat-
egy indices as well as establishing new index families.
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New DAX regulations: Deutsche Borse tracks the German
equity market using the DAX®, MDAX®, SDAX® and TecDAX®
selection indices. The DAX index has a beacon function
for the German capital market. Owing to its high quality
and transparency, it has been the most trusted underlying
instrument for certificates and warrants in Germany for
years. In the year under review, the number of new issues
based on the Deutsche Borse blue-chip index increased
by 32 percent to some 17,000. Deutsche Borse has
calculated the DAX index since 1988, systematically
developing the criteria for including shares in the index
and for index calculation ever since. In 2006, for example,
Deutsche Borse extended the DAX regulations, allowing
companies with operational (but not legal) headquarters
in Germany to qualify for membership of the DAX index.
In addition, Deutsche Bdrse has recalculated the index
every second since the beginning of last year (previously
every 15 seconds).

Strategy indices: In addition to the blue-chip indices,
Deutsche Borse has offered strategy indices as part of the
DAXplus family since 2005. These mirror popular invest-
ment strategies. DAXplus Covered Call and DAXplus
Protective Put have been part of the index family since
2006. Both of these indices reflect derivatives strategies
involving options. This gives investors the opportunity

to invest in the DAX index while protecting themselves —
at least to a certain extent — against price drops. Finally,
with the LevDAX, Deutsche Borse provides the market
with an index that permits investment in the DAX with
an additional leverage feature.

International indices: In 2006, Deutsche Borse launched
its new DAXglobal® index family. With the indices of this
family, investors can put money into international equity
markets. DAXglobal® BRIC focuses primarily on the
growth regions of Brazil, Russia, India and China. Other
indices track Russia and India separately. Through their
innovative construction based on ADRs (American Deposi-
tary Receipts), the indices are particularly suitable as
underlying instruments for financial products. ADRs rep-
resent shares and are traded like shares on foreign stock
exchanges such as London or New York. Only highly
liquid stocks guaranteeing easy tradability are included in
the index. DAXglobal® Alternative Energy allows investors
to participate in the development of major companies
active in the field of alternative energies.

Commodity indices: The CX® index family for commodities
was created in autumn 2006 specially for financial in-
vestors. It tracks the development of the largest and most
liquid commodities markets in five classes: Agriculturals,
Energy, Precious Metals, Industrial Metals and Livestock.
With a highly innovative concept, Deutsche Borse was
able to facilitate the necessary regular alignment of the
index composition, thereby making it easier to track the
commodities markets.

Front Office Data & Analytics: Tailored
CEF offering

The Front Office Data & Analytics business area processes
the trading data of Deutsche Bérse Group and its interna-
tional cooperation partners, enhances it in the form of
data packages and transmits them to customers via its
CEF data feed. Recipients and users of these data pack-
ages are capital market players such as the front offices
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of investment consultants, fund managers and trading de-
partments at banks, as well as private investors. The data
packages contain information on international shares,
futures contracts, bonds, warrants, indices and exchange-
traded funds. CEF transmits real-time data, i.e. the price
of securities is transferred directly to trading screens, ter-
minals or the Internet at the precise moment of its deter-
mination.

Trading is currently dominated by two trends. Firstly, algo-
rithmic trading is growing steadily in importance. Here,

a computer automatically provides the market with buy
and sell orders once specific predefined parameters have
been fulfilled; maximum speed and quality are therefore
required from data providers. Secondly, customers demand
data that tracks market depth as extensively as possible —
to enable them to make decisions based on the complete
chronology of all trade and pre-trade information. Prod-
ucts and their content were optimized in order to provide
all customer groups with the exact data volume in the
precise quality and at the precise speed required. Customers
can now determine the type and volume of data provided
to them via the CEF data feed.

CEF: The complete data feed can transmit a volume of
over 540 million messages a day (as at January 2007).
Data is received on over 330,000 instruments.

CEF alpha®: Via a software client customers can select —
from the relevant cash and derivatives market data
records — real-time information about up to 100 instru-
ments and feed it directly into their automated trading
applications. They can change this selection several times
during the trading day.

The Group The Financials

CEF DataSelect: Customers have the option of choosing
between data from up to 3,000 instruments from the
entire data portfolio of Deutsche Borse and its coopera-
tion partners.

CEF ultra: Customers are constantly provided with com-
plete trading and order book data from Eurex at the pre-
cise moment of its determination. Customers who opt for
this data package are in a better position to judge, based
on the order book structure, how the market is develop-
ing. As with CEF, CEF ultra transmits data in a binary
format; however, CEF ultra data records are smaller and
the transmission speed is higher. CEF ultra is designed
to process over 100,000 messages per second, thereby
ensuring that this raw data reaches end customers “ultra
fast”. Even at such high volumes, CEF transmits data
with a delay of barely a millisecond. This is particularly
attractive for traders who use algorithmic trading programs.

In addition, the Front Office Data & Analytics business
area expanded its data offering for end users and vendors
over the past year: with “Real-Time Analytics”, they receive
analytical key indicators in addition to the transmitted cash
and derivatives market data. This includes, for example,
index weightings, liquidity indicators and dividend yields.
Added to the Eurex package was Strategy Wizard data,
which can be used by market participants to pursue spe-
cial trading strategies.
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Back Office Data & Analytics: Extension
of existing services

The Back Office Data & Analytics business area consoli-
dates, cleanses and distributes price and reference data for
the middle and back offices of financial institutions world-
wide. With the WSS Wertpapier-Service-System (securities
service system) Market Data & Analytics provides a central
platform for calling up securities master and maturity data
as well as share price information. Since October 2006,
the WSS offering has been supplemented by additional data
relating to international corporate actions; since Decem-
ber 2006, WSS customers have also received information
from two providers of prices outside Germany. Further-
more, the business area provides validated master and
maturity data from Deutsche Borse Group’s processes
directly to vendors via the PROPRIS® data product and
provides reporting to the Bundesanstalt flir Finanzdienst-
leistungsaufsicht (BaFin — the German Federal Financial
Supervisory Authority) via the TRICE® system. In addi-
tion, the business area has entered the counterparty data
business by means of a majority interest in Avox Ltd. (see
column on the right). Completing the offering is the provi-
sion of cleansed historical price data relating to trading on
all Deutsche Borse Group markets.

