CMC Markets plc

Annual Report and Financial Statements

OOOOOOOOOOOOOO




Message from the Chairman

2011 was a significant year for CMC Markets as we delivered what we believe to be the future of retail oniine
trading and investing By making such a significant investment in our next generation technology 1 believe
that CMC Markets 1s demonstrating that it ts the only company in our industry which 1s genuinely redefining
the way that online retail trading and investing will be done in the fulure

Whilst delivering this significant change programme we also achieved an improvement in our underlying
financial performance with a 6% increase in net operating income to £137m and a 9% improvement In
EBITDA to £19m

Our employees continue to demaonstrate a persistence, self-belief and passion to make decistons for the long
term and avoid short term distractions At CMC Markets we call this 3D thinking — Dream, Dare and Dehver —
In other words by taking extraordinary ideas and making them a reality

With our next generation technology combined with our great people, | am looking forward to what will be an
exciing year for the company The next generation of CMC Markets is here!
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Highlights

Financial
I ST T T T
Revenue £161 7m £152 Om £87m +6 4%
Net operating income* £136 9m £129 5m £7 4m +5 7%
EBITDA £18 7m £17 1m £1 6m +9 4%
EBITDA margin 13 7% 13 2% +0 5% +0 5%
Active customers™ 75,922 75,737 +185 +0 2%
Number of trades 22 9m 26 2m -33m | -126%
Value of trades™ £749bn £770bn -21bn 2 7%
Customer assets™** £345 1m £325 5m £19 6m +6 0%

*Net operating mmcome represents revenue net of rebates payable to introducing pariners who are not themselves trading counterparties
less spread betting levies

*Active customers represent those individual customers who have traded with or held posiions with CMC Markets on at ieast one
occasion dunng the finanaal year

*** Value of customer trades represents the noticnal value of trades

“*** Customer assets represent the total value of customer funds
Operating
= Next generation spread bet platferm launched in UK in July 2010

« Over 40,000 demo account and 10,000 live account applications on next generation spread bet
platform

s Next generation CFD platform launched in Germany and Austria in March 2011 and UK in April 2011

+ New headquarters in London at 133 Houndsditch
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What we do

CMC Markets 1s an online retall financial services business which enables our customers to trade contracts
for difference {CFD) or financtal spread betting on a range of shares, indices, foreign currencies,
commodities and treasuries The Group also provides stockbroking services in Australia

CMC Markets creates prices in over 5000 instruments on which customers can trade Revenues are
generated predominantly through transactional spreads, financing and commissions which arise on our
customers trading activites Our nisk management strategy i1s based on highly automated flow management
which dynamically hedges the majonty of customer exposures and nisk The level of revenues 1s influenced
by the number of customers actively trading, the amount of trading each customer transacts and the amount
of revenue earned from each transaction

At its core, CMC Markets’ business model is built on

s Product innovation
¢ Advanced technology & design
» Superior customer expenence

Our products
CFD

CFD provides you with economic benefits similar to an investment in an underlying asset without the costs
and imitations associated with physical ownership A CFD 1s a cash-settled investment in products which are
based on currencies, commodities, indices and companies A CFD tracks the price movement of your
chosen product, including dividend on stocks, interest on posstive carry currency posittons, and coupon on
interest bearing instruments

A CFD 1s a leveraged product which has the potential to magnify profits as well as losses However CMC
Market's next generation CFD platform also offers a unique variable financing feature which means that you
can choose to deposit as much or as little (subject to minimum margin requirements) of the overall value of
the trade

Spread bet

Spread betting allows you to trade on the price movements of financial markets, including currenctes,
commodities, indices and companies Spread betting with CMC Markets gives you similar economic benefits
to the ones you would experience when investing in an underlying asset, but without the costs and imitations
associated with physical ownership Spread bets are cash-settled investments in financial products that offer
a number of benefits, including dividend on stocks, interest on possitive carry currency positions, and coupon
on interest bearing instruments

Spread betting has many of the same benefits as a CFD with one important difference, you are betting a
specific stake size per point movement of a product rather than trading a specific number of shares or units

Ordinarily, profits from spread betting are free from capital gains tax and stamp duty in the UK and Ireland,
although tax laws are subject to change

Stockbroking

CMC Markets also offers Australian customers the ability to buy and sell ASX-listed equities as well as histed
funds, with customers having access to live market data and research from some of Australia’s most
respected stock market analysis

Our geographical reach

CMC Markets has 678 employees based in 16 offices in 15 countries acress 4 continents
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1. Product innovation

At CMC Markets, innovation 1s part of our DNA. We constantly change, constantly challenge and constantly
innovate — and we wouldn't have it any other way CMC Markets has redefined the customer expenence with
industry-leading trading tools and features that utilise advanced technology

Our next generation Spread bet and CFD (Tracker) apps bning together the features of a share stockbroking
account with those of a tradittonal CFD or spread bet trading account, providing greater flexibility, lower costs
and cross market opportunities With our next generation apps, we've developed a product that 1s unique,
including a range of industry-leading features

Industry-leading features

1 Transaction based stop loss automatically suggests a stop loss for our customers at the margin amount
for that trade This feature helps to limit potential losses If the markets move against the position This stop
ioss 1s optional and customers can alter or remove 1t at any tirme

2. Customisable financing introduces a flexible approach to dervative trading Gone are the days of being
forced fo take on fixed leverage, customers now decide just how much to fund themselves and how much to
leverage, on each and every position Customers can hold anto positions long term with no leverage, or
trade short term with high leverage Holding costs only apply to the borrowed amount, not the total position
size

3. Fractional ownership sets new standards in precision asset allocation, allowing customers to use ther
funds more effectively Customers can piace trades to match the exact amount they are willing to risk, from
as Ittle as 1/1000th of a unit, or for a specific monetary amount With a traditional broker, the smallest trade
size in units 1s one share, with fractional ownership customers can decide to nvest in a half or even a tenth
of a share

4. Portfolio Mixer allows investors to create custom portfolios and follow their performance Customers
simply drag and drop any number of products, including companies, currencies, indices and commeodities,
into the mixer to combine them, choose a weighting for each product and then follow the mix's performance
on a chart Customers can individually sell or buy each product within the mix, add or remove at any time,
compare the past performance of individual products and track the mix over multiple timeframes to see how
it reacts to different market conditions

5 Advanced charting developed in-house, gives our customers access to a full suite of technical analysis
tools, while the user interface 1s accessible for investors of all experience levels Customers can trade
directly through our charts, as well as amend nsk management orders such as stops, trailing stops and take
profits Trading 1s more straightforward and user frnendly than ever before

6. Cash priced commodities. Our team of financial engineers have turned complex futures prices into a
unique cash price with no expiry and no rollovers, providing a continuous and consistent price Since the
introduction of cash pnces on our commodities, trading levels have increased dramatically and commodity
trades now account for 30% of all trading activity on the new platform

7. Pricing policy We believe that every customer, regardless of account or position size, should have
access to competitive, transparent and consistent pricing We adhere to a one price policy where there are
no distinct commissions or transaction fees associated with our accounts We have removed individual
charges and bullt these costs of trading into the price gquote, providing greater transparency so our
customers always know what they are paying for

8. Product factsheets' Every product has a factsheet that provides an in-depth product description, charts,
influencing factors, financing rates, trading hours, related news and more Cur product facisheets provide
customers with information to assist them to conduct pre-trade research

9. Professionals CMC Markets 1s developing an industry leading offering to professional iraders and
investors which gives access to advanced technology and charting features as well as whalesale pricing and
execution capability

10 Usability: Whether at your desk or on the move, CMC Markets next generation apps for spread bet or
CFD trading provide a simple, feature nch platform from which to trade
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2. Advanced technology and design

Technology 15 the backbone of our business as it will be the enabler to delivering highly successful products
and services to our customers on a global scale in the future We invest heavily in this area to provide a solid
foundation for the services we offer Most importantly investment in technology will allow us to expand with
ease In the future, providing scalabilily, dependability and speed, while keeping incremental costs down Qur
backend systems can handle over one million prices per second, so customers can be confident that, even
during the most turbulent market sessions, our apps will continue to deliver the service our customers
expect We deal in highly hquid mnstruments that are connected to many major execution houses
electronically, offering our clients 100% automation with no re-quotes Qur hardware 1s robust and reliable
with extensive backup systems and stringent securnity in place

Full suite of trading and investment apps

CMC Markets' new apps give customers access to the financial markets from anywhere 1n the werld, with no
need to download and install software With Adobe® Flex technology, we are able to offer enhanced access
and a rich interactive experience

Today the web app 15 one of the largest mission-criticat adobe applications in the world, with 22 unique
modules and over 700,000 lines of code It was featured in the Adobe MAX annual event in 2010 as a
leading case study for the financial enterprise edition, and showcased by Hewlett Packard in therr Slate
tablet promotion

Have the market in your pocket

Our customers can trade on the move with the world's only fully functional 1\Phone® app Investors can open
a demo or live trading account, transfer money, view live Dow Jones news, access therr real ime account
status, trade and manage nsk with a range of order types that are fully customisable Customers now have
no need to visit our website

Within days of launching, the CMC Markets :Phone app entered the top ten free finance apps in the market
and now more than 26% of all new accounts on the new platform are opened via the IPhone app, showing
Just how important the mobile market has become

Touch, tap and trade

CMC Markets 1s proud to have launched the first iIPad® trading app in the UK Trading has never been so
hands-on - investors can simply touch, tap and trade This 1s a trading app that fully utihses the large, high-
resolution touch screen of the iPad

The fully featured 1Pad app enables portable access to real-time pricing, customisable financing, multi-touch
charting with technical indicators, swipe logins and live news for thousands of global financial products
Within the first few weeks of launch our IPad app was the most downloaded free finance app 1n Austna and
in the top 3 in the UK and Germany
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3. Superior customer experience

Qur unique product features and cutiing-edge technology are complimented by first-rate education, fully
featured unlimited demo accounts and a growing community of self-directed investors Combined, these
factors present a new kind of customer experience CMC Markets encourages private individuals to take
charge of therr own investments and become the new money managers of the future aided by our intuitive
and simple applications We encourage this change in a number of ways

Lifetime demo accounts

Those new to CMC Markets or oniine trading and investing can use our apps without risking any of their own
money It's simple to open a fully-functional demo account with only an email address and password, there's
no expiry date and it won't cost anything We always strongly recommend customers practice using the
demo account first, prior to opening a live account Through our demo accounts, individuals can hone and
develop their investing skills

Education

Our emphasis on education 15 evident throughout the customer experience and our efforts have not gone
unnoticed In recognition for our ongoing contribution to quality and engaging training, CMC Markets won its
second Shares award for best investor education in 2010

In addition to our webinars, interactive app tour and guided tour videos, CMC Markets provides a host of
education topics to our customers, covering rnisk management, avoiding common investment mistakes,
understanding technical analysis, setting up trading plans, reading economic announcements and
deciphering company fundamentals Qur education matenral 1s freely available within our apps or online
through our website

A new imtiative by CMC Markets in the field of investor education 1s the commirssion of a senes of videos and
articles showcasing real CMC Markets customers from all walks of Iife, shanng their stories and therr
preferred strategies This also forms part of our drive to nurture a community of self-directed investors

Insights community - It's your thought that counts

CMC Markets 1s starting to develop a new online community within our apps for 2012 This trading and
investing forum will enable our self-directed community to engage In ongoing dialogue with their fellow
nvestors as they manage thewr investments Self-diected investors know that ne one but themselves can
have their absolute best interests at heart Our online community will bring these people together so they can
share knowledge, 1deas and opinions to enhance therr trading and investment experience It takes just
seconds for customers to create a profile and start sharing 1deas and strategies

Customers will be able to engage with the knowledge base of our vast iInvestor network and get real traders’
opinions quickly, while they're most relevant No tonger will private investors be alone in the financial
markets They will have access to successful and expenenced investors, working together, blogging and
sharing their views and expenences with the community
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Section 1 - Strategy

Vision

To be the leading global online retaill financial services trading business

Strategic objectives

Our aim s to provide supernior sharehelder returns through

Objective Measures 2011 2010 2009 Comment
Net operating
Consistent and INCOME £1369m  £1295m £194 7Tm
sustainable delivery of Increased consistency of net
growth in revenues by Active 75.922 75.737 76.045 operating income Active
Increasing our share of customers ; ; ’ customers maintained and
global flow and hiquidity Customer level of customer assets
both from our existing assets £3451m  £3255m £238 1m continues to grow, as a result
customer base and of our focus on retention
through the acquisition of Number of Trading numbers influenced by
new customers in current trades 22 9m 28 2m 30 3m continued fali n volatility
and new markets
Value of trades  £749bn £770bn £924bn
EBITDA £187m £17 im £26 8m
EBITDA Underlying profitabihty
13 7% 13 2% 13 8% improvement but detenoration
Imprtr:‘\garrglf‘r;t!::)rgzs:lating Margin in statutary loss due mainly to
wnte-down in intangibles
operational excelience Pr;)g;glig:s) £(194m  £(92)m £(154)m relating to MarketMaker
platform
EPS {6 9)p (34)p (6 1)p
Creating a secure capital Surplus . . .
and hiquidity structure regulatory 39% 58% 37% Sianficant suroluses
that will be appropriate capital 9 Imamtamgt)i
for the future growth and Surplus
success of the business iquidity £1031m  £107 5m £105 5m

Strategic enablers

CMC Markets has dentified six core strategic enablers that are fundamental to the achievement of our
strategic objectives These enablers will be the core factors that differentiate us in the future and which will
create long term sustainable competitive advantage in our chosen markets

+ Customer champtonship

e Product innovation

s Trading nsk management
s+ Technology and operations

« Financial strength
¢ People
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Customer championship

Our ambition 1s to be the customer champion through delivering an unparalleled customer expernience to
onhne retall customers This would help maintain a loyal trading and investment commuruty, optimal returns
for our shareholders and long-term value for the business

The many features and customer experience provided by our next generation trading platforms demonstrate
our commitment to our global customer championship strategy (See page 5)

CMC Markets continues to place the utmost importance on customer championship and the continuous
delivery of farr outcomes to our customers through our behaviour, image, product innovation and internal
culture With this customer-centric vision at the heart of our business we are confident that CMC Markets will
become the undisputed brand of cheice n all of our global markets

Product innovation

At CMC Markets, innovation 1s part of our DNA We constantly change, constantly challenge and constantly
innovate — and we wouldn't have it any other way

We aim to provide customers with global access to investment opportunities anywhere, anytime to create a
self directed investment community that manages markets on its own terms We constantly seek to innovate
to provide better pricing, unigue features, content and tools and present real time trading and investment
options We will continue to redefine real-time for customers not just in terms of trading execution but also up
to the second market inteligence We are constantly innovating to make our content, services and products
stand out from the rest We will always seek to develop the most creative and inspiring investment products
In the world

Our next generation trading platform has now been launched in two of our core markets (UK and Germany)
and will be available to all of our customers over the next 12 months We believe that we have developed a
product that 1s unique, including a range of industry- leading features We will continue to enhance the
capabilities for retail trading and investment management, enabling CMC Markets to broaden our reach and
deepen our relationship with customers in all of our global markets

Trading risk management

At the heart of CMC Markets 1s our global frading nsk management capability, capable of dealing with the
most sophisticated retail flow at mult asset trading turnover levels in excess of £10bn per day We aspire to
be the global leader of pricing, execution and hquidity and this will be enabled through fully automated
execution and dynamic nsk management which s scalable far beyond our current levels of trading activity
We have significant expertise in retail flow and nsk management across mult asset classes and will continue
to lead and innovate as we expand our products and services into the future Our nsk management strategy
Is based on highly automated flow management which dynamically hedges the majority of customer nsk in
order to benefit from transactional spreads, financing and commissions Qur strategic nsk appetite is to retain
a minonty of customer portfolio risk, transferring the majonty of nsk through external counterparty hedges
Risk appetite 1s controlled via strong governance and oversight and sophisticated controls at all tmes, within
tightly defined risk parameters approved by the Board We will continue to optimise our returns using the
latest nsk management techniques

Technology and operations

Technology and operations have always been key to the success of CMC Markets and this has won us
outstanding recognition as the leader in our industry Our aim 1s to provide our customers with the ability to
take ownership of therr personal financial investments  Our platform has been built to provide complete
control and flexibility We invest in technelogy and operational processes that will allow us to expand with
ease In the future, providing scalability, combined with exceptional dependability and speed, while keeping
incremental costs down OQur long term wvision of a much broader market opportunity with a customer
proposition and expenence 1s now a reality with the launch of our next generation trading platform We
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assembled the best team not just in our mdustry but from leading investment banks and technology
providers to realise this ambition

Financial strength

We aim to maintain a very secure capital and liquidity structure that will be appropriate for the future growth
and success of the business This includes a long term level of capital to withstand the demands of the
financial fluctuations in the markets and access to a healthy level of surplus liquid resources commensurate
with the size of our business and the growth opportunities which exist in the future

People

CMC Markets continue to employ the best people in our industry - smart, innovative, determmned, visionary
individuals who together are delivering our promise of 3D Thinking — Dream, Dare and Deliver to our
customers Our team has the passion and determination to create some of the most inspiring trading and
mvestment products in the world
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Section 2 — CEO Review

| am very proud of what we managed to achieve this year Against a very weak market environment for retail
trading, we not only achieved an improvement i our underlying financial results but we delivered on the very
key milestones in our next generation change programme launching what we believe to be the future of
online trading and investing We also maintained our global active customer base despite conservative
marketing and sales investment in comparison to our competitors due to our focus this year on investment in
our technology, product and platforms