Market Data & Analytics’s back office business is the area
most closely linked to trading on the markets: the higher
the trading volume on the cash markets, the higher

the demand for data for the back office and the greater
the number of data records to be reported to BaFin.

Avox: A successful start

In September 2005, Deutsche Borse acquired a 51 per-
cent interest in Azdex Ltd. which had been set up at the
initiative of financial institutions two years before that. In
April 2006, the company changed its name to Avox and
its business was systematically developed and expanded.
Avox specializes in customer and counterparty data
cleansing, for financial institutions. Through independent
research, Avox examines the data submitted by cus-
tomers. In the event of inconsistencies, Avox verifies the
data delivered by different customers again, correcting
or supplementing it if necessary.

This data includes information such as company name,
historical names, registered address, addresses of loca-
tions, industry, official identification numbers, URL, own-
ership structure and ticker symbol, as well as information
required for MiFID customer classification data fields.
Avox uses commercial and company registers, data from
corporate actions or banks themselves as data providers.
This ensures that the confidentiality of the data is guaran-
teed at all times.

Data is cleansed continually, not just on specific days:
customers supply a continuous stream of new and modi-
fied data that Avox then verifies and forwards to all mem-
bers of the Avox Community. On the one hand, customers
can use the data verified by Avox to comply with the in-
creased regulatory requirements brought about by the
implementation of the Third Money Laundering Directive,
Basel Il and MIFID (see page 45); on the other hand, this
data can be used by customers to estimate their overall
credit risk or internal netting effects and cross-selling po-
tential. So far, Avox has cleansed more than 600,000
company data records from 140 countries, thus estab-
lishing the leading network of its kind. Members of the
Avox Community include international financial institu-
tions such as Citigroup, Barclays Capital, the Royal Bank
of Scotland and Dresdner Kleinwort.
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m Sales revenue down by 22 percent to 93.9 million after deconsolidation of

the entory subgroup

m System performance upgraded to match exponential rise in transaction loads
m Round-trip times cut by two-thirds due to expanded network and computing

capacities

m Established as provider of IT sourcing solutions for the financial services industry

Three key technology trends are driving the capital
markets and the demands placed on market operators
such as Deutsche Borse Group: network technologies
are becoming more and more powerful, high-perfor-
mance computers are available at lower prices and
trading strategies that can be implemented by market
participants using these new technologies are increas-
ingly modeled in real time by the systems. Building and
operating high-performance systems — along the entire
value chain from order placement to fulfillment - is the
fundamental challenge for a specialized system service
provider such as Deutsche Bdrse. The Information
Technology (IT) segment not only assures the smooth
operation of Deutsche Borse Group’s business areas, it
also flexibly meets customer needs and demands.

Competition to offer the most efficient technology in the
financial sector is growing fast, as seen not least by the
system performance required for computer-based
automated trading (algorithmic trading), which is therefore
improved continually. The more powerful systems also
allow more complex algorithms to be used, meaning that
post-trade services such as real-time risk management,
continuous settlement and extended straight-through pro-
cessing (STP) can be offered. In 2006, the IT segment
once again deployed its resources primarily to optimize its
systems and processes. It also created structures for an-
ticipating customer requirements and developing solu-
tions for these as quickly as possible.

Systems: Faster links, more capacity

According to current estimates, computer-based trading
systems already generate more than half of the trading
volume on some markets. This is driving demand for
more detailed order book information that must be avail-
able more quickly. In the past three years alone, the vol-
ume of algorithmic trading on the Eurex® trading system
has quadrupled. At the same time, the number of quotes
has exploded: by a factor of four in 2005, and at peak
times by a further 2.5 times in 2006. On 13 June 2006,
the trading volume reached a new record of more than
12 million contracts in a single day, while quotes had
already jumped to a new record of just under 230 million
in a day.

The rapid growth in volumes is due to the new computer-
based quotation and trading systems of the market partic-
ipants — i.e. Deutsche Borse Group customers — and the
greater volatility in the markets. The IT segment was able
to align its systems for trading, clearing, settlement and
information dissemination smoothly and quickly to the
changed market requirements by further expanding its
network, server and mainframe computer capacity. At
the same time, measures implemented across the entire
trading infrastructure — from the back end, the backbone
and the last mile to the customer, down to the front-end
architecture — cut the round-trip times by two-thirds.
This means that today very short round-trip times are
attainable: less than 10 milliseconds on Eurex and just
over 20 milliseconds on Xetra®.
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The more volatile the markets, the more quotes in the derivatives market
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The IT segment started by expanding its computing ca-
pacity. This is possible without any significant software
changes, thanks to Deutsche Borse's scalable architec-
tures. Following this, performance was further enhanced
by new releases for Eurex (November 2006) and CEF®
(June and December 2006). For the basic link to Xetra
and Eurex, the IT segment quadrupled network capacity
to 1 mbit/s for Eurex and 512 kbit/s for Xetra in Decem-
ber 2006. Within only five months, IT installed more than
1,500 network channels worldwide, in 935 installations
at more than 500 Deutsche Borse Group customer loca-
tions — in parallel to the existing links and in continuous
operation.
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The IT segment also established the conditions to allow
market participants to further extend their links to
Deutsche Borse Group systems:

= They can now receive the complete, unnetted Eurex
order book data sent in real time even faster via band-
widths of up to 10 mbit/s.