Our wision remains to become the leading online retai! financial services trading business providing the
leading trading and investment platform for retall investors globally This strategy has required us to take a
very hard look at our industry and innovate for the future We am to provide our customers with giobal
access to investment opportunities, wherever they are, at any time and create a self-directed community of
investors that manage markets on therr own terms We constantly seek to provide better pricing, more
unique features, updated content and real-time trading and investing tools This we believe will appeal In the
future to a much broader segment of retall consumers in our global markets than In the past including
investors who are not necessarily attracted to leverage As a result, we have created our next generation
platform and preduct offering to appeal to this wider community and a new global service model delivering
consistency of our service promise and customer experience

Dunng the financial year we made significant progress in making this vision a reality with the successful
launches of our next generation platforms in the UK and Germany and by early 2012 we will have launched
m all of our global markets

Through nnovation, CMC Markets has always set the pace for the rest of the industry and | am very
confident that we have created a trading and nvestment business which 1s capable of becoming a hugely
successful financial services company of the future | would like to thank the Group Board and all of our
employees for making this happen

When viewed against a backdrop of a weak market environment with volatility down by approximately 13%
on average aganst last year, the financial results were very positve Revenue increased 6% to £161 7m
and EBITDA (our main profitability measure) increased by 9% to £18 7m, whilst we continued our significant
investment programme

It 1Is now two years since we started the transformation of our business and 1t Is really pleasing that our
underlying business and customer base has continued to remain very strong Active customers increased to
75,922 reflecting the reprioriisation of investment from new to existing customers as we successfully
invested in new services to retain loyalty in our brand

Operating costs have been tightly controlted over the year and the 5% increase over the prior year to
£118 2m includes a number of charges that we would not anticipate as part of our go forward cost base In
particular we were disappointed to receive an additional interim levy of £3 1m from the Financial Services
Compensation Scheme which affected everyone in our industry ansing from the falure of Keydata
Investment Services and cther businesses in January 2011

There has been significant investment in our next generation change programme including technology,
trading risk management and corporate support functions We have also reviewed the balance sheet and in
preparation for the launch of the next generation technology in all regions we have wrtien down the
remaining investment of £12 3m n our previous technology, MarketMaker, and other assets

In preparation for the next generation of CMC Markets we have taken action to focus the business on its
core competencies resulting in the disposal of our subsidiary Digital Look (financial information prowvider} in
January 2011 This action provided a net gain of £1 4m and enabled the business to remain focussed on the
core trading and investment business

I am particularly proud of our next generation platform which we launched in July 2010 to UK spread bet
customers and in March 2011 to our CFD customers in Germany and Ausiria These products are based on
the next generation technology which enables radically new investment functionality as well as significantly
enhanced trading capability As a key measure of our spread bet success, over 40,000 participants have
downloaded and traded on our new demo platform since launch and live account growth has also been very
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impressive exceeding 10,000 applications The new CFD platform was launched in the UK in Apnl 2011 and
will follow shortly in Ausiralia and Singapore before being rolled out to all other areas globally over the next
year including our global institutional partners

There were however many other achievements including the move to our new London HQ in August to
house our 450 London based employees in a project delivered to time and budget This programme also
included the impiementation of a brand new back up data centre in our HQ We now have two state of the art
data centres providing leading resilience, capacity and scale for the future

We have also worked very hard at ensuring that we are well positioned for future regulatory change We
have seen significant change over the last year including higher capital requirements, capped leverage
standards, full segregation of retal customer margin requrements in certain regions and enhanced
standards on money !aundering controls, disclosure and customer appropriateness in all regions We
welcome these changes and in many areas have been actively engaging with regulators as these will |
belleve give customers an even greater degree of confidence In our industry In addition, we have continued
to ensure that we maintain sufficient levels of surplus regulatory capital and adegquate hquidity which the
Group Board monitors on a regular basis as well as planning our requirements for the business 1n the future

Our executive management team continues to be strengthened as well as our Group Board which will give
us the capability to realise our potential in full David Bennett was appointed to the Board as a Non-executive
Director in November 2010 He has extensive Board level experience in major financial services companies
Asif Adatia, Chief Information Officer and Executive Director, left the Group in March 2011 after more than
three years playing a leading role in the design of our next generation systems which are now complete |
would like to thank tum for his significant contribution to the business

None of this would have been possible without the continuing strong support of cur major shareholders,
Peter Cruddas and Goldman Sachs, who have worked closely i partnership with the executive management
team to continue the growth strategy and plan for the substantial opportunities ahead of us

The next generation of CMC Markets 1s here The transformation of the business 1s now in its final and most
important phase whereby our growth strategy will begin to deliver outstanding shareholder returns Huge
thanks to all our employees who made 3D thinking (Dream, Dare, Deliver) happen this year | look forward to
leading the business to even greater success In the coming year

i0
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Section 3 -Operating and financial review

Environmental factors

Competitive environment

The CFD industry 1s a global business, although there are very few truly global players CMC Markets has
16 offices In 15 countries across 4 continents and customers located in over 100 countries around the globe
There are no statistics on global market size although there 1s evidence in a number of the major markets —
UK, Australia and Singapore that the number of active traders in CFDs (including spread bet in UK) total
around 220,000 across these 3 markets [Source Investment Trends — November 2010] Research in these
markets suggests that active customers tend to have at least 2 trading accounts However there 15 no
evidence as yet regarding the other European markets, Japan, Canada or the rest of the world CMC
Markets total active customers for 2011 of 75,922 indicates a significant share of the overall global market
and that we are positioned as one of the top 3 providers in each of the major markets globally

Customer Location

B 2011 T 2010

Macro economic environment

Volatility 1s a key influencing factor to the propensity for new and existing customers to trade The longer
term leve! of volatiity has been declining for the last 2 years following the credit crunch Average volatiity
levels are down 13% on the prior year and this has had a direct impact ¢n the Group’s revenues There
continue to be short term shocks that influence certain asset classes but the current levels of volatility remain
around the long term average and therefore we anticipate that this represents the base level of activity for
the near future
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Operating review

Global overview

Despite the fall in volatility which had an impact on the number of trades and value of trades which fell by
11% and 3% respectively, the number of active customers remained stable at 75,922
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Value of Trades (£bn)
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Europe

Europe represents the largest segment for CMC Markets, with significant market presence in UK, Germany
and Scandinavia

Customers Trades{m) Value of Trades (£bn)
60,000 20 600
50,000 | 500
15 - T
40,000 '——-—-————— - 400 —_
30,000 ! L 10 ! 300 —
20,000 c 200 —
10,000 - - 100
2011 2010 2011 2010 2011 2010
W UK ireland Germany & Austria B UK & ireland " Germany & Austria UK & Ireland " Germany & Austria
& Scandinavia W Southern Europe B Scandinavia M Southern Eurape # Scandinavia B Southern Eurcpe

The next generation trading platform was launched for the spread bet market in the UK in July 2010 and the
CFD platform was launched in Germany and Austrnia in March 2011 The roll out of the platform in the region
will continue over the coming year and will help us reaffirm our leadership in core markets and tncrease the
opportunity In markets where we are still the challenger brand

UK and Ireland

As one of our core markets, the UK and Ireland was the first territory to receive our next generation platforms
along with our new mult-channe! brand engagement strategy Although launched during a penod of
dechning volatiity which did impact on the active customer base, the success of the next generation spread
bet platform can be demonstrated by the significant interest in the new product with over 40,000 demo and
10,000 hive accounts applications being made since launch This 1s a significant milestone for the business
and a clear indication of the scale of opportunity for aur other global markets With the next generation CFD
platform which launched in April 2011 this will position CMC Markets as the premium brand of choice in the
region

Germany and Austria

CMC Markets continues to be the market leader in CFDs across Germany and Austna, and the launch of the
CFD platform in March 2011 reinforces this positon Imtial customer take up has already exceeded
expectations with the focus for the coming year on building on our domtnant position in this core market

Scandinavia

CMC Markets has strengthened its position as the market leader in Scandinavia with active customer
numbers increasing by 35% and value of trades up 33% Whilst competition has been ncreasing in this

13




CMC Markets plc
Annual Report 2011
Business review

region as the market matures, the increased understanding and acceptance of our products as a whole
offers significant opportunity for our next generation platform when it is launched later this year

Southern Europe

The growth 1n Southern Europe (Spain, ltaly, France) has been outstanding with the performance of the
offices 1n ltaly and Spain exceeding our expectations for active customer growth (up 171% and 85%
respectively), highlighting the significant potential of the region We launched our French office at the end of
2010 which provides a further opportunity in a promising market showing significant growth in appetite for
leveraged products

ANZ

Whilst the Australian economy remained relatively robust compared with the rest of the world throughout the
year, the continued uncertainty around global markets provided challenging conditions for traders CMC
Markets remains one of the domunant players in the ANZ CFD market, and continues to grow its brand and
market share in stockbroking
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With over 15,000 customers actively trading CFDs duning the year the ANZ business I1s In an excellent
position to build on the exciting opportunities presenied by the rollout of the group's next generation frading
platform, whilst we continue to work with the regulators to help shape the evolving regulatory environment for
CFDs

Asia

Low wvolatility levels experienced throughout the financial year had the most significant impact on trading
appetite 1n this region meaning this was a year of consolidation in what has previously been a significant
growth region
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Singapore

CMC Markets invested heavily in Singapore as a regional hub for the Group both in terms of the customer
base and our trading nsk management capabilites Volatiity 1s a strong influencing factor on the leve! of
trading in this region and this has impacted on active customer levels during the year However, Singapore
continues to provide significant praspects in the retasl market despite increaed competition in the sector and
the launch of our next generation platform heiped by a strong award-winning education proposition means
that this continues to be an area of future potential growth for the business

Japan

The Japan office has made significant progress through its partners distribution channel to accompany Its
retail operation and has increased active customers significantly in the last quarter of the year Regulatory
margin increases In the latter part of the year have affected trading volumes but Japan remains a key focus
going into the new financial year with the launch of the next generation trading platform

Canada

CMC Markets has continued to pioneer CFDs in the Canadian market and has seen significant growth in
trade numbers, value of trades and active customers as we reinforce our position as market leader and
continue to educate Canadian investors on the advantages and benefits of CFDs
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As the first bustness to obtain a retail licence for CFDs in the main provinces we have seen early signs of
growth amongst retail investors CMC Markets will also fook to emerging opportunities from partners in the
region where the delivery of financial services are concentrated amongst a small number of large domestic
banks which also own the largest online brokers

Financial review

Net operating income
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Total revenue increased by 6% to £161 7m for the year ended 31 March 2011 (2010 £152 0m) Net
operating income, which we believe to be a better measure of revenue performance, I1s stated after
deductions of rebate commissions paid to introducing partners and spread betting levies, increased by 6% to
£136 9m from £129 5m in the prior year 2011 represents the first full year under the lower nsk trading
strategy that was infroduced in June 2009 This has delivered a more consistent and sustainable level of net
operating income throughout the year, although lower levels of volatility resulted in reduced trade numbers
from the prior year

Operating expenses

In the last financial year, CMC Markets has remained focused on delivering a more efficient and scalable
operating model while continuing to develop the next generation technology and taunching the new CMC
brand

Operating expenses increased by 5% to £118 2m for the year ended 31 March 2011, reflecting additional
marketing costs to support the new brand and next generation platform launches plus additional technology
costs as part of the continuing investment in the new platform However operating expenses were also
impacted by a number of one-off tems There was a significant increase In regulatory costs and more
specifically an additional £3 1m interim levy from the Fiancial Services Compensation Scheme (FSCS)
which arose In January 2011 from the failure of Keydata Investment Services and others The Group moved
its London HQ to 133 Houndsditch duning the year, benefiting from the improved location and working
environment but incurrning a £1 2m additional charge from running the two London properties for a 6 month
period Without these two items, costs would have been held relatively flat despite the additonal marketing
and technology investments noted above

Operating expenses (£m)

60

. 2011
72010

amul

Staff-related Salesand IT costs Premises Other
marketing

Staff-related expenses constitute the largest single expense of the Group CMC Markets 1s continuing with
its strategy of moving to a smaller, highly skilled workforce onented towards trading and technology Average
headcount was 727 for the year compared with 784 for the prior year Overall staff-related expenses fell by
4% compared with the prior year

Technology includes the cost of maintenance of the Group systems, connectivity and market data costs An
increase of 13% from £13 5m in the prior year to £15 3m this year reflects the further investment in the
development and infrastructure of the next generation platform, along with full year support costs of the
offices In Spain and ltaly

Sales and marketing spend has increased by 31% to £16 4m this year In addition to supporting the platform
launches, the Group has invested in a new brand campaign following a strategic brand review at the
begmmning of the year and a greater focus on digital marketing to reflect the nexi generation operating
environment
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Premises costs continue to account for approximately 10% of operating expenses and have increased by
10% to £11 2m this year from £10 1m last year This increase reflects the move of our London HQ to 133
Houndsditch and the simultaneous running of two London offices until September 2010

Overall other costs have increased by 4% pnmanly due to ncreases in requlatory fees and the £3 1m interim
FSCS levy noted above Other costs in general have reduced, including a reduction in bad debt costs due to
the continued monitoring of potential exposures and reduced market volatlity Other costs have also
benefited from the net gain on disposal of Digital Look of £1 4m

EBITDA

EBITDA for the Group was £18 7m (2010 £17 1m) and EBITDA margin was 13 7% (2010 132%) Thisis a
positive resuit in the hight of the weak market environment but also during a penod of transformation for the
business as it moves to a next generation of platform, processes and people

Taxation

For the year ended 31 March 2011 the Group taxation credit was £4 3m (2010 credit of £3 8m) Full details
of the tax charge are set out in note 11 of the financeal statements

Loss for the year

There was a retained loss for the year ended 31 March 2011 of £19 4m (2010 loss of £92m) This loss
reflects the charges for amortisation from the significant investment that has been made in our next
generation trading platform over the last 2 years and the impairment of £12 3m of the remaining value in our
previous platform, MarketMaker, and other assets

Balance sheet and regulatory capital

The Group has invested significantly over the lasi two years in developing our next generation trading
platform, pricing engine and customer service systems We believe that this investment will form the basis for
the growth In the business as we roll it out to all of the markets around the world over the coming year
However we have also reviewed the other intangibles in the balance sheet, particularly in respect of our
previous award winring platform, MarketMaker, and have written down the carrying value of intangibles and
iT assets at the end of the year by £12 3m This has been the main driver behind the reduction in net assets
to £103 5m at the end of the year

The move to the new London headquarters, including a new state of the art data centre, required investment
in fit out and tangble fixed assets, increasing property, plant and equipment to £23 7m at 31 March 2011
(2010 £14 2m)

In hne with the Group’s trading nsk management objeclives, the Group continues its hedging activity
Margins relating to this activity are included as amounts due from brokers within current assets totalling
£99 3m (2010 £99 7Tm)

CMC Markets is supervised on a consolidated basis by the UK's Financial Services Authorty (FSA) The
Group maintained a significant surplus capital over the regulatory requirement throughout the year At 31
March 2011 the capital resources represented 139% (2010 158%) of the Capital Resources Requirement
and a surplus level of resources over the Internal Capital Guidance i1ssued by the FSA dunng the year of
£16 4m See note 4 to the financial statements for further details

Liquidity

At 31st March 2011 the Group held cash balances of £63 6m (2010 £73 4m) In addition, £283 4m (2010
£248 5m) was heid in segregated client money accounts for customers The movement in Group cash is set
out in the Consolidated Cash Flow Statement

17




CMC Markets plc
Annual Report 2011
Business review

Other than to fund the working capital of the Group, liquidity 1s required to fund external broking
counterparties In support of the hedging of customer exposures in line with the Groups trading nsk
management strategy Broker funding requirements are met using the Group's own cash resources, funds
avallable from certain custormers, as permitted under the relevant regulatory regime, and undrawn debt
facilities provided by the Groups lenders

The Group views excess liquidity as the additional hquid assets that may be used by the firm to meet
additional external broker funding requirements The table below outlines the level of liquidity available to the
Group Despite a significant increase in external broker margin requirements from 2009, ansing from the
transition to the lower nisk trading strategy, the firm continues to have access to over £100m of avallable
liquidity to support further hedging obligations

2011 2010
£m £m

Cash and cash equivalents 636 734
Surplus hquidity wath brokers 125 41
Undrawn debt facility 270 300
Available iquidity 103 1 107 5
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Section 4 - Principle risks & uncertainties

The Group's day to day business activiles primanly expose 1t to strategic, financial and operational nsks
Effective sk management ensures that nisks, including the nisk of failure to achieve objechives, the nsk to
implementation of strategy and the nisk of matenial financial misstatement or loss, are managed and reduced
to an acceptable level

The Board, through its Audit and Risk Commuttees, i1s ullimately responstble for the implementation of an
appropriate nsk strategy, definng and communicating the Group’s risk appetite, the establishment and
maintenance of effective systems and controls and continued monitoring for adherence to Group policies
Within this CMC Markets has adopted a standard nisk process, with defined nisk appetite parameters, that 1s
widely promoted by the various standards and industry bodies (including the Institute of Risk Management)
This implements a five step approach to nsk management Risk Identification, Risk Assessment, Risk
Management, Risk Reporting and Risk Monitoring

The executive management of CMC Markets 1s responsible for the execution of the Board's risk strategy,
including the management of nsk appette and setting and monitoring of the business performance
framework The Group Risk function reports to the CFO and co-ordinates the management and reporting of
the Group’s nisks to ensure that nsk management is fully integrated into day-to-day business activites The
Risk funchion 1s staffed by specialists focused on financial risks, operationat risks and internal audit, and 1s
supervised, monitored and supported by management committees and working groups

At the operational level it 1s the responsibility of the business to adhere to and effectively manage all Group
mandated risk management processes and standards including

¢« owning business risks and controls,
» dentifying, assessing and managing risks,
+ designing, implementing and monitoring suitable internal controls, and

+ nisk reporting and 1ssue management

The business provides periodic feedback to the Group Risk functions on the adequacy of risk management
processes and standards in relation to their particular business function

As part of the Group Risk Management Framework, the business i1s subject to independent assurance by
external and internal audit The use of independent compliance montoring and rnsk reviews provide
additional support to the integrated assurance programme and ensures that the Group 15 effectively
wdentifying, managing and reporting its risks

The methods of assurance are summarised as follows

+ Self review line management will periodically be expected to review processes, systems and
activities to ensure that all nsk management processes continue to be effective and appropriate,

+ Risk review and compliance monitoring the purpose I1s to confirm the continued effectiveness of the
management of nisk within the business This includes 1dentification of potential control failures,

« Internal audit as part of an agreed audit programme, internal audit provides the Group with risk
based and tmely assurance on all the important aspects of the Group's nsk management control
frameworks and practices It s the responsibility of all business heads to provide responses to audit
findings that focus on addressing root causes within the agreed timescales, and

« External audit external audit reviews provide the Board, the Risk Committee, the Audit Committee,
business heads and the Risk function with an independent assurance over financial reporting As
with internal audit reviews, any findings must be resolved by business heads within the agreed
timescales
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The main risks associated with the Group’s financial activities and the key operational risks faced by the
Group are outlined below and details of financial nsks and ther management are set out in note 4 to the
financial statements

Further information on the structure and workings of Board and Management committees is included in the
Corporate Governance Report on pages 30 to 35
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CMC Markets plc
Annual Report 2011
Directors’ report

The Directors of CMC Markets plc present their report together with the audited financiai statements of the
Group for the year ended 31 March 2011

Principal activities

CMC Markets 1s an online retaill financial services business and, through is principal subsidiaries and therr
branches as set out in the Corporate Gavernance Statement and note 15 to the financial statements (the
Group}, provides its customers the ability to trade contracts for difference (CFD) or financial spread betting
on a range of shares, indices, foreign currencies, commodrties and treasuries The Group also provides
stock broking services in Australa

Business review

A detailed review of the business during the financial year and anticipated future developments 1s contained
In the Business Review on pages 9 to 18 The Directors consider the financial key performance indicators
{KPV's) to be revenue, net operating income and EBITDA These are set out in the Consolidated Income
Statement on page 38 and are discussed n the Business Review Non financial KPls are considered to be
the number of active customers, number of trades and value of rades and these are set out and discussed
in the Business Review Principal nisks and uncertainties faced by the business together with an assessment
of these risks and how they are reported on and monitored 1s set out on pages 19to 24 The use of financial
Instruments 1s also included on these pages and further covered under note 21 to the consolidated financial
statements on page 71

Objective and strategy

The Group’s vision s to be the leading global onhne retail financial services trading business Its strategic
objective 1s to provide superior shareholder returns through the consistent and sustainable delivery of growth
In revenue and improvement to operating margins through operational excellence including product
innovation, technology and service The strategic enablers to achieve this are set out in the Busmess
Review on pages 6to 8

Summary of results

The results for the financial year are shown in the Consolidated Income Statement on page 38 No dividends
were paid during or are recommended in respect of the year

General

Capital structure

The Company's share capital compnses ordinary shares of 25 pence each and deferred shares of 25 pence
each At 31 March 2011 there were 280,684,777 ordinary and 2,090,171 deferred shares in 1ssue Each
ordinary share carries one vote Deferred shares have no voting nghts

During the year

1 under the CMC Markets Management Equity Plan 2009 ({the MEP)} 299,999 ordinary shares were
sold by the EBT to a Director and two employees Similarly, 83,333 ordinary shares were acquired
by the EBT frem two employees who left the employ of the Group These transactions resulted in
585,949 ordinary shares — 0 21% of total issued ordinary shares — being retained by the EBT at the
date of this report which are treated as own shares held in trust for the future benefit of employees of
CMC Markets UK plc,

2 under the MEP 647,718 options over ordinary shares were granted without charge to a Director and
two employees These are subject to the conditions of the awards which include the requirement that
these options may only vest subject to the Company meeting certain performance targets within
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defined time scales and/or contnued employment in the Group following which they become
exercisable at the employee’s option,

3 3,680,451 options previously granted under the MEP lapsed resulting in 8,889,672 remaining
outstanding at the year-end,

4 366,924 ordinary shares were cenverted to deferred shares, and
5 30,120 ordinary shares were bought by the EBT from a former employee
Since the year end

1 1,825,218 options have been granted without charge to a Director and 10 employees under the
MEP The exercise of these 1s subject to performance and/or continued employment conditions, and

2 2,857,903 options granted under the MEP have lapsed -

At the date of this report an aggregate of 7,856,987 optlc.lm“s over ordjnary sharé_s In the Company remain
outstanding subject to the rules of the MEP . - -

w -

Further details of the authorised and issued capital are disclosed in note 24

Directors and their responsibilities

Detalls of the Directors who served throughout or for part of the year and up to the date of signing the
financial statements and their executive positions are set out below

Asif Adatia ~  Chief Information Officer {resigned 14 March 2011)

Dawvid Bennett - Non-executive (appointed 8 November 2010)

Peter Cruddas —  Chief Executive Officer to 1 July 2010 and then Executive Chairman

John Jackson —  Non-executive

Kerem Ozelli - Group Director of Trading and Product Development {appointed 1
October 2010, resigned 30 June 2011)

Doug Richards -  Chief Operating Officer to 1 July 2010 and then Chief Executive
Officer

Simon Waugh - Non-executive Chairman of the Board to 1 July 2010 and then
Deputy Charman

The Directors are responsible for preparing the Annual Report and the financial statements in accordance
with applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year The Group
financial statements and the parent company financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRS} as adopted by the European Union Under company law
the Directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affars of the Group and the Company and of the profit or loss of the Company and Group
for that period In preparing these financial statements, the Directors are required to

¢ select suitable accounting policies and then apply them consistently,
« make judgments and accounting estimates that are reasonable and prudent,

s state whether IFRS as adopted by the European Union has been followed, subject to any matenal
departures disclosed and explained in the Group and Company financial statements respectively,
and
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o prepare the financial statements on the going concern basis unless it I1s nappropriate to presume
that the Company will continue in business

The Drrectors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company’s transactions and cisclose with reasonable accuracy at any time the financial position
of the Company and enable them to ensure that the financial statements comply with the Companies Act
2006 They are also responsible for safeguarding the assets of the Company and the Group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregulanties

The Directors in office on 30 June 2011 have confirmed that, as far as they are aware, there 1s no relevant
audit information of which the auditors are unaware Each of the Directors has confirmed that they have
taken all the steps that they ought to have taken as Directors In order to make themselves aware of any
relevant audit infformation and to establish that it has been communicated to the auditors  This confirmation
1s given and shouid be interpreted in accordance with the provisions of 418 of the Comparnies Act 2006

The Direclors are responsible for the maintenance and integrity of the Company’s website Legislation in the
United Kingdom governing the preparation” and dissemination of financial statements may differ from
legislation in other jurisdictions

Further information on the Board's activities, powers and responsibilites 18 included in the Corporate
Governance Report on pages 31 to 32

Corporate governance

The Company’s statement on corporate governance which forms part of this Directors’ Report is covered on
pages 30 to 35

Research and development

The Group has continued to invest significantly in the development of the CFD and spread bet next
generation platform in addition to mamntaining existing infrastructure with considerable effort appled by the
technical and software development teams £20 8m of development expenditure has been capitalised
durtng the year (2010 £19 9m)

Going concern

Having given due consideration to the nature of the Group's business, the Directors consider that the
Company and the Group are going concerns and the financial statements are prepared on that basis This
treatment reflects the reasonable expectation that the Group has adequate resources to continue in business
for the foreseeable future and the consideration of the various risks set out on pages 21 to 24 and financial
nsks described in note 4 to the financial statements

Policy on payment of creditors

It 1s the policy of the Company, and each company within the CMC Markets Group, to agree and clearly
communicate the terms of payment as part of the commercial arrangements negotiated with suppliers and
then to pay according to those terms based on tmely receipt of an accurate nvoice The Company had no
amounts due to trade creditors during the current or previous financial years Trade creditor days for the
Group, based on creditors as at 31 March 2011, were 29 days {2010 32 days)

Employee information

Collaboration

CMC Markets actively encourages its employees to contribute pioneering and innovative ideas The Group
strongly believe that the contribution of a talented and passionate team s wital for continued success
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The Group has a policy of keeping employees informed and engaged in its business strategy, performance,
key projects and initiatives via regular meetings and team briefings and the use of cur Company intranet

Equal opportunities and diversity

In order to deliver the promise of 3D Thinking, CMC Markets 1s committed to developing and supporting a
diverse workforce The Group highly values the differences and creativity that a diverse workforce brings
and 1s committed to recruiting, developing and retaining a world class team from a broad range of ethricities,
nalionalities, sexual orientation, gender identity, beliefs, religions, cultures, and physical abilites CMC
Markets seeks to establish a culture that values meritocracy, openness, fairness and transparency

CMC Markets affirms that it will not tolerate any form of unlawful and unfair discnimination  In searching for
talent the commitment ts always to recruit the best from the broadest applicant pool AII candidates have the
right to expect that they wilt be respected and valued for the richness of ideas whlch they will.bring to the
Group

Health and safety

The health and safety of the Group’'s employees and wisitors 1s of pnmary importance The Group I1s
committed to creating and maintaining a safe and healthy working environment Health and safety audits
and nsk assessments are carried out regularly

Corporate social responsibility

The Group beheves that high standards of corporate social responsibility make good business sense and
have the potential to enhance returns The nature of its business means that the Group's main impact on the
environment 1s energy consumption and travel, both on third party related busimess and by staff visiting
Group’s offices other than therr base Energy saving measures are included in the considerations of systems
design and n office practices across the Group Greater use of emall and electronic documentation rather
than paper based correspondence I1s encouraged and efforts are made to recycle waste such as paper and
IT hardware where appropriate

Acling responsibly extends to the Group’s treatment of customers, supphers, staff and third parties

Charitable and political donations

Chantable donations of £0 1m (2010 £0 1m) were made during the year No political donations were made
during the year (2010 £nil)

AGM

Notice of the 2011 Annual General Meeting 1s set out on pages 79 and 80

In addition to the ordinary business it 1s proposed that a resolution will be put to the meeting to approve the
conversion of 264,965 ordinary shares to deferred shares in accordance with the terms of grant to
employees who have now left the Group and to authorise the purchase of those shares and others
previcusly converted to deferred shares by the Company

Resolutions are included in the notice of meeting to give Directors the authority for the maximum statutory
period of five years to allot the unissued shares of the Company and, subject te the foregoing authority being
provided, to permit the Directors to 1ssue such shares wholly for cash on a non-premptive basis These
resolutions seek to renew similar authorties given to the Directors by shareholders at the 2010 Annual
General Meeting A resolution is afso proposed to permit political donations of up to £100,000
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Independent auditors

PricewaterhouseCoopers LLP acted as auditors throughout the year In accordance with s489 and s492 of
the Companies Act 20086, resolutions proposing the re-appointment of PricewaterhouseCoopers LLP as the
Company’s auditors and authorising the Directors to determine the auditors’ remuneration will be put to the
2011 Annua! General Meeting

By order of the Board

Graham Symonds
Company Secretary

CMC Markets plc
Registered number 5145017
30 June 2011
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The Directors and senior management of CMC Markets are fully aware of the benefits of robust and effective
Corporate Governance Apart from the advantages that clanty and accountabiity bnng to management the
value it adds to commercial activities 1s acknowledged

The Board has put in place a governance structure which it believes is appropriate to the operations of an
onhne retall financial services trading group and reflects the size and the stage of development of the
business CMC Markets plc I1s an unlisted public company and 1s not required to meet the provisions of the
Listing Rules of the UK Listing Authonty or the Financial Reporting Council's UK Corporate Governance
Code However, the Board 1s aware of the relevance of these and the Directors support best corporate
governance practice and its prachcal application as considered suitable with regard to the Group's
operations The structure 1s regularly reviewed and monitored and any changes are subject to Board
approval

The objectives of the governance structure are
s to satisfy the needs of the business for proper consideration and decision making,

¢ to provide a clear management support and monitoring framework to add value to the business and
tdentify and control nsks,

« to ensure good governance principies are followed including
o clear remits and definittons of responsibility, authonty, accountability and hines of report,
o provision of appropriate delegated authority,

o a framework to facilitate effective checks and balances in management and oversight
processes,

* to allow and encourage effective constructive challenge of the executive, and
¢ to apply best practice governance principles appropriate to the business

The governance structure 1s regularly reviewed for effectiveness and adapted as required to fit the needs of
the Group’s businesses and ther management

BOARD OF DIRECTORS

] i |
Nemination
and
Remuneration
Caommittee

JAudit Cominntee Risk Commbtes

My o o e o o o o o <
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Board responsibilities

The Board has overall responsibility for the Group’s affars It comprises three executive and three
independent Non-executive Directors The calibre of all the Non-executive Directors and thewr number s
regarded as more than capable of carrying sufficient weight in the Board's decision-making and to chalienge
the executive The Directors believe that the Board has a balance of skills, experience and service to provide
effective strategrc leadership and proper governance of the Company and Group The current composition of
the Board 1s considered appropniate for the full and proper discharge of its responsibilities The Articles of
Association of the Company do not require the Directors to retire by rotation

The Board 1s responsible for the management of the Group, setting strategic aims and determining policy
Changes to the roles of some of the Directors during the year and since the year end are set out In the
Drrectors’ Report The roles of the Executive Chairman and CEQ, applicable since 1 July 2010, are defined
In writing and have been approved by the Board From 1 July 2010 the Executive Chairman’s responsibility
has been the development of the business The effectiveness of the Board i1s the responsibility of the Non-
executive Deputy Charrman Supported by senior executives the CEQ 1s responsible for the implementation
and execution of strategy and policy The Executive Directors manage the Group’s operations on a day-to-
day basis and are in frequent contact with each other in addition to attending formal Board meetings Key
performance indicators are included in the performance evaluation process for Executive Directors and other
senior executives and are used in determining their remuneration

A statement of the Directors’ responsibilittes in respect of the financial statements, the statement regarding
the use of the going concern basis for preparation of the financial statements and the disclosure of
information to the auditors are included in the Directors’ Report on pages 26 and 27

The Board has a formal schedule of matters specifically reserved to it which includes
+ sefting strategic aims, values and standards to promote the Group's best interests,
= controlling and overseeing of business management,

» setting nsk parameters and final overall nsk management,
s ensuring adequate financial and human resources,
+ meeting obligations to shareholders and stakeholders,
» providing guidance and direction to subsidianes’ managements,
+ estabishment, maintenance and review of effective systems and controls for
o complhance with applicable requirements of regulatory systems
o countering the nsk of use of the Group to further financial cnime
o identifying, measuring, managing and controlling risks
o ensuring business contmuity
o ensuring adequate records are maintained,

+ delegation of authonty where appropriate, recewving reports and recommendations from Board
Committees and monitoring the discharge of delegated authorties, and

« the review of policies, procedures, frameworks, standards and controls required for business
operations

All the Directors regularly receive full and timely infermation required to enable them to perform therr role
The Board met eight times in the year and Directors’ workshops and briefings were also held on particular
Issues requiring thewr attention Directors receive appropriate traning on appointment and as necessary
during therr service and also recewve regular briefings from the executive on proposed developments or
changes to the law or regulations that affect the Group Each Director has access to the advice and services
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of the Company Secretary The Directors may take independent professional advice at the Group's expense
and Directors and Cfficers hability insurance s 1n place as permitted under the 2006 Companies Act

Board committees

The Board Audit, Risk and the Nomination and Remuneration Committees carry out duties delegated fo
them by the Board and set out in written terms of reference

Board Audit Committee

The Audit Committee 1s chaired by David Bennett who has recent and relevant financial experience The
other members are John Jackson and Simon Waugh It may invite attendance by senior executive
management and regular attendees include the CEO, CFO and the Group Heads of Risk and Compliance
Representatives of the external auditors attend meetings when financial results are under consideration and
to discuss Issues relating to the audit and financial control of the Group The Audit Committee meets at least
three times a year (In the year under review it met four tmes) The Audit Committee’s authority extends to
seeking information from any employee, all of whom are required to cooperate with any request from the
committee

The duties of the commuttee are set out In written terms of reference approved by the Board which include
+ the review of the annual report and financial statements Including the going concern assumption,

+ evaluation of the nature and scope of the external audit, the external auditor's plan for the audit of
the financial statements, its management letter, fee, independence, quality controls and
consideration of its major findings and management's response to those,

« consideration of the appointment, re-appomtment or removal of the external auditor and its terms of
engagement and remuneration including reviewing the engagement letter at the start of each audit,

 review of the internal audit programme and key matenal outcomes and to ensure that the function 1s
properly resourced, directed and supported and to monitor management's response to internal audit
findings and recommendations, and

« the review of policies and procedures relating to financial management and the effectiveness of
systems for internal financial control and reporting

Board Risk Committee

The Board Risk Committee s chared by Simon Waugh with David Bennett and John Jackson as members
Invitations to attend may be extended to senior management and regular attendees include the CEO, CFO
and the Group Heads of Risk, Legal and Compliance During the year the committee met four times lts
authority extends to seeking information from employees all of whom are required to co-operate with any
request of the committee

The duties of the committee are set out in written terms of reference approved by the Board which include
» the review of policies and processes for identifying, assessing and managing risk,

* the oversight of financial, operational and reputational risks and morutoring therr management and
control These include market, credit, capital adequacy and hquidity risks and operational nisks such
as information technology, business continuity, financial crime, legal and regulatory Issues,