= |T implemented the broadband communication archi-
tecture based on Ethernet technology so that, going
forward, network capacity can be increased even
more easily going forward.

= At the end of 2006, IT also rolled out the first version
of a purely network-based interface for Eurex. This
will allow participants to make their own hardware
and operating system choices, giving them an edge in
the competition for the most efficient use of technology.
The entire project — from design to production roll-out —
took less than half a year.
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Since September 2006, customers have also been able
to use “Proximity Services” and thus place elements of
their trading infrastructure in close proximity to Deutsche
Borse’s trading systems and data processing services in
Frankfurt. This allows them to minimize latency, i.e. the
physical delay that results when data is transferred across
geographical distances. Although it travels at almost the
speed of light, data takes, for example, around 100 milli-
seconds to reach the computer of a market participant in
the USA from the mainframe in Frankfurt.

IT is not only making its own systems more powerful,

it also advises market participants on how they can tune
their in-house infrastructure to reach maximum speed.
Optimum performance is only possible if the entire trans-
mission chain from the Deutsche Borse mainframe to the
customer’s trading desk has been fine-tuned.

New technologies and the resulting changes in trading

strategies have also had an impact on post-trade processes:

the IT segment extended the system capacity for risk man-
agement, clearing, settlement, custody and data distribution
at the same time as the capacities on the trading side.
In addition, the collateral management algorithm was
expanded in order to make optimum use of customer
collateral. The process was accelerated substantially and
the STP rate increased in custody transactions.

In 2007, the IT segment will further optimize the systems
in use for trading, clearing, information dissemination

and settlement to further increase speed, throughput and
system reliability. In terms of technology, this will see the
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phased migration to multi-core technology, which will
enable system capacity to be expanded cost-effectively.
The IT segment will use more flexible network connection
options to meet the customers’ increasingly individual
requirements. The main focus in the post-trade areas is
on processing instructions in real time, i.e. as they occur
rather than at fixed time intervals. In total, the throughput
time from entering to settlement and reporting will be re-
duced to five minutes.

Processes: Driven by internal and
external factors

In the high-tech world, many people like to equate inno-
vation with disruptive inventions. However, innovation
does not just mean completely new developments, but
also the continuous optimization of existing systems and
internal processes. The drive for innovation comes both
from customers and from a company’s own employees.
To exploit its internal expert knowledge, the IT segment
launched a phased continuous improvement process

in the past year, starting with Luxembourg and the USA.
This combines aspects of the traditional employee sug-
gestions system with a software-based ideas management
process. Regardless of whether an idea could improve ex-
isting products or processes immediately, or with a more
medium- to long-term horizon, it is validated using a
standardized procedure. In addition to continuous process
optimization, the IT segment uses this procedure to iden-
tify ideas that can be used as intellectual property.

At the same time, the Knowledge Management team tested
the “CoMe On” tool in a pilot operation, in order to leverage
Deutsche Borse Group’s internal expertise more effectively.
CoMe On is a search engine that searches for text in all
existing documents, independently of where the information
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is stored in the various directories of Deutsche Borse Group.
During the search process, it identifies and categorizes
all references to similar topics, individuals involved, com-
petitor information and concepts, and uses them as the
basis for answers to future search queries. This form of
search prevents the wheel from being reinvented in a
department if the problem has already been addressed in
detail elsewhere in the Company.

In addition, the IT segment is expanding the external
science, research and consulting network which it uses as
an ideas pool. The existing Technology Screening & Adop-
tion Process again produced a range of new products
and services in 2006. One example: together with the
University of Brussels, Deutsche Bdrse Group employees
evaluated software products that use linear programming
methodologies. The chosen solution forms the basis for
the new CmaX service (Collateral Management eXchange),
that Clearstream offers to its customers (see page 30).

For a product to be successful, it not only has to be pow-
erful, it also has to be available on the market as quickly
as possible (short “time to market”). Innovation at
Deutsche Borse Group encompasses the entire process —
from the origination of an idea and its validation to its
implementation in the market. As a rule, the IT segment
uses prototypes and involves existing users to test whether
an idea is market-ready, thereby keeping development
costs to a minimum. In 2006, developments by the IT
segment included a model for real-time risk calculation that
protects the market against problems such as quotation
systems with incorrect parameters. This prototype is now
being developed to the production stage.

High quality standards of IT processes confirmed

Players who wish to be cost-efficient and successful on
dynamic markets must be able to rely on the quality of
their processes. The certification of Deutsche Borse IT
according to the international standard ISO 9001: 2000
was renewed last year. In addition, the Delivery area of
the Deutsche Borse was certified according to “ISO/IEC
20000:2005 Information Technology — Service Manage-
ment”; this means that the operational processes are
highly standardized and comply with strict quality re-
quirements. According to itSMF, the international recog-
nized IT Service Management Forum, Deutsche Borse is
one of the few IT service providers in the international
financial sector to have obtained certification under this
relatively new standard — and the first certified company
in Germany and Luxembourg.