+ review of the effectiveness of systems for internal controls and reporting on financial (business),
operational and reputational risk management,

s the review and recommendation of statements included in the annual report 1n refation to the internal
control and management of nisk
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Nomination and Remuneration Committee

The Nomination and Remuneration Committee 1s charred by Jochn Jackson with David Bennett and Simon
Waugh as members Attendance may be invited from senior executive management and regular attendees
include the CEO and the Group Head of HR Meetings are held at least twice a year and written terms of
reference as approved by the Board include

the regular review of the structure of the Board, to lead the process for making Board appointments
and to ensure plans are in place for orderly succession,

participation with the Board in its periodic review of the performance of Directors and to make
recommendations arising from such review,

consideration and penodic recommendation to the Board of the remuneration policy (including
incentives linked to the Company's performance measured, amongst other things, by financial
results adjusted for risks) relating to the executive Directors and other senior executive managers
that 1t 1s designated to consider and ensurning that such policy attracts and retains high calibre
Directors and senior executive management, and

the review of Group wide annual salary arrangements, performance related pay schemes and
tncentive plans and to consider and make recommendations in respect of therr rationale, structure
and aggregate cost

Management committees

The corporate governance structure as agreed by the Board includes management committees and working
groups which together provide a framework to support and monitor the management of the Group The
Group Executive Committee (GEC) 1s the senior decision taking forum, chaired by the CEQ and compnsing
the functional heads of the business with delegated authorty from the Board to manage the Group's
businesses The GEC i1s responsible for the delivery of Group Strategy and 1s accountable for its execution
within the business though three core elements

Group Markets Strategy (customers and products)
Group Financial Strength
Group Operations and Risk Strategy (1T, Operations, Compliance, Legal, HR and Risks)

To facilitate these the GEC terms of reference cover

the regular co-ordination of executive management for the executton and implementation of business
strategy approved by the Board,

setting and monitoring the business performance framework through budgets, re-forecasts, targets
and KPls,

executive management of the Group’s financial, operationat and reputational nsks and managing the
nsk appetite as set by the Board,

prioritising and delegating areas of specific operational importance,
managing I1ssues ansing through escalation from the supporting working groups,
the direct engagement in the delivery of the Markets Strategy including

o Business development

o Products

o Customers including championship and TCF,

managing HR strategy,
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¢ managing commurications, and

+ the consideration and approval of policies, procedures, frameworks, standards and conirol sysiems
required for business operations, including nsk management

Prior consideration of operations and nsk matters 1s provided by the Operations and Risk Group, a senior
management group reporting o the GEC staffed by GEC members responsible for the functions 1t covers
governance processes, IT, business operations, financial, operational and reputational nsk management,
compliance, legal, internal and external audit, and corporate administration

Four working groups report to the Operations and Risk Group These monitor and supervise the crtical areas
of financial (business) risks, operational risks, comphance and financial crime, and internal audit These are
charred by the functional heads and staffed by senior managers and specialists in each field they cover
which include, for example, treasury and capital 1ssues, money laundenng and client money matters As part
of the governance structure these three working groups also have a direct reporting line to the Board Audit
and Risk Committees as appropnate in arder to ensure that the oversight and challenge obligations of the
latter can more directly be discharged

Each of the GEC and the working groups outlined above has terms of reference approved by the Board
Meetings are formally scheduled at least once a month although should a particular matter require
immediate consideration they can be convened quickly to determine any necessary action

Risks

The ongoing process of identifying, assessing and treating the significant rnsks facing the Group 1s
coordinated by the nisk function This process has been in place for the full year under review and to the date
of the approval of the Annual Report and accounts The prnincipal risks and uncertainties affecting the Group
and the responsibilities for the management of the key nsks are set out on pages 19to 24

Regulation

CMC Markets’ worldwide regulated entities and the relevant regulatory authorities are set out below In order
to meet regulatory requirements, they are monitored by specialist executives in the finance, nsk, legal and
complance functions globally, supported by the governance structure and processes

CMC Markets entity Financial services regulator(s) .

CMC Markets UK pic Financial Services Authonty (FSA), UK
CMC Markets UK plc — European branches FSA, UK, and

Austna Finanzmarktaufsicht (FMA), Austna
CMC Markets UK plc Zweigniederlassung Wien

italy
CMC Markets UK plc Succursale di Milano

Commussione Nazionale per le Societa e la Borsa (CONSOB),
Italy

France Autorité des Marchés Financiers (AMF}, and
CMC Markets UK plc, France Autonté de Controle Prudential (ACP)
Germany Bundesanstalt fiir Finanzdienstiesstungsaufsicht (BafFm),

Niederlassung Hamburg der CMC Markets UK plc
Niederlassung Munchen der CMC Markets UK plc

Germany

Norway
CMC Markets UK plc Filal Oslo

Fianstisynet {The Financral Supervisory Authonty of Norway)

Republic of Ireland
CMC Markets UK plc, Republic of Ireland

Insh Financial Services Regulatory Authonty (IFSRA), lreland

Spain
CMC Markets UK plc, Sucursal en Espafia

Comisién Nacional del Mercado de Valores {CNMV), Spain

Sweden
CMC Markets UK plc Filial Stockholm

Finansinspektionen {Financial Supervisory Authonty Sweden)
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7CI’:IIC Markets entity
CMC Markets UK plc — Representative Office

Financial services regulator(s)

Being Representative Office of CMC Markets UK plc

China Banking and Regulatory Commission

CMC Spreadbet plc FSA, UK
CMC Spreadbet plc —~ European Branch
Repubhic of Ireland FSA, UK, and

CMC Spreadbet plc Republic of Ireland

Insh Financial Services Regulatory Authonty (IFSRA), Ireland

CMC Markets Asia Pacific Pty Ltd

Austrahan Securities and Investments Commission (ASIC)

CMC Markets Pty Ltd

ASIC

CMC Markets Stockbroking Ltd

ASIC, and
Australia Stock Exchange {ASX)

CMC Markets Canada Inc

{Operating as Marches CMC Canada in Quebec)

Invaestment Industry Regulatory Orgamzation of Canada
(HROC},

Autorité des Marchés Financiers {(AMF)
Ontano Secunties Commission, and
Bntish Columbia Secunties Commission

CMC Markets Japan Kabushiki Kaisha

Financial Services Agency (JFSA), Japan,
Ministry of Economy, Trade and Industry (MET!), and
Ministry of Agriculture, Forestry and Fishenas (MAFF)

CMC Markets NZ Ltd

Securrties Commisston of New Zealand

CMC Markets Singapore Pte Ltd

Monetary Authority of Singapore (MAS)

CMC Markets UK plc (South Afnica)

Financial Services Board (FSB), South Afnca

Company meetings

The Executive Directors and the Chairmen of the Audit, Risk and Nomination and Remuneration Committees
of the Board will be available to answer questions at the 2011 Annual General Meeting

The Notice of the Annual General Meeting and related papers are sent to shareholders at feast 21 clear days

before the meeting
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We have audited the group and parent company financial statements (the “financial statements") of CMC
Markets plc for the year ended 31 March 2011, which comprise the consolidated income statement, the
consolidated statement of comprehensive income, the Group and Parent Company balance sheets, the
Group and Parent Company statements of changes in equity, the Group and Parent Company cash flow
statement, and the related notes The financial reporting framework that has been apphed in ther
preparation s apphcable law and International Financial Reporting Standards (IFRSs) as adopted by the
European Union and, as regards the parent company financial statements, as applied in accordance with the
provisions of the Companies Act 2006

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Report set on pages 26 and 27, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and farr view Our
responsibility 1s to audit the financial statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors

This report, including the optnions, has been prepared for and only for the company’s members as a body In
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, in
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report 1s shown or into whose hands 1t may come save where expressly agreed by our prior consent in
writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from matenal misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policies are approprate to
the Group’s and Company’'s circumstances and have been consistently appled and adequately disclosed,
the reasonableness of significant accounting estimates made by the Directors, and the overall presentation
of the financial statements

Opinion on financial statements

In our opinion

+ the financial statements give a true and fair view of the state of the Group's and of the Company's
affars as at 31 March 2011 and of the Group's loss and Group's and Parent Company’s cash flows
for the year then ended,

+ the Group financial statements have been properly prepared in accordance with IFRSs as adopted
by the European Union,

» the Parent Company financial statements have been properly prepared in accordance with IFRSs as
adopted by the European Union and as applied in accordance with the provisions of the Companies
Act 2006, and

s the financial statements have been prepared in accordance with the requirements of the Companies
Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the Information given in the Directors’ Report for the financial year for which the financial
statements are prepared i1s consistent with the financial statements
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Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, In our opinion

» adequate accounting records have not been kept by the Company, or returns adequate for our audit
have not been received from branches not visited by us, or

» the Company financial statements are not In agreement with the accounting records and returns, or
+ certain disclosures of directors’ remuneration specified by law are not made, or

+ we have not received all the information and explanations we require for our audit

o W

Hemione Hudson (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

30June 2011

Notes

a) The maintenance and integnty of the CMC Markets plc website 1s the responsibility of the directors, the work
camed out by the auditors does not involve consideration of these matters and, accordingly, the auditors
accept no responsibility for any changes that may have occurred to the financial statements since they were
intially presented on the website

b} Legislaton in the Umted Kingdom governing the preparation and dissemination of financial statements may
differ from legislation in other junsdiction
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2011 2010
GROUP Notes £m £m
Revenue 1607 143 7
Net interest ncome 6 10 23
Total revenue 5 1617 1520
Rebates and levies (24 8} (22 5)
Net operating income 5 1369 1295
Operating expenses 7 {118 2) (112 4)
EBITDA (Y 187 171
Depreciation and amortisation (28 6) (28 4)
Impairment of fixed assets (12 3) -
Operating loss (22 2) (11 3}
Finance costs 9 (15) (17)
Loss before taxation 10 (237) (130}
Taxation 1" 43 38
Loss for the year attnbutable to owners of the Company (19 4) (9 2)
Earnings per share
Basic {p) 12 {6 9p (34)p
Diluted (p) 12 (6 9p (34)p

(1) EBITDA represents earmings before interest, tax, depreciation and amortisation, but includes interest income classified as trading revenue

As permitted by Section 408 of the Companies Act 2006, the Company has not presented its own income statement or
statament of comprehensive income The loss for the year ended 31 March 2011 dealt wathin the financial statements of the
Company was £160 1m (2010 £61 6m loss) The Company had no other comprehensive income
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2011 2010
GROUP £m £m
Loss for the year {19 4) (92)
Other comprehensive income
Loss on net investment hedges net of tax {09) (33)
Currency translation differences 14 31
Other comprehensive income/{losses) for the year 05 (02)
Total comprehensive losses for the year attributable to owners of the Company (18 9) (94)
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GROUP COMPANY
2011 2010 2011 2010

Notes £m £m £m £m
ASSETS
Non-current assets
Intangible assels and goodwill 13 310 439 - -
Property, plant and equipment 14 237 142 - -
Investment in subsidiary undertakings 15 - - 163 3 3245
Deferred tax assels 23 113 117 02 .
Total non-current assets 660 698 163 5 3245
Current assets
Trade and other receivables 16 283 251 366 126
Financial assets 17 116 60 - -
Current tax recoverable 07 0.7 - -
Amounts due from brokers 993 997 - -
Cash and cash equivalents 18 636 734 - -
Total current assets 2035 204 9 366 126
Total assets 260 5 274 7 2001 337 1
LIABILITIES
Current liablilities
Trade and other payables 19 1153 1169 294 1656
Financial habilibes 20 387 268 - -
Provisions 22 29 22 - 03
Total current labilities 156 8 145 9 394 168
Non-current liablilties
Trade and other payables 19 67 25 - -
Deferred tax habilibes 23 69 4.7 - -
Financial iabhbes 20 15 - - -
Total non-current liabilities 91 72 - -
Total liabilitles 166 0 153 1 394 16 8
EQUITY
Equity attributable to owners of the Company
Share capital 24 07 707 707 707
Share pramium 24 333 333 333 333
Own shares held in trust 25 (16) {31 - -
Other resaerves 27 {45 9) (46 4} - -
Retained earmnings 470 671 567 2163
Total equity 103 5 1216 160 7 3203
Total equity and liabilitles 2609 5 2747 2001 337 1

The Financial Statements on pages 38 to 78 were approved and authonsed for issue by the Board of Directors on 30 June 2011
and signed on its behalf by

A Contilie—,

Peter Cruddas, Chairman Doug Rich .

40




CMC Markets plc
Annual Report 2011

Statement of changes in equity

For the year ended 31 March 2011

Own
shares
Share Share held in Other Retained Total
capitai premium trust reserves earnings Equity
GRCOUP £m £m £m £m £m £m
Balance at 1 Apnl 2009 640 - 37 (46 2} 756 897
Total comprehensive expense for the
year - - - 02) (92) (9 4)
Share-based payments - - - 05 05
Tax on share-based payments - - - - 02 02
Shares issued in the year 67 333 - - - 400
Acquisiion of own shares held in trust - - {02) - - (0 2)
Disposal of own shares held in trust - - 08 - - 08
Balance at 31 March 2010 m7 333 {31) {46 4} 671 1216
Total comprehensive income/(expense)
for the year - - - 05 (19 4) (18 9)
Share-based payments - - - - 05 05
Acquisition of own shares held in trust - - 01 - - (01)
Disposal of own shares held in trust - - 16 - {12) 04
Balance at 31 March 2011 707 333 (16) {45 9) 47 0 103 5
Total equity 15 attnbutable to owners of the Company
Share Share Retained Total
capital premium earnings Equity
COMPANY £m £m £m £m
Balance at 1 Apnl 2009 64 0 - 2774 3414
Total comprehensive expense for the year - - (61 6) (61 6)
Share-hased payments - - 05 05
Shares 1ssued in the year 67 333 - 400
Balance at 31 March 2010 707 333 2163 320.3
Total comprehensive expense for the year - - {160 1) {160 1)
Share-based payments - - 05 05
Balance at 31 March 2011 707 333 567 160 7

£
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GROUP COMPANY

2011 2010 2011 2010
Notes £m £m £m £m

Cash flows from operating activities
Cash generatad from /{used in) operations 29 216 (29 5) (09) 24
Net interest income 10 23 - -
Tax recovered /(paid) 13 50 - {10)
Net cash generated from/(used in) operating activities 239 (22 2) (0 9) 14

Cash flows from investing activities
Purchase of property, plant and equipment (PPE) {16 6} (34) - -
Investment in intangible assets {20 8) {16 7) - -
Proceeds from disposal of subsidiary 02 - 02 -
Deferred consideration paid (03) {14) (03) (14)
Dividends received - - 10 -
Net cash (used in)/generated from Investment activities (37 5) (21 5) 09 {14}

Cash flows from financing activities
Repayment of borrowings {0 8) (40 0) - (40 0}
Proceeds from borrowings 59 200 - -
Proceeds from issue of ordinary shares - 400 - 400
Acquisibon of own shares held in trust (01) {0 2) - -
Proceeds from sale of own shares 04 08 - -
Finance costs (15) 07) - -
Net cash from financing activities 39 199 - -
Net decrease in cash and cash equivalents 97) (23 8) - -
Cash and cash equivalents at the beginning of the year 734 1025 - -
Effect of foreign exchange rate changes (0 1) (53) - -
Cash and cash equivalents at the end of the year 18 63 6 734 - -
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1 General information
Corporate information

CMC Markets plc {the Company) 1s a company incorporated and domiciled in England and Wales under the Companies Act
2006 The nature of the operations and pnncipal activities of the CMC Markets pic group (the Group) are set out in note 5

Functiona!l and presentation currency

ltems included in the financial statements of each of the Group's entities are measured using the cumency of the pnmary
economic environment in which the entity operates ('the functional currency’}) The consolidated financial statements are
presented in Sterling (GBP) which i1s the Company's functional and the Group’s presentatton currency Foreign operations are
included in accordance with the policies set out in note 3

2 Basis of preparation
Basis of accounting

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted
by the European Union, International Financial Reporting Interpretations Committee (IFRIC) interpretations and the Companies
Act 2006 applicable to companies reporting under [FRS

The financial information has been prepared under the historical cost convention, except for the revaluation of certain financial
assets and financial liabities {(including denvative instruments) at fair value through profit or loss, and in accordance with the
going concern basis The financial information 1s rounded to the nearest hundred thousand {expressed as millions to one
decimal place - £m)}, except where otherwise indicated The pnncipal accounting policies adopted In the preparation of these
financial statements are set out in note 3 below These policies have been consistently applied to all penods prasented, unless
otherwise stated

Changes in accounting pohlicy and disclosures
New accounting standards
The Group has adopted the following new and amended IFRS as of 1 Apnl 2010

¢ IFRS 3 (revised) ‘Business combinations’, and consequential amendments to 1AS 27, ‘Consolidated and separate financial
statements’ These changes apply to the Group prospectively for business combinations occurmng on or after 1 Apnl 2010
The revised standard continues to apply the acquisiion method to business combinations, with some significant changes
For example, all payments to purchase a business are to be recorded at farr value at the acquisition date, with contingent
payments classified as debt subsequently re-measured through the ncome stalement There 1s a choice on an acquisition-
by-acquisiton basis to measure the non-controlling interest in the acquiree either at far value or at the non-conirolling
interest's proportionate share of the acquiree’s net assets All acquisihon-related costs should be expensed The revised
standards had no impact on the current financial year and the Group expects that the impact on future results will depend on
the nature of transactions undertaken by the Group