New development center: IT subsidiary
in the Czech Republic

In May, Deutsche Borse Group established a subsidiary
in Prague — Deutsche Borse Services s.r.o. — in order to
be able to offer its customers an even more attractive cost
structure as well as optimal performance. This new sub-
sidiary is designed to support the Group’s IT application
development function and to perform tasks that were pre-
viously assigned to third-party service providers. In this
way, the Group aims to further expand its core competen-
cies in the strategically important area of Information
Technology cost effectively. The Czech Republic was cho-
sen as the location for the new subsidiary following a
comparison of economic efficiency in the Central and
Eastern European members of the European Union.
Among other things, the country offers a large number

of excellently trained IT specialists with good English and
German language skills. In 2007, Deutsche Borse Ser-
vices s.r.o. will be more closely integrated with the IT
segment’s service portfolio.
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“Go to Market”: Business with financial
services providers expanded

As part of its “Go to Market” strategy, the IT segment
successfully marketed its core competencies — building and
operating exchange technology — and again proved itself
one of the leading suppliers of specialized IT sourcing so-
lutions for financial services providers and market operators
in 2006. In Luxembourg in particular, the segment ex-
panded its market presence after having been awarded
the status of a “Professionnel du Secteur Financier” by the
Luxembourg Finance Ministry the year before.

Its portfolio of services for other enterprises in the finan-
cial sector can be broken down into four areas: Access
Products, Insourcing, IT Managed Services and Applica-
tion Service Provision.

Access Products: In 2006, Deutsche Borse Group opened
up its international communications network, which has
over 3,000 links to financial services providers, to exter-
nal customers. This means that market participants not
only have simultaneous access to 14 Group applications
—including Xetra, Eurex, CCP, Creation and CASCADE —
but also to the services and data provided by Deutsche
Borse's partners from the financial sector. One of the first
partners to make use of this opportunity is Fortis, which
is offering its trading and clearing services as an interme-
diary via the Group-wide network. Customers linked to
the network can now access these services directly.
Another service operated by the IT segment, this time to-
gether with the SWIFT Service Bureau, is the entire SWIFT
infrastructure for the Group and for 28 external customers.
In 2006, Natexis Banque Luxembourg was acquired as
an additional customer for this access product.

Insourcing: Customers — from the financial and other
sectors — also benefit from Deutsche Borse IT's skill

in continuously optimizing systems and processes and
in anticipating market requirements.
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= The IT segment designed, built and launched a
platform for intraday electricity trading for the Euro-
pean Energy Exchange EEX. Less than four months
elapsed between the date the contract was signed
and the date the system went live.

= After Eurex’s sale of 70 percent of the shares in U.S.
Futures Exchange L.L.C. (USFE) to the Man Group,
Deutsche Borse IT was selected to operate, maintain
and upgrade the core USFE systems for a period of
three years.

IT Managed Services: LuxTrust, an agency for digital
certification, selected the u-Trust consortium to build and
run a public-key infrastructure (PKI) following a Europe-
wide tender. The Luxembourg arm of the IT segment is

a key partner in this consortium. The task is to provide
an infrastructure for the certification, registration and
authentication of electronic messages such as electronic
signatures.

Application Service Provision: The IT segment is enter-
ing into partnerships with software service providers in
the financial sector and is developing new business areas.
Among other things, it is offering solutions for global risk
Management together with Reuters. In addition, it markets
products from a number of software specialists (such as
Information Mosaic, Fernbach-Software and Callatay &
Wouters) and provides support services for the financial
sector together with these partners. Customers include a
major European bank, which uses the Mosaic services
on offer.

Customers value this focus on four areas, as shown by
the recently published study by Pierre Audoin Consultants
(PAC), one of the leading European IT analysts. Deutsche
Borse Group’s IT segment ranked fifth among the top
insourcing suppliers in terms of sales revenue.
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Operations

Challenging the status quo is at the heart of improving
business processes, and continuous improvement
remains the key operational target of Deutsche Borse
Group. Where can the Company service its customers
better? How can it reduce risks, increase speed and
shorten time-to-market cycles? In 2006, Operations
reinforced its efficiency initiatives, thus containing cost
despite higher business volumes and increasing com-
plexity in the securities industry — while customer satis-
faction remained at historically high levels.

Trading, clearing, settlement and custody, as well as infor-
mation dissemination are the core processes within the
integrated value chain of Deutsche Borse Group. Operations
serves all business segments by ensuring that customers
have their transactions processed quickly, reliably and
competently while obtaining transparent reporting, efficient
exception management and personal support. In addition,
it coordinates the development of system functionality
throughout the Group and pools customer service for the
Group’s operating activities. Almost one-third of Deutsche
Borse Group’s employees work in Operations.

Managing strong growth in a wide range
of markets

Operations operates or controls four exchanges in the
cash market (the Frankfurt Stock Exchange with its two
market models Xetra® and floor trading, as well as the Irish
Stock Exchange ISE and the European Energy Exchange
EEX), a further two marketplaces for derivatives (Eurex,
EEX), the two market-places for trading bonds, Eurex
Bonds® and Eurex Repo®, and a central counterparty for
four markets (for clearing cash market transactions in

Operation or control of eight marketplaces

24-hour global coverage for 2,500 customers in 100 countries
Settlement volume of 62.9 million transactions (plus 17 percent)
More than 590,000 processed corporate actions (plus 26 percent)

Frankfurt, for Eurex, ISE and EEX). With Clearstream it
also manages an international and a national central se-
curities depository: Operations processes settlement and
custody services for more than 250,000 different securi-
ties in 42 markets.

Due to stronger trading activity on the cash and deriva-
tives markets as well as healthy new issuance figures,
especially for cross-border investments, the volumes
processed by Operations increased significantly in 2006.
On Deutsche Borse Group systems alone, Operations
processed 205.8 million transactions on the cash market
(plus 28 percent year-on-year) and 1.5 billion contracts
traded on Eurex (plus 22 percent). For Clearstream, Oper-
ations processed 62.9 million transactions (plus 17 percent)
and a total of 590,715 corporate actions for Clearstream,
the custody volume totalled €9.7 trillion (plus 11 percent).

Rapidly growing variety and complexity
of instruments

The variety and complexity of financial instruments across
all asset classes has increased considerably over the
past years. For example, the number of financial instruments
tradable on the Frankfurt Stock Exchange grew from
84,275 in 2005 to 155,048 in 2006. The time when
plain vanilla bonds were the rule and the required corpo-
rate actions for securities were limited in their nature has
long since passed. Today, investors and service providers
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Operations manages growing processing volumes

2006 2005 Change

%

Cash market transactions m 205.8 161.1 +28
Derivatives market contracts m 1,527 1,249 +22
Settlement transactions m 62.9 53.9 +17
Custody volume € trillion 9.695 8.752 +11
Corporate actions 590,715 467,808 +26
Income events 417,641 339,067 +23
Non-income events 173,074 128,741 +34
Reversal rate % 0.93 0.83 +12

alike face a myriad of investment alternatives. Asset-
backed securities, index-linked structured products and
other instruments make quick and reliable processes a
demanding task for the custodian. In this business environ-
ment, the market requires the provision of information
from various sources as well as the processing of different
income and cash flows.

Improving efficiency by increasing
straight-through processing

Despite growing business volumes and increasing com-
plexity, Operations optimized processes along the entire
securities value chain, thus containing the cost base. This
was achieved thanks to the TOP program, an ongoing
efficiency enhancement initiative started in 2005. Three
quarters of the ambitious goals of the program were deliv-
ered according to plan by the end of 2006. By reengineer-
ing business processes, notably in the fast moving area of
trading as well as in the riskier parts of custody, Operations
achieved sustainable efficiency gains against the baseline
of 2005. Most efforts aim at higher rates of automation
and straight-through processing (STP), thus reducing risk,
costs and delivery times. Indeed, the higher the degree of
automation and the greater the capacity for volume loads,
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the smaller the risk of manual processing errors. In 2006,
Deutsche Borse Group invested about 20 percent of its
total product development portfolio in projects aiming at
efficiency improvement. The TOP program proved to be

a success: for three years in a row, Operations enhanced
process efficiency by 15 to 19 percent year-on-year. In
addition, supplier fees were renegotiated and streamlined.
While the processed volume of assets under custody more
than doubled over the past three years, the safekeeping
expenses rose by only 50 percent.

Business process optimization for core custody
processes

As a custodian, Clearstream handles corporate actions,
which include stock splits, debt restructuring programs,
and income events, such as dividend payments. Information
has to be collected from the issuers, validated to ensure
integrity and then provided to customers. They in turn
give investment instructions that Clearstream executes.

In the past, the issuers’ data was neither collected sys-
tematically nor was the greater part of customer instruc-
tions received in a standardized manner. Operations has
streamlined these processes by adopting an end-to-end
approach, e.g. aligning the elements of the income process
from data collection to dividend/coupon credit. Informa-
tion on payment dates is now entered in a standardized
fashion into the system with each new issue. After both
data collection and messaging systems have been stan-
dardized, the instructions can be automatically processed
by Deutsche Bdrse Group’s systems. Operations continu-
ously strives to increase the STP rate, data quality and
timeliness by deploying a flexible business-rule-based pro-
cessing model. Customers benefit from an increase in
quality, from reduced operational and reputational risk as
well as from lower financing costs.

43



44

Operations

Data warehouse for automated management reporting
Anticipating ever increasing customer and regulatory re-
porting requirements, Operations has developed a data
warehouse strategy addressing consolidation issues and
creating more transparency. Last year, Operations im-
proved its data warehouse StatistiX® following this strat-
egy. In addition, data processing speed and data avail-
ability were enhanced.

With a storage capacity of seven terabytes, StatistiX is one
of the largest data warehouses in the financial industry.

It allows for automated management reporting on the
performance of suppliers and internal processes. The new
infrastructure provides rapid “right-time” delivery as well
as analysis of the vast amounts of data generated by
Deutsche Borse Group and its customers. Another output
are customer scorecards which provide customers with

an accurate reflection of the levels at which contracted
services are delivered. The target of these developments
is to assist Operations in becoming both more efficient
and more customer-focused.

Redesigning the product development
process for more quality and speed

In addition to enhancing the processing of transactions,
Operations implements new functional requirements in
the Group’s IT systems on a regular basis. With some
135 staff in the area of Group Functionality, Operations
acts as an interface between customers and IT develop-
ment. It bundles and defines customer requirements for
the entire Group and commissions IT implementation.

Operations also plans the portfolio of future projects and
approves all functional system innovations for use in
daily production. By implementing cross-functional project
teams, it was able to achieve a greater coherence and
robustness in the solutions delivered, for example, in the
areas of fund order management, core custody operations
including data cleansing, as well as real-time cash and
securities settlement platforms. Among the most impor-
tant projects was Eurex Release 9.0 at the end of 2006,
which introduced foreign exchange options, and the new
collateral management system CmaX which enables the
reuse of collateral for the Group’s customers (see pages
26 and 30). The success of this cross-functional approach
is reflected in the reduced time-to-market cycles, lower
implementation costs and seamless roll-out.

Improving customer services

Listening to the customer is at the core of improving
processes. That is why day-to-day users of Clearstream’s
services were asked to rate the servicing performance

in an online survey. The feedback from the survey is con-
sidered in the next roadmap for enhancements. Tracking
customer queries systematically, Operations can identify
pain points and solve them by feeding them into the
product development cycle, which creates a basis for

the initiation of process improvements.