IAS 27 (revised) requires the effects of all transactions with non-controlling interests to be recorded in equity if there 1s no
change in control and these transactions will no longer result in goodwall or gains and losses The standard also specifies the
accounting when control 1s lost Any remaining interest in the enbty 1s re-measured to far value, and a gam or loss 1s
recognised in profit or loss The Group cumently has no non-controlling interests but will apply IAS 27 (revised) prospectively
to transactions with non-controlling interests if these should anse

¢ [FRIC 17, 'Distnbution of non-cash assets to owners’ This interpretation provides guidance on accounting for arrangements
whereby an entity distnbutes non-cash assets to shareholders either as a distnbution of reserves or as dividends IFRS 5
has also been amended to require that assets are classified as held for distnbution only when they are avallable for
distnbution n their present conditon and the distnbution 1s highty probable There have been no non-cash distnbutions
dunng the current financiat year and it 1s not expected to have a matenal impact an the Group or Company's financial
statements in the future

» [FRS 5 (amendment), '‘Non-current assets held for sale and discontinued operations' The amendment providas clanfication
that IFRS 5 specifies the disclosures required i respect of non-current assets {or disposal groups) classified as held for sale
or discontinued operations It also clanfies that the general requirement of IAS 1 still apply, parkicularly paragraph 15 (to
achieve a fair presentation) and paragraph 125 {sources of estimation uncertainty) of IAS 1 The amendment has not had a
matenal impact on the Group or Company's financial statements

¢ IAS 1 (amendment}, 'Presentaton of financial statements’ The amendment prowides clanfication that the potential
settlement of a lability by the 1ssue of equity 1s not relevant to its classification as current or non-current By amending the
definiion of current liability, the amendment permits a habulity to be classified as non-current (provided that the enbity has an
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unconditional nght to defer settlement by transfer of cash or other assets for at least 12 months after the accounting penod)
notwithstanding the fact that the entity could be required by the counterparty to settle in shares at any tme The amendment
has not had a matenal impact on the Group or Company’s financial statements

» IFRS 2 (amendments), ‘Group cash-settled share-based payment transaction’ In additon to incorporating IFRIC 8, 'Scope
of IFRS 2', and IFRIC 11, IFRS 2 - Group and treasury share transactions', the amendments expand on the guidance in
IFRIC 11 to address the classification of group arrangements that were not covered by that interpretabion There are
currently no cash-settled share based payment arrangements but the Group will apply these amendments should such
arrangements anse

At the date of authonsation of these Financial Statements, the following new Standards and Interpretations relevant to the
Group were in 1ssue but not yet effective and have not been applied to these Financial Statements

+ IFRS 9, ‘Financial Instruments’ {effective from 1 January 2013) This standard was issued in November 2009 and addresses
clanfication and measurement of financial assets, as the first phase of the replacement of IAS 39, ‘Financial Instruments
Recognition and Measurement’ The impact on the Group's financial statements of the future adoption of the standard 1s still
under raview

« IAS 24 (revised), 'Related party disclosures’ (effective from 1 January 2011) The revised standard supersedes IAS 24,
‘Related party disclosures’, 1ssued in 2003, and clanfies and simplifies the definition of a related party The group will apply
the revised standard from 1 Apnl 2011, subject to EU endorsement, but it 1s not expected to significantly change the related
party disclosures currently provided

¢ [IFRIC 19, 'Extinguishing financiai habilities with equity instruments’, (effective from 1 July 2010) The interpretation clanfies
the accounting by an entity when the terms of a financial hability are renegotiated and result in the entity 1ssuing equity
instruments to a creditor of the entity to extingwish all or part of the financial hability {deb? for equity swap} It requires a gain
or loss to be recogmised in profit or loss, which 1s measured as the difference between the carrying amount of the financial
habibty and the fair value of the equity instruments 1ssued If the fair value of the equity instruments issued cannot be reliably
measured, the equity instruments should be measured to reflect the far value of the financial kability extinguished The
group will apply the interpretation from 1 April 2011, subject to endorsement by the EU It 1s not expected to have any impact
on the Group or the Company's financial statements

Basis of consolidation

The consolidated financial information incorporates the financiat information of the Company and its subsidianes made up to 31
March each year Subsidianes are all entities over which the Group has the power to govern the financial and operating policies,
generally determined by the ownership of more than 50% of the voting nghis of an investee enterpnse, so as to obtain benefits
from ts actvities

CMC Markets plc became the ultimate holding company of the Group under a group reorganisation in 2006 The pooling of
interests method of accounting was apphed to the Group reorgamisation as it fell outside the scope of IFRS 3 Busmsss
Combinations The Directors adopted the pooling of mterests as they believed it best reflected the true nature of the Group All
other business combinations have been accounted for by the purchase method of accounting

Under the purchase msthod of accounting, the identifiable assets, llablites and contingent liabilites of a subsidiary are
measured imitially at their fair values at the date of acquisition, irespective of the extent of any minonty interest The results of
subsidianes acquired or disposed of dunng the year are included in the Consohidated Income Statement from the effective date
of acquisibion or up to the effective date of disposal, as appropnate

Where necessary, adjustments are made to the financial information of subsidianes to brning the accounting policies used into
line with those adopted by the Group

All inter-company transactions, balances and unreahsed gans on transactions between Group companies are eliminated on
consohdation Unrealised losses are also eliminated unless the transacton provides evidence of an impaiment of the asset
transferred

Use of estimates

The preparation of financial statements in conformity with IFRS requires the use of certain cntical accounting estmates it also
requires management to exercise its judgement in the process of applying the Company’s accounting policies The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are sigmificant to the financial
statements are set out below

Acquisttions

When acquinng a business, the Directors have to make judgements and best estimates about the fair value allocation of the
purchase pnce and assets and llablities acquired Where necessary, the Directors will seek appropnate competent and
professional advice before making any such allocations There were no businesses acquired in the current financial year
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Impairment reviews

The Group tests annually whether goodwill and other intangibles have suffered any mmpairment in accordance with the
accounting policy for “impaiment of assets" descnbed in note 3 The recoverable amounls of cash-generating units (CGUs) are
determined using value-in-use calcutations These calculations are based on management assumptions and require the use of
estimates Details of the iImpairment of intangibles calculation and assumptions made are provided In note 13

Fair value of denvatives and other financial instruments

The farr value of financial instruments that are not traded in an active market (for example, over-the-counter denvatives) 1s
determined by using valuation techmgues The Group uses its jJudgement to select a vanety of methods and make assumptions
that are mamnly based on market conditions exsting at the end of each reporing penod Detalls of denvative financial
instruments held by the Group and therr valuation 1s provided in note 21

income taxes

The Group 15 subject to income taxes In numerous junisdictions Significant judgement i1s required in determining the wordwide
provision for income taxes There are transactions and calculations for which the ultimate tax determination ts uncertain dunng
the ordinary course of business The Group recognises habiliies for anticipated tax audit issues based on estmates of whether
additiona! taxes will be due Where the final tax outcome of these matters 1s different from the amounts that were recorded, such
differences wiil impact the income tax and deferred tax provisions in the penod in which such determination 1s made

3 Summary of significant accounting policies
Revenue

Revenue compnsas the fair value of the consideration received from the prowision of on-line financial services in the ordinary
course of the Group's activities Revenue 1s shown net of value added tax, customer rebates and discounts and after elimmnating
sales within the Group Revenue 1s recogmsed when it 1s probable that economic benefits associated with the transachon wll
flow to the Group and the revenue can be relably measured

The Group generates ravenue prncipally from fiow management, commussions and financing imcome associated with acting as
a market maker to its customers to trade contracts for difference (CFD) and financial spread betting

CFD and spread betting revenue represents profits and losses, including commissions and financing income, from customer
trading activity and the transactions undertaken to hedge these revenue flows Gains and losses artsing on the valuation of open
positions to far market value are recognised In revenue, as well as the gains and losses reahsed on positions which have
closed Revenue from the provision of financial information and stockbroking services to third parties 1s recogmsed at the later of
the rendenng of the service or the point at which the revenue can be reliably measured

Revenue also includes Interest receivable on customers’ money and broker trading deposits net of interest payable io
customers and brokers Interest revenue 1s accrued on a time bass, by reference to the pnncipal outstanding and at the interest
rate applicable

Rebates and levies

Revenue rebates payable to introducing partners, who are not themselves trading counterparties, and spread betting levies are
charged to the income statement when the associated revenus ts recognised and are disclosed as a deduction from total
revenue In denving net operating income

Segmental reporting

Operating segments are reported in a manner consistent with the intemal reporting provided to the chief operating decision-
maker The chief operating decision-maker, who 1s responsible for allecating resources and assessing the performance of the
operating segments, has been identified as the CMC Markets Board

Exceptional items

Income or expenditure in relation to a non-recurmng event 1s credited or charged to aperating profit and 1s classified under the
appropnate heading in the income statement Such items are disclosed as “exceptional”, when they are considered matenal in
size or 1n nature, to facilitate the assessment of the Group’s underlying operating profitabihity

Shars-based payment

The Group Issues equity-settled share-based payments to certain employees Equity-settled share-based payments are
measured at farr value (excluding the effect of non-market-based vesting conditions) at dats of grant The fair value determined
at the grant date of the equity-settled share-hased payment 1s expensed on a straight-line basis over the vesting penod, based
on the Group's estimate of shares that will eventually vest At each balance sheet date, the Group revises its estimate of the
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number of equity instruments expected to vest as a result of the effect of non market-based vesting conditions The impact of
the revision of the onginal estmates, if any, 1s recogrised in the profit or loss such that the cumulative expense reflects the
revised eshmate, with a corresponding adjustment to the equity-settled employee benefits reserve

The expected Wfe used in the model has been adjusted, based on management's best estmate, for the effects of non-
transferability, exercise restnctions and behavioural considerations

Retirement benefit costs

Pension scheme contnbutions to the Group's defined contnbutions scheme are charged to the income statement in the penod to
which they relate

Leases commitments

Leases, where the lessor retains substantially all the nsks and benefits of ownership of the asset, are classified as operating
leases The rentals payable under operating leases are charged to the income statement on a straight-line basis over the lease
term Benefits received and recewvable as an incentive to enter into an operating lease are accounted for in accordance with SiC
15 as lease incentives These are included within deferred iIncome and amortised to the iIncome statement so as to spread the
benefit on a straight-line basis over the lease term

Where a leasehold property becomes surplus io the Group's foreseeable business requirements, provision 1s made for the
expected future net cost of the property taking account of the duration of the lease and any recovery of cost achievable through
subletting

Taxation
The tax expense represents the sum of tax currenily payable and movements in deferred tax

The tax currently payable 1s based on taxable profit for the year Taxable profit differs from profit before tax as reported in the
Consoldated Income Statement because 1t excludes items of income or expense that are taxable or deductible in other years
and it further excludes tems that are never taxable or deductible The Group’s habihty for current tax 1s calculated using tax
rates that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s accounted for using the balance sheet habiity method in respect of temporary differences ansing from
differences between the carrying amount of assets and llabiities in the financial information and the corresponding tax basis
used in the computation of taxable profit In pnnciple, deferred tax Liabilihes are recognised for all temporary differences and
deferred tax assets are recogrised to the extent that it 1s probable that taxable profits will be available against which deductible
temporary differences may be utiised

Such assets and habilities are not recogrused if the temporary difference anses from the goodwill or from the inihial recognition
{other than In a business combination} of other assets and habilities in a transaction, which affects neither the tax profit nor the
accounting profit

Deferred tax habilites are recognised for taxable temporary differences ansing on investments in subsidianes, except where the
Group 1s able te control the reversal of the temporary difference and it 1s probable that the temporary difference will not reverse
in the foreseeable future

The carrying amounts of deferred tax assets are reviewed at each balance sheet date and reduced to the extent that it 1s no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered

Deferred tax I1s calculated at the rates that are expected to apply when the asset or hability 1s setlled Deferred tax 1s charged or
credited in the Consolidated Income Statement, except when i relates to tems credited or charged directly to equity, in which
case the deferred tax 1s also dealt with in equity Deferred tax assets and habilites are cffset when they relate to income taxes
levied by the same taxation authonty and the Group intends to settle its current tax assets and liabilities on a net basis

Foreign currencies

Transacttons denominated i currencies, other than the functional currency, are recorded at the rates of exchange prevailing on
the date of the transaction At each balance sheet date, monetary assets and labilites that are denominated in foreign
currencies are retranslated at the rates prevaiing on the balance sheet date Non-monetary assets and habihties camed at fair
value that are denommated in foreign cumrencies, are translated at the rates prevailing at the date when the far value was
determined Gains and losses ansing on retranslation are included in profit or loss for the year, except for exchange differences
ansing on non-monetary assets and habiities where the changes in fair value are recognised directly In equity

On consolidation, the assets and lrabilities of the Group's overseas operations are translated at exchange rates prevailing on the
balance sheet date Income and expense items are translated at the average exchange rates applicable to the relevant penod
Exchange differences ansing, If any, are classified as equity and transferred to the Group's translation reserve

Such translation differences are recognised as income or expense in the year in whrch the operation 1s disposed of
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Goodwll and far value adjustments ansing on the acquisition of a foreign entity are treated as assets and habiities of the
foreign entty and translated at the closing rate

Intangible assets
Goodwill

Goodwill represents the excess of the cost of acquisiton over the far value of the Group's interest in the dentifiable assets,
liabihes and contingent habilities of a subsidiary, at the date of acquisition Goodwill ansing on the acquisition of subsidianes 1s
included within ‘intangible assets’ at cost less accumulated impaiment losses

Goodwill 1s tested for impairment annually Any impairment is recognised immediately in the Consohdated Income Statement
and Is not subsequently reversed On disposal of a subsidiary, the attnbuted amount of unamortised goodwill, which has not
been subject to impairment, 1s included in the determination of the profit or loss on disposal

Goodwill 15 allocated to cash-generating units for purposes of impairment testing The allocation 18 made to those cash-
generating units or groups of cash generating units that are expected to benefit from the business combination, identified
according to business segmeant

Computer software (purchased and developed)

Purchased software is recognised as an intangible asset at cost when acquired Costs associated with maintaining computer
software are recognised as an expense as incurred Costs directly attnbutable to internally developed software are recognised
as an intangible asset only if all of the following conditions are met

¢ an asset Is created that can be \dentified,

« 1t s probable that the asset created will generate future economic benefits,

« the development costs of the asset can be measured rehably,

+ sufficient resources are available to complete the development, and

» 1t1s the Group's intention to complete the asset and use or sell it

Where the above conditions are not met, costs are expensed as incurred Directly attnbutable costs that are capitalised include
software development employee costs and an appropnate portion of relevant overheads Costs which have been recognised as
an asset are amortised on a straight ne basis over therr eshmated useful lives

Trademarks and trading licences

Trademarks and trading hcences that are separately acquired are capitalised at cost and those acquired from a business
combination are capitalised at the fair value at the date of acquissthon Following iniial recogmtion, Trademarks and trading
licences are carmed at cost or intial fair value less accumulated amortisaton Amortisation 1s charged to the income statement
on a straight line basis over therr estimated useful lives

Customer relationships

The far value attnbutable to customer relationships acquired through a business combimation i1s included as an intangible asset
and amortised over the estimated useful Iife on a straight line basts The fair value of customer relations 1s calculated at the date

of acquisifion on the basis of the expected future cash flows to be generated from that assel Separate values are not aitnbuted
to internally generated custemer relationships

A summary of the amortisation policies applied to the Group's intangible assets 1s as follows

Item Amortisation Policy
Computer software (purchased or developed) 3 or life of hicence
Trademarks and trading licences 10 - 20 years
Customer relationships 14 years

Useful lives are also examined on an annual basis and adjustments, where applicable, are made on a prospective basis
Property, plant and equipment

Property, plant and equipment (PPE} I1s stated at cost less accumulated depreciation and any recognised impairment loss Cost
includes the onginal purchase price of the asset and the costs atinbutable to bnnging the asset to its working condition for its
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intended use Depreciation 1s provided on ail PPE at rates calculated to wnte-off the cost, less estimated residual value based
on prices prevailling at the balance sheet date, of each asset on a straight-ine basis over its expected usefut ife as follows

ftem Depreciation Policy
Fumiture, fixtures and equipment 5 years
Computer hardware S years

The actual lives of the assets and residual values are assessed annually and may vary depending on a number of factors In
reassessing asset lives, factors such as technological innovation, product life cycles and maintenance programmes are taken
into account Residual value assessments consider issues such as future market conditions, the remaining life of the asset and
projected disposal values Consideration ts also given to the extent of cument profits and losses on the disposal of similar
assets

The gain or loss ansing on the disposal or retirement of an asset 1s determined as the difference between the sales proceeds
and the carrying amount of the asset and 1s recognised in the Consolidated Income statement

Impairment of assets

Assets that have an indefinite useful ife are not subject to amortisation and are tested annually for impaiment Assets subject to
amortisation or depreciation are reviewed for impairment If events or changes in circumstances indicate that the carrying
amount of the asset may not be recoverable If any such indication exists, the recoverable amount of the asset 1s estmated in
order to determine the extent of the iImpairment loss (if any)

The recoverable amount 1s the higher of net realisable value and value-in-use Net realisable value 1s the estimated amount at
which an asset can be disposed of, less any direct selling costs Value-in-use 1s the estimated discounted future cash flows
generated from the asset's continued use, including those from its ulimate disposal For the purpose of assessing value In use,
assets are grouped at the lowest levels for which there are separately identifiable cash flows

To the extent that the carrying amount exceeds the recoverable amount, the asset 15 wntten down to its recoverable amount
For assets other than goodwill, where an impairment loss subsequently reverses, the carrying amount of the asset s increased
to the lower of its onginal carrying amount and the revised estimate of its recoverabie amount