In 2006, Operations also developed an e-learning portal

that enables customers to manage their individual training
needs on demand. This allows customers to understand

the full potential of the tools made available to them, and
to fully benefit from the new infrastructure.

At Deutsche Borse Group, customer servicing is seen as a
key differentiator in the market; it has been evolving from
a pure point of contact to a solution center.
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MiFID — Challenge and Opportunity

The EU Markets in Financial Instruments Directive (MiFID) is the centerpiece of the
European Commission’s Financial Services Action Plan. It establishes a uniform legal
framework for the European financial sector which, as a result, faces new require-
ments — ones that Deutsche Borse already fulfills.

EU directive for an integrated financial market:

High requirements and a tight deadline

MiFID’s goal is to create an integrated EU financial market
with effective protection for investors, while improving the
efficiency of the entire market. MiFID requires financial
services providers to achieve “best execution” for customer
orders and thus promotes transparency in equity trading.
EU member states had until the end of January 2007 to
incorporate the new rules into national law, while the fi-
nancial sector must apply these as of 1 November 2007.
This deadline does not pose a problem for Deutsche
Borse Group since it already meets the requirements of
the new EU directive in full on its own trading platforms.
In addition, it offers its customers extensive services that
enable them to align their processes with MiFID without
the need for major investments.

Key requirements of MiFID already in place:

Best execution and transparency

MiFID not only imposes strict requirements regarding
company organization — e.g. risk management, corporate
governance and management of conflicts of interest —

it also applies to large sections of the securities trading

value chain. Although the directive mainly relates to
shares, individual provisions cover all financial instru-

ments, including funds, bonds and certificated derivatives.

From a stock exchange operator’s perspective, the key
aspects are:

Best execution: When executing orders, financial ser-
vices providers are obliged to implement processes and
procedures that allow them to achieve the best possible
result for their customers. Best execution is primarily
determined by the following core factors: costs, bid-offer
spread, liquidity, speed, probability of execution, trans-
parency and extensive data and reports regarding execu-
tion quality. The two market models Deutsche Borse pro-
vides for the cash market — Xetra® and floor trading —
have a benchmark function with regard to the factors
mentioned; they offer maximum liquidity in all tradable
securities (more than 150,000 in total) and thus facilitate
efficient trading. Deutsche Borse monitors trading quality
on both platforms based on performance measurements.
For securities in continuous trading on Xetra, the so-called
Xetra Liquidity Measure (XLM) is calculated. On the trad-
ing floor of the Frankfurt Stock Exchange, the following
factors, among others, are measured during the entire
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trading day from 9 a.m. to 8 p.m. (CET): the quotation
volume, bid-offer spread, execution speed and quote
presence (the proportion of trading time for which a lead
broker has allocated a valid quote). Furthermore, the lead
brokers on the floor of the Frankfurt Stock Exchange guar-
antee that orders from private investors in German blue-
chip companies are executed without spread in the same
period of time.

Transparency: MiFID requires transparent information —
including for the general public — both before trading (bid
and ask prices, market depth) and directly after conclud-
ing transactions (price, trading volume, timing of transac-
tions). Deutsche Borse already fulfills this requirement in
full with the market data made available to the public by
Market Data & Analytics. Moreover, Deutsche Borse has a
transparent pricing model and shows trading, clearing
and settlement fees separately.

Additional offers for financial services providers:

Xetra BEST and MiFID Toolbox

As an additional service, Deutsche Borse offers financial
services providers Xetra BEST®, a system that allows banks
themselves — or a third-party counterparty — to become
the counterparty to their customer orders as “best execu-
tor”. This “best executor” can only conclude a transaction

if it can offer an even better price than the one at which
the customer could execute the order on Xetra. The cus-
tomer also benefits in that his order is executed in full
and at a uniform price.

In addition to stock exchanges and operators of multilat-
eral trading systems, financial services providers are
affected by the MIFID transparency requirements — in
particular in their role as “systematic internalizer”. For ex-
ample, they are obliged to publish the latest price offers
and the relevant business data. Deutsche Borse has de-
veloped a modular service offering — the MiFID toolbox —
with which its customers can comply with pre- and
post-trade transparency regulations, including for over-
the-counter (OTC) transactions, in a cost-effective manner.
The real-time data feed CEF® offers solutions for sending
time-critical information and the data warehouse for non-
time-critical information. With TRICE®, Deutsche Borse
Market Data & Analytics already offers trading participants
a hassle-free solution for the transmission of data regard-
ing transactions that are subject to reporting requirements
according to section 9 WpHG (Wertpapierhandelsgesetz —
German Securities Trading Act) to the Federal Financial
Supervisory Authority (Bundesanstalt fur Finanzdienst-
leistungsaufsicht — BaFin).
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Asia Initiative — Expansion into Growing Markets

Deutsche Borse has launched several initiatives to expand its activities into regions with
attractive business potential. Asia is one of these new business regions. Deutsche Borse
aims to become a recognized entity in this market. The Asian capital markets are
growing rapidly, now accounting for more than a quarter of the world’s total equity
holdings. Deutsche Borse has a clear strategy to capture this growth: it will continue
to expand its global network and use cooperative ventures to position itself as a reliable
and innovative partner in the entire securities processing chain.

Successful past

Today Deutsche Bdrse is active in many Asian countries,
such as China (including Hong Kong), India, Japan, Sin-
gapore, and South Korea. The foundations for a successful
market presence in Asia were laid more than 15 years
ago: Clearstream has been providing support for the Asia-
Pacific market from Hong Kong since 1991, offering cus-
tomers efficient access to a total of ten markets in the
region. Clearstream has developed into one of the largest
foreign suppliers of custody services in Asia and the
Pacific Rim nations.