Financial assets

Regular purchases and sales of financial assets are recognised on a trade date basis where the purchase or sale of an asset 1s
under a contract whose terms require delivery of the assat within the timeframe established by the market concemed Financial
assets are derecognised when the nights to receive cash flows from the investments have expired or have been transferred and
the Group has transferred substantially all nsks and rewards of ownership

Financial assets are classified into the following specified categones

« ‘fair value through profit or loss’ {FVTPL),

+ |oans and recevables

The classification depends on the nature and purpose of the financial assets and is determined at the time of initial recognmition
Financial assets and habiltres at FVTPL

Financial assets are classified as at FVTPL where the financial asset is held for trading A financial asset 1s classified as held for
trading if it has been acquired principally for the purpose of disposal in the near future, and includes equiies purchased or
secunty lending enacted to hedge customer positions

Financial assets at FVTPL are inttially stated at farr value, and any associated transaction costs are expensed in the income
statement Gains and losses from subsequent changes in far value are recognised in the income statement in the period In
which they anse The net gain or loss recognised incorporates any dividend or interest eamed on the financiat asset

Loans and recervables

Loans and receivables are non-denvative financial assets with fixed or determinable payments that are not quoted in an active
market They are included in current assets, except for matunties greater than 12 months after the end of tha reporting penod
These are classified as non-current assets Loans and receivables are recogrised inially at cost, being the fair value of the
considerabon together with any associated issue costs After inihal recognmibion, loans and receivables are subsquently
measured at amortised cost using the effective interest method, less provision for impament
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The Group's loans and recelvables compnse ‘trade and other receivables’, "amounts due from brokers' and ‘cash and cash
equivalents’ in the balance sheet (notes 16 and 18)

Derivative financial instruments

Denvatives are mibally recogmised at far value on the date a denvative contract 1s entered into and are subsequently
remeasured at therr farr value The method of recognising the resulting gain or loss depends on whether the denvative I1s
designated as a hedging instrument, and f so, the nature of the itemn being hedged

The Group documents at the inception of the transaction the relattonship between hedging nstruments and hedged items, as
well as its nsk management objectives and strategy for undertaking vanous hedging transactions The Group also documents its
assessment, both at hedge inception and on an ongoing basis, of whether the denvatives that are used in hedging transactions
are highly effective in offsetting changes in fair values or cash flows of hedged items

The Group designates certain denvatives as either hedges of recogrised assets and habilities that are hughly probable forecast
transactions or hedges of foreign currency nsk of firm commitments {cash flow hedges), or hedges of net investments in foreign
operations

Cash flow hedge

A cash flow hedge is a hedge of a particular nsk associated with a recogmsed asset or hability, or a highly probably forecast
transachon These contracts are inttially recognised at fair value on the date the contract 1s entered into Movements in farr value
are recogrised within the income statement as they occur, unless the denvative forms part of an effective hedge relatonship, in
which case the effective portion of changes in farr value are recognised in other comprehensive iIncome Previously deferred
gamns and losses accumulated in equity are reclassified to the income statement in the same pernod dunng which the forecasted
transachon being hedged is recognised in the income statement

When a hedging instrument expires or 1s sold, or when a hedge no longer meets the cntena for hedge accounting, any
cumulative gain or loss existing in equity at that tme remains in equity and I1s recognised when the forecast transaction 1s
ultimately recogmsed in the income staternent When a foracast transaction 1s no longer expected t{¢ occur, the cumulative gain
or loss that was reported in equity 1s immediately transferred to the income statement

Hedges of net invesiments in foreign operations

Hedges of net investments in foreign operations are accounted for similarly to cash flow hedges Any gam or loss on the
hedging instrument relating to the effective portion of the hedge I1s recognised in equity in other comprehensive income The
gain or loss relating to the ineffective portion Is recognised immediately in the income statement

Gains and losses deferred in the foreign currency translation reserve are recognised in the income statement on disposal of the
foreign operation

Economic hedges

Economic hedges are held for the purpose of mitigating currency nsk relating to transactional currency flows ansing from
eamings In foreign currencies but do not meet the cntena for designation as either cash flow hedges or hedges of net
mnvestments in foreign operations Economic hedges are measured at farr value with any resulting gains or losses recogmsed in
the income statement in the penod in which they anse

Trade Receivables

Trade receivables are recognised imbially at fair value and subsequently measured at amortised cost using the effective interest
method, less provision for impairrment

A provision for impairment of trade receivables Is established when there 1s objective evidence that the Group will not be able to
collect all amounts due according fo the onginal terms of the receivables CMC Markets does not offer credit facilities to
customers undertaking foreign exchange, denvative and financial spread betting activities therefore any trade receivable ansing
1s considered imparred For trade recewables relating to financial information and stockbroking services, significant financial
difficulties of the debtor, probability that the deblor will enter bankruptey or financial reorgamsation, and default or delinquency in
payments are considered indicators that the trade recevable is mpaired The amount of the provision is the difference between
the asset’s carrying amount and the present value of estmated future cash flows, discounted at the onginal effective interest
rate

The carrying amount of the asset 1s reduced through the use of an allowance account, and the amount of the loss 1s recogmised
in the income statement within other operating costs When a trade recewvable 1s uncollectible, it 1s wnitten off against the
allowance account for trade receivables Subsequent recovenes of amounts previcusly wntten off are credited against other
operating costs' In the income statement
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Amounts due from brokers

All denvatives used for hedging are margin-traded therefore amounts due from brokers represent funds placed with hedging
counterparbes Assets or liabilites resulting from profits or losses on open positions are recognised separately as denvative
financial instruments

Cash and cash equivalents

Cash and cash equivalents compnse current account balances, bank deposits and other shori-term highly hiquid investments
with matunty dates of less than three months

Client money

The Group holds money on behailf of customers In accordance with the Customer Asset (CASS) rules of the Financial Services
Authonty and other financial markets regulators in the countries in which the Group operates Customer monies are classified as
either clhent money or cash and cash equivalents in accordance with the relevant regulatory agency's requirements The
amounts held on behalf of customers at the balance sheet date are stated in notes 18 and 19

Trade payables

Trade payables are not interest-beanng and are stated at farr value on initial recogrition and subsequently at amartised cost

Borrowings

All loans and borrowings are initially recognised at cost, being the fair value of the consideration received, net of 1ssue costs
associated with the borrowing After initial recogrition, interest-beanng loans and borrowings are subsequently measured at
amortised cost using the effective interest rate method Amortised cost 1s calculated by taking into account any 1ssue costs, and
any discount or premium on settlement Gains and losses are recognised in profit or loss when the liabilites are derecogrised or
impaired, as well as through the amortisation process

Provisions

Provisions for property and employee benefit trust commitments are recognised when the Group has a present obhgation (legal
or constructive) as a rasult of a past event where it 1s probable that the Group will be required to settle that obligation Provisions
are measured at the Directors’ best estimate of the expenditure required to settle the obligation at the balance sheet date and
are discounted to present value where the effect s matenal, The increase in the provision due to the unwind of the discount to
present value over tme ts recognised as an Interest expense

Share capltal

Ordinary and deferred shares are classified as equity Incremental costs directly attnbutable to the i1ssue of new shares or
options are shown in equity as a deduction, net of tax, from the proceeds

Employee benefit trusts

Assets held in employee benefit trusts are recognised as assets of the Group until these vest unconditionally to identified
employees A full provision 1s made in respect of assets held by the trust as there 1s an obligation to distnbute these assets {o
the beneficianes of the employee benefit trust

The employee benefit trusts own equity shares in the Company These investments in the Company’s own shares ('treasury
shares’) are held at cost and are included as a deduction from equity attnbutable to the Company’s equity holders until such
time as the shares are cancelled or transferred Where such shares are subsequently transferred, any consideration received,
net of any directly atinbutable incremental transaction costs and the related income tax effects, 1s included in equity attnbutable
to the Company's equity holders

4. Financlal risk management

The Group's Intemal Capital Adequacy Assessment Process (ICAAP), prepared under the requirements of the UK's Financial
Services Authonty and the Capital Requirements Directive (effective from 1 January 2009), 1s an on-going assessment of CMC
Markets’ nsks and how CMC Markets manages these nsks, subject {o the Group’s nsk appetite

The Board sets the strategy and policies for managing these nsks and delegates the moritonng and management of these nsks
to vanous committees including the Board Risk Commitiee, the Board Audit Committee, Operations and Risk Group and the
Financial (Business) Risk Group

Financial nsks ansing from financial instruments are categonsed into market, credit and iquidity nsks which, together with how
CMC Markats categonses and manages these nsks, are descnbed below

Management constders the carrying value of all financial assets and habilities to be the approximate equivalent of the farr value
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Market nsk

CMC Markets does not enter into propnetary trading positions based on expectations of future market movements Market nsk
15 analysed as market pnce nsk, interest rate nsk and currency nsk

Market price sk

This 1s the nsk that the far value of a financial instrument will fluctuate due to changes in market pnces other than due to
currency or interest rate nsk

Market nsk anses from CMC Markets’ customers spread betiing and trading Trackers (contracts for difference {CFDs}), which
are based on underlying equittes and indices on world stock markets, foreign currencies, commodibes and government bonds
and the denvative (OTC and exchange-traded) or physical positions CMC Markets takes to hedge these customer positions
Customer positions are monitored at a Group leve! so all open positions held by CMC Markets’ cusiomers are combined to
calculate CMC Markets' total net customer exposure to ensure optimal hedging decisions are made All denvatives used to
hedge customer positions are margin-traded so the profit or loss ansing on the position is settled on a dally basis The use of
denvative financial instruments s governed by Group policies approved by the Board which provide wntten principles on their
use consistent with the Group's nsk management strategy

Mitigation of market risk

CMC Markets benefits from a number of factors which also reduce the volatility of its revenue and protect it from market shocks
as follows

« Dversification and hquidity of its product range

CMC Markets acts as a market maker in over 5,000 cross asset products — specifically, equites, equity ‘sectors’, indices,
commodities, treasunes (solely govemment bonds) and foreign exchange This high level of diversification tends to result :in
mmnimal concentration risk within the market nsk portfolio

Addiionally, CMC Markets predominantly acts as a market maker in hughly iiquid financial instruments 1t can actively hedge
s Diversification of customer base

In the year ending 31 March 2011, CMC Markets traded with over 75,000 customers {in ine with the pnor year} from over 100
countries This large international customer base has a range of diverse trading strategies resulting iIn CMC Markets emjoying a
high degree of natural hedging between customers This ‘portfolio effect’ leads to a sigmficant reducton in CMC Markets' net
markel axposure

+ Residual nsk - flow driven revenue mode!

The flow dnven revenue strategy descnbes the management of market nsk resulting from customer trading actwity through
active hedging in the markets Any residual nsk remaining after the natural market nsk mitigants notad above 1s managed as per
internally approved limits and guidelines

Market risk limits

Market nsk posttions are managed in accordance with CMC Markets' Risk Appetite Statement and Group Market Risk
Management Framework so the Group has sufficient capital resources to support the calculated Market Risk Capital
Reqguirement as well as staying within the Risk Appehte The Group manages this crucial component of capital adequacy with
‘nsk zones' from green through amber, red and black, which are intemnally set fimits 1n order to rmitigate the nsk of breaching
Capital Adequacy requirements The Market Risk policy requires that the Group's market nsk exposure, calculated under the
FSA's ‘position nsk requirement’ (PRR) methodology, should not hit the red zone, which 1s set at the Group's Individual Capital
Guidance {ICG) levet inctuding a Capital Planning Buffer that 1s required by the FSA To reduce the chances of the Group
entenng into the red zone, immediate remedial action must be taken to hedge customer exposure and reduce the Group's
overall market nsk exposure If the Group 1s in the amber zone

Overall customer exposures can vary significantly over a short penod of time and are highly dependent on undertying market
conditions Under the residual nsk flow model the Group's PRR has rematned well within the Board approved ngk appetite imit
and 1s broadly in ine with the pnor year
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2011 2010
Net PRR Gross Net PRR Gross
exposure exposure PRR exposure exposure PRR
£m £m £m £m £m £m
Asset class

Consolidated equities 36 2132 73 (15 8) 198 1 71
Commodities 03 69 12 (z1) 53 10
Treasuries 159 181 05 81 1286 03
Foreign exchange 43 4 434 35 225 225 18
632 2816 125 129 2385 10 2

Revenue Analysis

The diversity of the product range and global distnbution, as well as the diverse customer base, significantly reduces CMC
Markets’ revenue sensitivity to individual asset classes and instruments This can be quantified by analysing the five-day moving
datly average of daily net trading income

For the year ended 31 March 2011, there have been eight occurrences (2010 10) of the five-day dailly moving average of
trading profit exceeding £1 Om, compared to zero occurrences (2010 21) of a five-day trading toss occurnng The largest five-
day dally average trading profit over this pencd was £1 4m (2010 £1 3m) and the smallest five-day average trading profit was
£0 04m (2010 loss £0 9m)

Market nsk - stress testing

Group Financial Risk conducts market nsk stress testing on a daily basis The approach to this stress testing s taking volatility
stress factors and applymg them to net market nsk exposures in order to assess the market nsk impact Volatiity stresses are
denved from actual market price histories for 12 menths up to 31 March 2011 (31 March 2010 for the previous financial year) in
order to make the model more reliable, stress factors are defined for each asset class {consolidated equities, commodities,
treasunes and foreign exchange) Furthermore, volatiity stress factors for consolidated equities are defined per regton and for
commodities they are split between bullion, oil and other Volatlity stress factors for foreign exchange are spiit between major
currency pairs and all other currency pairs Applying regional as well as asset class based stress factors to exposures ensures
that the results are a fair representation of the potential market nsk the Group faces These stress factors and scenanos are
updated quarterly by Group Financial Risk  The Group also runs extreme case stress scenanos on a dally basis, where the
stress factors are broken down as mentioned above

The table below shows example results from 31 March 2011 and 2010 The stress factors were applied to each asset class or
asset sub-class market nsk exposure (customer exposure net of CMC Markets' hedging) at the reporting date

In 2011, CMC Markets was net long against unhedged customer positions - therefore the positive volatility stress resulted in a
positive trading revenue impact, and the negative volatility stress resulted in a negative trading revenue impact In 2010, the
position was net short, resulting In revenue impacts mowving in opposition to the volatility stresses Tha post-tax trading revenue
impact was +/- £0 3m (2010 +/- £0 7m) The Group's annual average post-tax revenue impact was +/- £0 5m (2010 +-£1 3m)

Increase Decrease

Change Change

Stress factor Net Net in Net in

range exposure eXpOsuUre revenue exposure revenue

2011 % £m £m £m £m £m
Asset class

Consolidated equites 269% -493% 36 36 - 35 -

Commodities 367%-494% 03 04 - 03 -

Treasunes 0 56% 159 160 01 159 (0 1)

Foreign exchange 188%-189% 179 18 1 02 177 (02)

377 38 1 03 374 03)

53




CMC Markets plc
Annual Report 2011
Notes to the financial statements

Increase Decrease

Change Change

Stress factor Net Net In Net in

range axposure exposure revenue exposure revenue

2010 % £m £m £m £m £m
Asset class

Consolidated equities 336%-488% (15 6) {16 1) {0 4) {15 0) 04

Commodities 431% - 11 30% {21) {22) 01 (20) 01

Treasunes 0 68% 81 81 - 80 -

Foreign exchange 2 30% - 2 50% (25) (27) (02) 23) 02

(12 1) {12 9) (07) (11 3) 07

Interest-rate risk
Interest rate nsk anses from the re-pricing of Group assets and habihties

CMC Markets pays interest on customer liabihties, represented by trade payables, once certain threshold balance levels are
met The Group receives interest from financial institutions on customer funds held based on short term interest rates in the
relevant currency The Group Is therefore a net recipient of interest iIncome and 1s negatively exposed to falling interest rates
across the currencies in which it transacts Total customer labihties and the cash received from customers represent on-
demand liabiiies and assets Given the on-demand nature of these items, it 1s not considered appropnate to hedge net interest
income resulting from these balances

Borrowings are used to finance broker trade receivables and are pnced at short term floating rates pus a credit margin The
broker trade receivable asset earns interest at floating rates Net interest cost I1s therefore fixed and does not represent an
interest rate nsk

Net corporate cash 15 invested in short term assets with financial institutions and 18 pnced from short term rates Falhng interest
rates will reduce the interest mcome earned on these balances The need to maintain access to these funds to meet short term
labilites means that 1t 1s not appropnate to hedge the medium term income eamed on these balances

The table below shows the impact of changes in interest rates on profit after tax and equity on a net basis including the impact
on both interest income and finance costs

2011 2010
Absolute Absofute Absolute  Absolute
increase decrease increase  decrease
£m £m £m £m
Impact of 1% absolute change
Profit after tax 27 (14) 35 {(09)
Equity 27 {14) 35 {09)
Impact of 3% absolute change
Profit after tax 62 (2 6) 88 (23)
Equity 62 (26) 88 (23)
Impact of 5% absolute change
Profit after tax g2 (38) 132 (38)
Equity g2 {38) 132 (3 8)

Foreign exchange rnsk
Foreign exchange nsk is the nsk that the Group's results are impacted by movements in foreign exchange rates
Balance sheet foreign exchange nsk anses from the revaluation of net, nen-functional currency assets and habihties of individual

trading entities of the Group Group policy Is to ensure that net currency exposures of individual entites wathin the Group are
hedged to miminuse the impact of foreign exchange movements on the income statement

54




CMC Markets pic
Annual Report 2011
Notes to the financial statements

Cashflow foreign exchange nsk anses from Group operating profit ansing in currencies other than the functional or
presentatonal currency Group revenue 15 eamed in the cumrency of the undesiying coniract and the pnneipal currency of
revenue 1s the USD as a result of being the underlying currency for significant equity, index, currency, commodity and ot
trading The Group has mimmal USD costs and therefore USD revenue contnbutes significantly to operating profit The Group
eams revenue In a number of other cumrencies but also incurs significant operating costs ansing from offices in those
junsdictions and therefore foreign exchange rate nsk 1s not matenal