The more recent past has seen cooperation in many other
fields. In 2004, the Shanghai Stock Exchange (SSE)
acquired a license from Deutsche Borse to use Xetra®

as the basis for its own next-generation trading system.
The decisive factor in favour of Xetra was its superior
systems architecture, which ensures maximum availability
and scalability. Deutsche Borse Group is supporting
SSE in the launch of their new electronic trading platform
in 2007.

In 2005, Clearstream signed a Memorandum of Under-
standing (MoU) with China Securities Depository & Clear-
ing Corporation Limited (SD&C) and China Government
Securities Depository Trust & Clearing Co. Ltd. (CDC) to

explore regional opportunities. Other achievements in-
cluded Eurex being granted market operator status by the
Monetary Authority of Singapore and signing an MoU with
Osaka Securities Exchange (OSE). Eurex plans to extend
its global reach together with OSE.

2006 was another fruitful year with several major
achievements:

= Clearstream became the first organization to settle
Japanese government bonds outside Japan and opened
an office in Tokyo in May 2006. Furthermore, Clearstream
opened an office in Singapore in March 2007.

= Following the establishment of an access point in
Singapore by the Information Technology segment,
Transmarket Group became the first Eurex member
to trade directly from Singapore.

= Deutsche Borse signed an MoU with China Foreign
Exchange Trade System & National Interbank Funding
Center (CFETS).

= Deutsche Borse entered into an agreement with major
Chinese intermediaries to promote Deutsche Borse as
the central gateway for Chinese companies to enter the
European capital market.
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The revenues generated by Deutsche Borse Group in the
Asia-Pacific region have been increasing steadily for years
and will continue to grow organically. Simultaneously,
Deutsche Borse Group is developing new opportunities in
areas such as IT, collateral management, securities lending,
investment funds, indices and distribution channels.

Promising future

In view of the region’s economic, political and structural
diversity, Deutsche Borse Group aims to combine a
variety of different approaches to position the Company
as the bridge between East and West.

Expanding the global network: Building links to platforms
in other Asian markets and providing remote access to
Deutsche Borse Group’s trading and settlement systems
for new Asian customers should result in an increase in
trading, clearing and settlement volumes and, ultimately,
in higher efficiency and liquidity on the capital markets.

Benefiting from domestic growth: This approach will en-
able Deutsche Borse to share in the revenues generated
by local capital market services providers such as stock
exchanges, central securities depositories (CSDs), deriva-
tives exchanges and other transaction service providers,
e.g. via joint ventures or by acquiring equity interests as
opportunities arise. In return, Deutsche Bdrse proposes
to share its expertise and the benefits of its business model
with local capital market services providers and local reg-
ulators in order to establish a local infrastructure.

Offering access to Asian products: The third approach
involves giving Asian products extensive exposure in the
European marketplace. This has already begun with the
provision of ETF Japan Topix on Xetra, a number of IPO
initiatives and the quotation of a number of Asian compa-
nies, including Chinese companies and settlement of
securities in ten Asian markets.

Deutsche Borse Group is firm in its conviction that it has
laid the foundations for positive business growth in Asia
due to its commitment, its strategic partnerships and its
cutting-edge technology. The Group will not only continue
to grow organically but is also developing new ways of
capturing a larger share of the Asian capital market while
increasing its revenue in the region.
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Deutsche Borse Group is shaped and defined
by its people. This is true for the Group staff
as well as for the corporate governance of the
Group including the Executive and the Super-
visory Board members. They are all taking

on an active role in society, thus assuming
corporate responsibility. And they cooperate
with their customers to develop solutions in
working committees, supervisory and advisory
bodies (customer governance)
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Group Staff

Group Staff:

The People behind the Figures

m High-performance international team
m Performance appraisals across the Group
m Staff participation in company profits

Thanks to its dedicated staff, Deutsche Borse Group
has developed into one of the world’s most modern ex-
change organizations. The Group employs 2,966 people
from 53 countries in their Frankfurt and Luxembourg
offices as well as at 13 further locations. A dynamic,
motivated and high-performance team.

Deutsche Borse Group is a high-tech company with a
business model based on highly efficient electronic sys-
tems. However, it is the people in our Company who im-
plement the business model so effectively: our employees
master challenging tasks and create a corporate culture
characterized by responsibility, commitment, flexibility
and the determination to achieve something extraordinary
— and they know how to seize the opportunities the Com-
pany offers them. Their main objective is not to preserve
the status quo, but rather to challenge it to create the future.

Paving the way for performance and know-how:
Leadership and encouragement

Visitors to either of the two Deutsche Borse main offices —
the Neue Borse in Frankfurt with its multimedia wall in
the lobby or The Square in Luxembourg — feel the energy
in the air as soon as they step inside. The open office
architecture in all locations is designed so that managers
are seated in close proximity to their staff, thereby en-
hancing communication and cooperation.

Deutsche Borse Group has an open, dialogue-oriented
management culture. Since last year, the performance of
each individual staff member has been appraised by means
of a uniform and mandatory system. Based on a previous
competence rating by the supervisor, employee and
supervisor meet to hold structured talks to set targets for

the employee and to discuss how these can be achieved
and personal potential maximized. Thanks to this trans-
parent approach, employees are given fresh impetus for
their professional and personal development. For its part,
the Company can help employees with developing their
skills in specific areas and deploy them to match their
strengths and capabilities. The same system is used for
all employees across the Group: even top managers are
measured on the basis of agreed targets.