Currency nisk 1s managed through a hedging program designed to rimmise volabhty in the mcome statement.
The effect on profit and equity of fluctuations in short-term foreign exchange rates 1s shown in the table below A positve value

in these tables represents an increase in profit or equity where the relevant currency strengthens against Stering A negative
value represents a decrease in profit or equity where the relevant currency weakens against Sterling

2011 2010
Depreciation Appreciation Depreciation Appreciation
against GBP against GBP against GBP against GBP
£m £m £m £m
Impact of 10% movement against sterling
Profit after tax 62) 76 {10 9) 133
Equity (6 2) 76 {10 9} 133

Credit nsk

The Group’s principal financial assets are deposits and other cash balances held with banks and other financial institutions,
trade and other receivables, amounts due from brokers and investments The maximum credit nisk 1s considered to be the
cairying value of these financial assets at the balance sheet date

Credit nsk 1s actively managed and controlled at CMC Markets by Group Financial Risk and Group Treasury Group Financial
Risk 15 responsibie for momitorning and controlhng customer credit nsk which resulis from customer trading achwity Customer
credit nsk 1s managed in accordance with the Group Customer Credit and Liquidity Risk Management Framework Group
Treasury Is responsible for managing and controlling corporate credit nsk

Financial institution credit risk

Credtht nsk anses from the banks and other financial insttutons with whom the Group deposits funds and from trade receivables
with brokers ansing from underlying hedging activity

Credit nsk rs managed on a Group basis with overall group-wide imits allocated to indwidual entites Credit exposures to these
counterparties are monitored on a monthly basis against approved credit and concentration himits

Credit imits are approved by the Board on the basis of an assessment of credit quality utihsing credit ratings, credt default
swaps and other appropnate measures The Group's credit nisk appetite 15 to hold 95% of all funds with institutions with a
rurimum long-term rating of A (Standard and Poor's} recognising that in some junsdictions, soversign ratings place a cap on the
maximum rating attainable by a financial institution

Management does not expect any losses from non-performance by these counterparties

The tables below present CMC Markets' exposure to financial institutions based on their long-term credit rating

2011 2010
£m £m

Long-term rating
AA to AA- 573 539
A+ to A- 1041 1222
BBB+ to BBB- 15 01
162 9 176 2

No cash balances or deposits wath instituhons were considered past due but not impaired or impaired (2010 £rul)
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Customer and other credit risk

CMC Markets operates a real-ime mark-to-market trading platform wath customer profits and iosses being credited and debited
automatically to thewr account

Customer credit nsk anses where customer funds deposited with CMC Markets (margin and free equity) are insufficient to cover
losses incurred upon hiquidation In particular, customer credit nsk can anse where there are significant, sudden movements in
the market1 e due to hugh general market valatity or specific velatility relating to an indmiduat underlytng financial instrument

CMC Markets management of custorner crecit nsk i1s significantly aided by automatic hquidation on its trading platform In
addition, the Group Customer Liguidation Policy and Procedure clanfies the Group's approach to iquidation management, and
has resulted in significantly smproved customer iqguidation times and ulbmately reduced credit nsk exposure

If a customer's free equity (total equity tess total margin requirement) hecomes negative, the customer i1s requested to deposit
additional funds and is restncted from increasing ther position If the customer's intra-day losses increase such that their total
equity then falls below ther kquidation level amount, as specfied by CMC Markets, a iiquidation order 1s automatically
generated

Credit nsk 1s reported to CMC Markets’ senior management on a daily basis, as weli as intraday reporting in excephonal
circumstances

Group Financial Risk measures and reports the Potential Credit Risk Exposure (PCRE) for end of day positions through asset
hiquidty, negative free equity and instrument concentration reporting As at 31 March 2011, maximum Group PCRE was £0 12m
(2010 £0 08m) Average dally PCRE for the year ending 31 March 2011 was £0 42m (2010 £104m)

Credit Risk Stress Tesfing

CMC Markets stress tests 1is potential credit risk exposures at least on a monthly basis The key vanables in the mode!
(volatiites and probability of default) are stressed within four different stress scenarnios The results of these stress tests are
used to reach the Customer Credit Risk element of the Group's Counterparty Credit Risk Requirement (CRCR) The Group
stresses the exposures using the same volatility methodology as market nsk In addibion, the probability of default 1s stressed for
the most matenal customer positions These stress factors and scenanos are reviewed monthly by Group Financial Risk

Customer debt history

For the financial year to 31 March 2011, new debt ansing was £3 8m (2010 £3 4m) This constituted 2 8% of total trading
revenue {2010 28%) The Group establishes specific provisions against debts due from customers where the Group
determines that i s probable that it will be unable to collect all amounts owed in accordance with contractual terms of the
customers agreement Doubtful debt provisions for the financiat year to 31 March 2011 amounted to £1 5m (2010 £2 4m) - this
represented 1 1% of total trading revenue (2010 1 8%) Bad debt wntten off in the financial year to 31 March 2011 was £1 5m
{1 0% of revenue) (2010 £1 1m, 0 9% of revenue)

The table below details the movement on the Group provision for impairment of trade receivables

2011 2010

£m £m

Opening proviston 24 33
New debt provided for 06 11
Debt wntten off {15} {(20)
Closing provision 15 24

Debt ageing analysis

Group Credit Control works efficiently to minimise the effects of customer debts on the Company's profit and loss Customer
debts are managed very early in their life cycle in order to minimise them becoming doubtful debts and eventually being wntten
off The following table provides the aging of debts that are past due and the doubtful provisions charged agamst themn
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2011 2010

Debt Provision Debt Provision

£m £m £m £m

Less than one month . 05 01 07 01
One to three months 01 01 01 01
Three to 12 months 05 03 11 06
Qver 12 months 14 10 16 16
25 15 35 24

Liquidity Risk

Liquidity nsk 1s the nsk that CMC Markets has insufficient hquid assets to meet financial abihties as they become due Group
trading companies typically fall within regulatory iquidity regimes in each domicile

The Group's policy 1s to utilise a combination of iguidity forecasting and stress testing to ensure that the Group retains access to
sufficient hguidity in both normal and stressed conditions Liquidity ferecasting fully incorporates the impact of iquidity
regulations in force in each junsdictron and other impediments to the free movement of iguidity around the Group, Including its
own policies on mimmum hquidity to be retained by trading entites Monthly stress testing 1s carned out on a range of individual
and combunad, firm-specific and market-wide, short and long term scenarios that represent plausible but savere stress events to
ensure the Group has appropnate sources of iquidity in place to meet such events

The Group does not engage tn matunty transformation as part of its underying business and therefore maturity mismatch of
assets and habihhes does not represent a liquidity nsk to the Group

The key hquidity nsk to the Group anses from working capital, represented by the interaction of trade receivables from brokers,
cash and trade payables to customers Business growth typically requires a temporary outflow of liquidity to brokers as margin
which needs to be mel from the firm's own cash resources from access to customer funds under the vanous regulatory regimes
or from committed debt facilites available to the Group

Trade receivables can be realised on-demand by closing of hedge positions with brokers Similarly, trade payables te customers
can become due immediately «f customers close open trading positions

The Group has arranged a credtt line to meet short term hquidity obhigations to broker counterparties in the event that it does not
have sufficient access to own cash or funds from customers and to leave a sufficient liquidity buffer to cope with stress events

FX derivatives are settled gross therefore the gross receivable and payable balances are shown in the iquidity analysis below

Matunty analysis — as at 31 March 2011

Less than Three
On three months to After
demand months ohe year one year Total
£m £m £m £m £m
Financial assets
Cash 58 5 51 - - 636
Gross denvatives - 847 - - 847
Amounts due from brokers 993 - - - 993
Trade and other receivables 283 - - - 283
186 1 898 - - 2759
Financial liabilittes
Trade and other payables 1220 - - - 1220
Gross denvatives - 874 - - 874
Borrowings 230 03 11 15 259
1450 877 11 15 2353
Net liquidity gap 411 21 (11) {15) 406

57




CMC Markets plc
Annual Report 2011
Notes to the financial statements

Matunty analysis — as at 31 March 2010

Less than Three
On three months to After
demand months one year one year Total
£m £m £m £m £m
Financial assets
Cash 697 37 - - 734
Gross denvatives - 124 2 - - 124 2
Amounts due from brokers 987 - - - 997
Trade and other receivables 129 122 - - 251
182 3 140 1 - - 322 4
Financial liabilities
Trade and other payables 1133 61 - - 1194
Gross denvatives - 124 2 - - 124 2
Borrowings 200 - - 08 208
1333 130 3 - 08 264 4
Net iquidity gap 490 98 - {0 8) 58 0

Analysis of financial instruments by category

Financial assets and liabiities as determined by 1AS 39, ‘Financial Instruments Recognition and Measurement', are categonsed

as follows

As at 31 March 2011

Derivatives Derivatives
held for held for Loans and
trading hedging receivables Total
£m Em £m £m
Financial assets
Cash and cash equivalents - - 63 6 636
Denvatives 13 03 - 116
Amounts due from brokers - - 993 99 3
Trade and other receivables - - 283 283
13 03 191 2 202 8
Financial
Derivatives Derivatives liabilities at
held for held for amortised
trading hedging cost Total
£m £Em £m £m
Financial liabilities
Trade and other payables - - 1220 1220
Dernvatives 128 15 - 14 3
Borrowings - - 259 259
12 8 15 147 9 162 2
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As at 31 March 2010

Derivatives Derivatives
held for held for Loans and
trading hedging recelvables Total
£m £m £m £m
Financial assets
Cash and cash equivalents - - 734 734
Denvatives 47 13 - 60
Amounts due from brokers - - 997 997
Trade and other receivabies - - 251 251
47 13 198 2 204 2
Financlal
Denvatives Denvatives habilities at
held for held for amortised
trading hedging cost Total
£m £m £m £m
Financial Habilities
Trade and other payables - - 119 4 1194
Denvatives 58 02 - 60
Borrowings - - 208 208
58 02 140 2 146 2

Falr value estimation

The Group's assets and labilibes that are measured at fair vaiue are financial assets at FVTPL and denvative financial
instruments The table below categonses those financial instruments measured at far value based on the following far value
measurement hierarchy

+ Level 1 — quoted prices (unadjusted) in actve markets for identical assets or habilities,

+ Level 2 — inputs other than quoted pnces included within level 1 that are observable for the asset or hability, either directly
(that 1s, as pnces) or indirectly (that is, denved from pnces), or

+ Level 3 —inputs for the asset or hability that are not based on observable market data (that i1s, unobservable inputs)

2011 2010
Level 1 Level 2 Level 3  Total Level 1 Level2 Level3 Total
GROUP £m £m £m £m £m £m £m £m
Denvative financial instruments
Financral assets - 116 - 116 - 60 - 60
Financial habihhes - (14 3) - {(143) - (6 0} - (6 0)
- {(27) - {27) - - - -

Capital management
The Group's objectives for managing capital are as follows
« to comply with the capital requirements set by the financial market regulators to which the Group 1s subject,

s to ensure that all Group entities are able to operate as going concerns and satisfy any mimimum externally imposed capital
requirements, and

+ to ensure that the Group maintains a strong capital base to support the development of its business

CMC Markets 1s supervised on a consoldated basts by the UK's Financial Services Authonty {FSA)
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The Group's intema! Capital Adequacy Assessment Process {ICAAP), prepared under the requirements of the FSA and the
Capital Requirements Directive, 15 an on-going assessment of CMC Markets' nsks and nisk mitgation strategies, to ensure that
adequate capital 1s maintained against nsks that the Group wishes to take to achieve its business objectives

The outcome of the ICAAP is presented as an Intemal Capital Assassment {ICA) document covenng CMC Markets The ICA
covers all matenal nsks to determine the capral requirement over a three year honzon and includes stressed scenarios to
satisfy regulatory requirements The ICA 1s reviewed and approved by the Board on an annuat basis

The Group had significant sumplus regulatory capital over the regulatory capital requirements throughout the year Under FSA
rules, consohidated capital rescurces exceeded the consolidated capital resources requirement by 39% (2010 58%) In addibon
at 31 March 2011, the Group exceeded its ICG capital requirement as set by the FSA by £11 tm (2010 £18 7m) There has
been no breach of the regulatery capital requiraments dunng the financial year

5 Segmental analysis

Division structure

The Group's pnncipal business 1s online retail financial services and provides its customers with the ability to trade contracts for
difference {(CFD) and financial spread betting on a range of underlying shares, indices, foreign currencies, commodities and
treasunes CMC Markets also makes these services available to institutional pariners through white label and introducing broker
arrangements The Group also provides stock broking services in Austrafia The Group's core business s generally managed on
a geographical basis and for management purposes, the Group is organised into four dwistons

+ Eurcpe,

« Australa and New Zealand,

e« Asia, and

+ Canada

The Group’s institutional partners business was previously classified as a separate division however the operation, management
and control of this business has been brought in line with the remamnder of the business The comparative divisional results have
heen restated accordingly

Revenues and costs are allocated to the divisions that onginated the transaction Costs generated centrally are allocated to
divisions on an equitable basts, based on revenue or headcount

Divisional assets and labiliies consist of operating assets and lapiliies

Division results analysis

2011 2010

Net Net

Total operating Total operating
revenue income EBITDA revenue incoms EBITDA
GROUP £m £m £m £m £m £m
Europe 108 1 862 208 980 78 4 107
Australia and New Zealand 42 3 394 43 395 366 12
Asia 84 84 (49) 122 122 19
Canada 29 29 {15) 23 23 {2 9)
1617 136 9 187 1520 1295 17 1

A reconcihation of EBITDA to loss before tax 1s provided as follows
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2011 2010
GROUP £m £m
EBITDA 187 171
Depreciatton and amorbsation {28 B) (28 4)
impairment of intangible assets (123 -
Finance costs (15) (17)
Loss before tax (23 7) {13 0)

The measurement of net operating income for divisional analysis 18 consistent with that in the income statement

The Group uses ‘EBITDA’ to assess the financial performance of each dvision EBITDA compnses operating profit for the year
before interest expense, taxation, depreciation of property, plant and equipment and amortisation of intangibles Interest
expense 15 not allocated to divisions as hquidity and capital resources are managed by the Group's central treasury function

Interest income, which 1s inciuded within total revenue, and depreciation and amortisation are allocated to the divisions as

foliows
2011 2010
Depreclation Depreciation
Interest and Interest and
mcome amortisation mcome amortisation
GROUP £m £m £m £m
Europe {0 2) 155 18 199
Australta and New Zealand 09 110 04 80
Asia 02 16 01 03
Canada 01 05 - 02
10 286 23 28 4
Division assets analysis
2011 2010
GROUP £m £m
Europe 1650 1937
Austrahia and New Zealand 590 487
Asia 137 40
Canada 198 159
2575 262 3
A reconcihation of Divisional total assets 1s provided as follows
2011 2010
GROUP £m £m
Divisicnal total assets 2575 262 3
Unallocated assets
Deferred tax assets 113 M7
Current tax recoverable 07 07
Total assets 269 5 2747

The measurement of total assets for division analysis 1S consistent wath that in the Group balance sheet Assets are allocated

based on the operations cf the Division
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Geographical analysis

The Company ts domiciled in the UK Revenue and non-current assets attnbuted to the UK and other locations 1s given below
Revenue i1s allccated based on customer locatton Non-current assets afinbutable to each location excludes deferred tax and

are allocated on the basis of therr location

2011 2010
Non- Non-
current current
Revenue assets Revenue assets
GROUP £m £m £m £m
UK 348 493 380 457
Europe 498 14 437 18
Australia and New Zealand 407 34 356 88
Asia 95 05 117 06
Other 259 01 207 02
160 7 547 149 7 58 1
6. Net interest income
2011 2010
GROUP Em £m
Bank interest 45 41
Interest paid to brokers (33) {(19)
Interest (to)/from customers {0 2) 01
10 23
The Group eams interest income from its own corporate funds and from segregated customer funds
7 Operating expenses
2011 2010
GROUP £m £m
Net staff costs {note B) 495 516
IT costs 153 135
Sales and marketing 16 4 125
Premises 112 101
Other 258 247
118 2 112 4
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8 Employee information

The aggregate employment costs of staff and Directors were

2011 2010
GROUP £m £fm
Wages, salanes, bonuses and incentive payments 492 516
Social secunty costs 54 51
Post employment benefits 25 23
Share-based payments (note 26) 05 05
576 595
Capitalised internal software develgpment costs {8 1} {79)
Net staff costs 495 516
Compensation of key management personnei is disclosed in note 31
The average number of Directors and employees of the Group dunng the year 1s set out below
2011 2010
GROUP number number
By activily
Key management 6 g
Customer acquisitton and maintenance 281 312
IT development and support 123 170
Global support functions 309 293
719 784
9, Finance costs
2011 2010
GROUP £m £m
Interest on loan notes - 12
Interest on bank borrowings 156 03
Unwind of discount on provisions - 02
15 17
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10 Loss before taxation

2011 2010
GROUP £m £m
Loss before tax is stated after charging
Depreciation 68 61
Amortisation of intangible assets 218 223
Gain on disposal of subsidiary (14) -
Net (gain)loss on financial assets at FVTPL - (¢9)
Net foreign exchange loss 10 20
QOperating lease rentals 78 64
Auditor's remuneration for audit and other services (see below) 11 11
Fees payable to the Company's auditors, PrnicewaterhouseCoeopers LLP were as follows