The importance of qualified staff in a competitive global
environment cannot be overemphasized. In view of this,
Deutsche Borse Group developed an extensive training
program which is constantly being refined and is increas-
ingly available in the form of e-learning. In 2006, the
Company invested an average of three days per employee
in staff training. Deutsche Borse Group places exception-
ally talented employees in a “high potential” program to
further their development. The high-potential individuals
form a think tank for top management and work together
on important strategic issues. These individuals prepare
for managerial activities within the Company by means of
network meetings, mentoring discussions with top man-
agement, Group-wide project work and individual training.
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53 nationalities at 15 locations: Truly international
Deutsche Borse Group is an internationally oriented
company with subsidiaries, branches and representative
offices in a total of 13 countries. As well as this, it orga-
nizes its processes on a project work basis. Every day,
employees from various locations work side by side in
many different project teams and departments, with Eng-
lish as their common language.

Automated processes: Increased flexibility

Boosting efficiency with modern technology — this guiding
principle also applies to the organization of the Group.
Wherever possible, processes are electronic rather than
manual. For instance, an Intranet database was pro-
grammed for performance appraisals, so that managers
and employees can call up target agreements and other
information at any time at the touch of a button. Auto-
mated and efficient processes have replaced manual and
thus often time-consuming activities — not just in the area
of personnel management. This affords employees the
necessary scope to find creative solutions for more chal-
lenging tasks and look for answers to pressing questions.

Value-added for employees: Attractive

compensation package

Companies aiming to secure highly qualified staff with
ideas and initiative must offer them more than a desk full
of international projects. In addition to interesting chal-
lenges and a stimulating working environment, Deutsche
Borse Group offers its employees an excellent compensa-
tion package with extensive benefits. Almost all employ-
ees are paid above collective pay scales. Compensation
consists of a fixed salary and a variable bonus. To allow
employees to share in the success of the Company,
Deutsche Borse Group has implemented a Group Share
Plan since 2003. This allows employees to subscribe for
Deutsche Borse AG shares at a discount of up to 40 per-
cent to the market price. They also receive a stock option
free of charge with each share. Thanks to the continuing
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positive performance of Deutsche Borse shares, all partic-
ipants in the Group Share Plan have made clear profits

to date from their investment. The Company also benefits
from this, in that the program encourages businessminded
thinking and an independent and responsible approach
to work.

(Please see page 94 of the Group management report for value-based key
indicators from the personnel management of Deutsche Borse Group.)

Not just in the workplace: Responsibility and dedication

Our employees are people who want to make a differ-
ence, and their energy and drive is by no means restricted
to the workplace. In 2006, over 70 employees again took
part in a “Social Day” to actively support various projects
for children’s and youth organizations. As part of a project
entitled “Engage”, they offer advice to Frankfurt students
during their vocational training course, evaluate their job
preferences and help them to prepare job applications. In
Luxembourg, a “Charity Committee” regulary organizes
events, the proceeds of which are donated to good causes.
Deutsche Borse Group supports these activities because

it is aware that companies and their employees have a
responsibility towards society (see also page 77f.). One
of the highlights of every year is the employee concert,
where musically inclined employees entertain their col-
leagues and their families with an extensive program of
pop, rock, jazz and classical music.
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Executive Board/Appointments

Executive Board Members and Their Appointments to

Supervisory Bodies of Other Companies

Reto Francioni, born 1955
Frankfurt/Main

Chief Executive Officer, Deutsche Borse AG
responsible for Group Coordination/Corporate
Center, Customers/Markets (Group Coordination
and until 31 Mar. 2006 Trading and Clearing
Services; Stock Market Business Development;
Derivatives Market Business Development)

= Deutsche Borse Systems AG
(Chairman)
m Eurex Clearing AG
(Deputy Chairman since 27 Apr. 2006)
= Eurex Frankfurt AG
(Deputy Chairman since 27 Apr. 2006)
Clearstream International S.A.
(Vice Chairman of the Board of Directors)
Eurex Zirich AG
(Member of the Board of Directors;
Vice Chairman since 27 Apr. 2006)

= Membership in statutory supervisory boards

Matthias Ganz, born 1963
Frankfurt/Main

Member of the Executive Board,

Deutsche Borse AG*

Chief Operating Officer

responsible for Operations (Group Functionality;
Trading/Clearing/Info Operations; Settlement/
Custody Operations)

Chairman of the Executive Board,
Clearstream Banking AG

Member of the Group Executive Management,
Clearstream Banking S.A.

Member of the Group Executive Management,
Clearstream International S.A.

Member of the Management Board,
Frankfurter Wertpapierborse

Clearstream Banking S.A.
(Member of the Board of Directors)
Clearstream International S.A.
(Member of the Board of Directors)

Membership in comparable German and foreign control bodies of business enterprises

As at 31 December 2006

*0n 7 March 2007, Matthias Ganz and Mathias Hlubek resigned their positions
as members of the Executive Board of Deutsche Borse AG effective immediately.

Mathias Hlubek, born 1963

Kronberg

Member of the Executive Board,

Deutsche Borse AG*

Chief Financial Officer

responsible for Group Coordination/Corporate
Center, Customers/Markets (Group Corporate
Center, Customers/Markets; Market Data &
Analytics; Corporate Development)

Member of the Executive Board,

Deutsche Borse Systems AG

General Manager,

Deutsche Borse IT Holding GmbH

Member of the Group Executive Management,
Clearstream Banking S.A.

Member of the Group Executive Management,
Clearstream International S.A.

Chairman of the Group Executive Management,
Clearstream S