2011 2010
GROUP £m £m
Audit services
Statutory audit of Parent and consolidation 02 02
Statutory audit of subsidhanes 03 02

05 04
Other services
Tax services 06 07
Other services - -
06 07

Total 11 11
11 Taxation

2011 2010
GROUP £m £m
Analysis of charge for the year
Current tax
Current tax on loss for the year 15 45
Adjustment in respect of previous penods {16} (19
Total current tax {01) 26
Deferred tax
Ongination and reversal of temporary differences (67) (7 8)
Adjustment in respect of previous penods 20 14
Impact of change in tax rate 05 -
Tota! deferred tax {42} (64)
Tax credit {4 3} (38)
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The tax for the year differs from the standard rate of UK Comporation Tax of 28% (2010 28%) The differences are explained

below
2011 2010
GROUP £m £m
Loss before taxation (237) (130}
Loss multiplied by the standard rate of corporation tax in the UK of 28% (6 6) (3 6}
Irrecoverable foreign tax 07 09
Expenses that are not recognised for tax purposes 14 09
Income not subject to tax {18) -
Losses not utiised/(utiised) 13 (0 1)
Adjustment in respect of share awards - (02)
Adjustment in respect of foreign tax rates - (07}
Effect of research and development tax concession {02) (0 5)
Adjustments in respect of previous penods 04 (0 5}
Change in tax rate 05 -
Tax credit {4 3) {3 8)
The tax (charged)/credited directly to equity during the year is as follows
2011 2010
GROUP £m £m
Defermred tax on share based payments - 02
Deferred tax on loss on net investment hedges 04 13
04 15

12 Earnings per share (EPS)

Basic EPS i1s calculated by dmviding the earmings atinbutable to the equity holders of the Company by the weighted average
number of ordinary shares in i1ssue dunng the year excluding those held in employee share trusts which are treated as

cancelled

For diluted eamings per share, the weighted average number of ordinary shares in 1ssue, excluding those held in employee
share trusts, I1s adjusted to assume conversion of alt dilubve potential ordinary shares, which consists of share options granted

to employees dunng the year ended 31 March 2011

2011 2010

Earnings Earnings

per per

Earnings Shares share Earnings Shares share

GROUP £m miitions pence £m millions pence

Basic and diluted EPS

Earnings attnbutable to ordinary

shareholders (19 4) 2820 (6 9) {9 2) 2733 {3 4}

8 1m (2010 11 9m) potentally dilutive ordinary shares In respect of share options in 1ssue dunng the year have not been
included in the calculation of EPS in the current financial year because their inclusion would be ant-dilutive
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13 Intangible assets
Trademarks Assets
Computer and trading Customer under

Goodwill software licences relationships development Total
GROUP £m £m £m £m £m £m
Cost
At 1 Apnl 2009 188 576 37 102 114 1017
Additrons - 101 - - 98 199
Reclassification - 36 - - {36) -
Foreign currency translation - 45 (0 4) (0 4) - 37
At 1 Apnl 2010 188 758 33 g8 176 1253
Additions - 56 - - 162 208
Disposals (73) (10) (0 4) (56) - (14 3)
Reclassification - 317 02 - (319) -
Foreign currency translation - 15 - 02 - 17
At 31 March 2011 115 113 6 31 44 09 1335
Accumulated amortisation
At 1 Apn! 2009 {18 8) {28 8) {15) (81) - (57 2)
Charge for the year - (20 6) {13) (0 4) - (22 3)
Impairments - - (0 5) - - {0 5)
Foreign currency fransiation - {2 8) 06 08 - (14)
At 1 Apnl 2010 (18 8) (52 2) (27) (77) - (81 4)
Charge for the year - (21 5) (01) (02) - (21 8)
Impairment - (11 9) - - - (119}
Disposals 73 10 04 56 - 14 3
Foreign currency translation - {15) (0 1) (0 1) - {(17)
At 31 March 2011 (11 5) (86 1) (2 5) {24) - {102 5)
Carrylng amount
At 31 March 2011 - 275 06 20 09 310
At 31 March 2010 - 236 06 21 17 6 439
At 1 Apnl 2009 - 268 22 21 114 44 5

Additions to software development were made predominantly in relation to the Group’s next generation trading platform, pnecing
engine and customer service systems The amount of addibons ansing from intemal development amounted to £8 1m (2010
£7 9m) Disposals dunng the year to 31 March 2011 relate to the sale of the Group's subsidiary Digital Look Limited Further
details of this transaction are given in note 15 below

Impairment
Goodwill

Dunng the year ended 31 March 2009, impairment tasts carmed out resulted in the carrying value of goodwill being fully wntten
down to £nil There have been no subsequent acquisitions therefore no additional goodwill has been recogrised

Other intangibles
Other intangibles are tested for impaiment If events or changes in circumstances indicate that the carrying amount of the asset

may not be recoverable Dunng the year, the Group launched its next generation trading platform and associated systems to
replace ‘Marketmaker The capitalised software development costs associated with the MarketMaker trading platform have
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therefore been wniten down resulting in an iImparment charge of £11 9m Dunng the year to 31 March 2010, an impairment
charge of £0 5m arose n respect of a frading licence no longer utiised by the business

14 Property, plant and equipment
Furniture,
fixtures and Computer

equipment hardware Total
GROUP £m £m £m
Cost
At 1 Apnl 2009 157 191 348
Additions 07 27 34
Disposals (36) (07 (4 3)
Foreign currency translation 05 04 08
At 1 April 2010 133 215 348
Addittons 141 25 166
Disposals (37N (6 6) {10 3}
Foreign currency translation 02 02 04
At 31 March 2011 239 176 415
Accumulated depreciation
At 1 Apnl 2009 (54) (97) {15 1)
Charge for the year (25) (36) {61}
Disposals 02 08 10
Foreign currency translation {0 2) {02) (0 4)
At 1 Apnl 2010 {79 (127 (20 6)
Charge for the year (30) (38) {6 8)
Disposals 34 65 99
Foreign currency translation {0 1) {02) (0 3)
At 31 March 2011 {7 6) {10 2) {17 8)
Carrying amount
At 31 March 2011 16 3 74 237
At 31 March 2010 54 88 14 2
At 1 Apnl 2009 10 3 94 197
At 31 March 2011, the Group had no matenal capital commitments in respect of property, plant and equipment (2010 £mil)
15 Investment in subsidlary undertakings

2011 2010

COMPANY £m £m
At 1 Apnl 3245 3858
Capital contnbution relating to share based payments 04 05
Disposal (05) -
Impairment (161 1) (61 8)
At 31 March 163 3 324 5
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The capital contnbution refating to share based payments relates to share options granted by the Company to employees of
subsidiary undertakings in the Group, reduced by distnbutions receved from those subsidianes in respect of those share
options

On 24 January 2011, the Company sold its wholly owned subsidiary, Digital Look Limited for a fotal cash consideration of £1 4m
resulting In a gan of £1 Om for the Company The net assets of Digital Look Limited on disposal was zero resulting in a gamn of
£1 4m for the Group Of the total consideration, £0 2m has been recewved at 31 March 2011 with the remainder deferred untl
June 2011

Dunng 2010 and 2011 the Company impaired ifs investment in CMC Markets UK Holdings Limited as a consequence of the
impairment by that company of its own mvestments in subsidianes No impairment has been made n relation to the Company’s
other direct haldings

Principal subsidiary undertakings

At 31 March 2011, the following companies were CMC Markets plc's pnncipal trading subsidiary undertakings and principat
intermediate holding companies

Country of

incorporation  Principal activities Held
CMC Markets UK Holdings Limited England Holding company Directly
CMC Markets UK plc England Online trading Indirectly
Information Intermet Limited England IT development Indirectly
CMC Spreadbet pic England Financial spread beting  Indirectly
CMC Markets Overseas Holdings Limited England Holding company Directly
CMC Markets Asia Pacific Pty Limited Australia Onlina trading Indirectly
CMC Markets Pty Limited Australa Trading and education Indirectly
CMC Markets Group Ausiralia Pty Limited Australia Holding company indirectly
CMC Markets Stockbroking Limited Austraha Stockbroking indirectly
CMC Markets Canada Inc Canada gftéség)mer wtroducing Indirectly
CMC Internattonal Financial Consulting {Beying) Co Limited China Trading and education Indirectly
CMC Markets Japan KK Japan Online trading Indirectly
CMC Markets NZ Limited New Zealand Online trading Indirectly
CMC Markets Singapore Pte Limited Singapore Onling trading Indirectly

All shareholdings are of ordinary shares The 1ssued share capital of all subsidiary undertakings 1s 100% owned, which also
represents the proportion of the voting nghts in the subsidiary undertakings

18 Trade and other receivables
GROUP COMPANY

2011 2010 2011 2010
£m £ £m £m
Trade receivables 29 41 - -
Less provision for impairment of trade receivables {(15) (24) - -
Trade recevables - net 14 17 - -
Armounts due from Group companies - - 353 126
Prepayments and accrued income 43 58 - -
Stock broking debtors 201 129 - -
Cther debtors 25 47 13 -
283 25 1 366 12 6
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Stock broking debtors represent the amount recewvable in respect of equity secunty fransactions executed on behalf of
customers with a corresponding balance included within tfrade and other payables (note 20)

17 Financial assets

2011 2010
GROUP £m £m
Denvative financial instruments {note 21) 116 60
18 Cash and cash equivalents

2011 2010
GROUP £m £m
Gross cash and cash equivalents 3470 3219
Less client money (283 4) (248 5)

63 6 734

Cash and cash equivalents comprise cash at bank and other short-term highly hquid investments, with typical matunties of three
months or less Cash at bank eamns interest at floating rates, based on daily bank deposit rates

18 Trade and other payables

GROUP COMPANY
2011 2010 2011 2010
£m £m £m £m
Current
Trade payables 356 1 3300 - -
Less funds held on behalf of customers in segregated bank accounts (283 4) (248 5) - -
Trade payables - net 727 815 - -
Amount owing to Group companies - - 394 165
Tax and social secunty 16 27 - -
Stock broking creditors 204 134 - -
Accruals and deferred income 2086 193 - -
1153 116 9 304 165
Non-current
Accruals and deferred income 67 25 - -
1220 119 4 394 165
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20 Financial habilities

2011 2010
GROUP £m £m
Current
Denvative financial instruments (note 21) 143 60
Bank loans 230 208
Chattel mortgage 14 -

387 268
Non-current
Chatte! mortgage 15 -

402 268
Exposure to interest rate changes and contractual re-pricing dates
6 months or less 230 208
1to 5 years 29 -

259 208
The weighted average interest rates paid were as follows

GROUP
2011 2010
% %

Bank loans 3 93% 3 90%
Chattel mortgage 6 82% -

The farr value of financial habiliies 1s approximate to the book value shown above The camying amounts of the bank loan and
loan notes are both wholly denomunated in sterling

Bank loans

Dunng the year, the 364 day £50 Om revolving credit facility was renewed with a new matunty date of 13 December 2011 This
faciity has a six month extension optron with the agreement of the lending bank and can be used to meet broker margin
requirements of the Group The rate of mnterest payable on any loans 1s the aggregate of the applicable margin, LIBOR, and
mandatory cost At 31 March 2010, the Group alse had a €0 9m term loan which was repawd in full on 12 May 2010

Chattel mortgage

In October 2010, the Group arranged a new fixed rate three year amortising chattel mortgage of £3 4m secured over certain IT
assets of CMC Markets UK plc At 31 March 2011, £2 9m was outstanding on this faciity Interest 1s payable at a fixed rate of
682%

The fair value of bank loans and chattel mortgage reflects the loan pnncipals drawn at 31 March 2011 {(£23 Om and £2 9m) and
31st March 2010 {£20 Om and €0 9m) adjusted for any accrued interest and unamortised arrangement fees

Undrawn borrowing facilities

The Group has an undrawn mult-currency overdraft facility with NatWest Bank plc of £10 Om, which 1s repayable on demand
The facitity 1s avadable in Sterling, Canadian Dollars, Euros, Japanese Yen, Swedish Kronor, Swiss Francs, US Dollars,
Austrahian Dollars and Hong Kong Dollars The interest rate for the Sterling overdraft is NalWest Bank’'s Base Rate plus 2% per
annum and, for all other currencies, the relevant NatWest Bank currency lending rate
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21 Derivative financial instruments
2011 2010

Assets Liabilities Total Assels Liabilities Total
GROUP £m £m £m £m £m £m
Held for trading
Equity CFDs 55 (6 8) {13) 35 (4 5) (10)
ICT futures 58 (6 0) {0 2) 12 (13) (01}
Held for hedging
Forward foreign exchange contracts —
economic hedges 03 {(13) {(10) 09 (02) 07
Forward foreign exchange contracts — net
investment hedges - {02) (02) 04 - 04

116 {14 3) {(27) 60 (6 0} -

The fair value of denvative contracts 1s based on the market prnice of comparable instruments at the balance sheet date All
denvative financial Instruments have a matunty date of less than one year

Held for trading

As described in note 4, the Group enters derivative contracts in order to hedge its market pnce nsk exposure ansing from
customers trading and spread betting

Held for hedging

The Group's forward foreign exchange contracts are designated as either economic or net investment hedges Economic
hedges are held for the purpose of mitigating currency nsk relating to transactional cumrency flows ansing from eamings in
foreign currencies but do not mest the cntena for designation as cash flow hedges in accordance with the Group's accounting
policies (note 3) The Group has designated a number of foreign exchange denvative contracts as hedges of the net investment
in the Group's non-UK subsidianas At 31 March 2011, £12 2m of fair value losses were recorded in other reserves within equity
(2010 £109m)

The notional prnincipal amounts of all outstanding forward foreign exchange contracts at 31 March 2011 were £74 4m {2010
£118 1m) Dunng the year £1 9m of losses (2010 £5 5m loss) relaing to economic hedges were recognised In the income
statement

The maximum exposure to credit nsk at the reporting date is the fair value of the denvative assets at the balance sheet date

22 Provisions
Deferred EBT Property

consideration commitments related Total
GROUP £m £m £m £m
At 1 Apnl 2010 03 02 17 22
Additional provision - - 20 20
Utihsation of provision (0 3) - (09) (12)
Foreign exchange - - (0 1) {01
At 31 March 2011 - 02 27 29
Defarred
conslderation
COMPANY £m
At 1 Apnl 2010 03
Utilisation of provision (03)

At 31 March 2011 .
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The provision relating to employee benefit trusts (EBT) represents the obligation to distnbute assets held in employee benefit
trusts to beneficianes

The property related provision represents discounied obligations under onerous lease contracts less any amounts considered
recoverable by management

23 Deferred tax

GROUP COMPANY

2011 2010 2011 2010

£m £m £m £m

Deferred tax assets to be recovered within 12 months 11 110 02 -
Deferred tax assets to be recovered after 12 months 102 07 - -
113 117 02 -

Deferred tax habilities to be recovered within 12 months (01) (17) - -
Deferred tax habilities to be recovered after 12 months {0 8) (30 - -
{09 47) - -

Net deferred tax asset/{liability) 10 4 70 02 -

Deferred income taxes are calculated on all temporary differences under the lability method using an effective tax rate of 26%
(2010 28%) The gross movement on deferred tax is as follows

GROUP COMPANY

2011 2010 2011 2010

£m £m £m £m

At 1 Apnl 70 21) - -
Credit to income for the year 42 64 02 -
Credit to equity for the year 04 15 - -
Reclassified from current tax recoverable (14) - - -
fForeign currency transiation 02 12 - -
At 31 March 104 70 02 -

The following table details the deferred tax assets and habiliies recognised by the Group and movements thereon dunng the
year
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Interest Accelerated Other

Tax on loan capital timing
losses notes allowances differences Total
GROUP £m £m £m £m £m
At 1 Apnl 2009 18 10 (6 6) 17 21
Credit o iIncome for the year 76 (10} 32 (34) 64
Credit to equity for the year - - - 15 15
Foreign currency translation - - - 12 12
At 31 March 2010 94 - (34) 10 70
Credit to income for the year (30) - 63 09 42
Credit to equity for the year - - - 04 04
Reclassified from current tax recoverable - - - (14) (14)
Foreign currency translation 03 - {0 2} 01 02
At 31 March 2011 67 - 27 10 10 4
Tax losses
COMPANY £m
At 1 Apnl 2009 and 31 March 2010 -
Credit to income for the year 02
At 31 March 2011 02

Deferred tax assets are recogrised for tax losses camed forward to the extent that the realisation of the related tax benefit

through future taxable profits 13 probable

A reduction in the rate of UK Carparation tax from 28% ta 26% from Apnl 2011 with three further annual 1% cuts to 23% by Apnl
2014 was announced in March 2011 The effect of this reduction in the rate of UK Corporation tax was to decrease the Groups

deferred tax asset as at 31 March 2011 by £0 5m

24 Share capital and premium
2011 2010 2011 2010

GROUP AND COMPANY Number Number £m £m
Authorised
Ordinary shares of 25p 400,000,000 400,000,000 100 0 1000
Allotted, 1ssued and fully paid
Ordinary shares of 25p 280,684,777 281,051,701 703 703
Deferred shares of 25p 2,000,171 1,723,247 04 04

282,774,948 282,774,948 707 707

Share class rnights

The Company has two classes of shares, Ordinary and Deferred, neither of which carnes a nght to fixed ncome Deferred
shares have no voting nghts In the event of a winding-up, ordinary shares shall be repaid at nominal value plus £0 S5m each in

pronty to deferred shares
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Ordinary Deferred

shares shares Total

GROUP AND COMPANY Number Number Number
At 31 March 2009 255,525,502 559,574 256,085,076
Conversion of ordinary shares to deferred shares {1,163,673) 1,163,673 -
Shares i1ssued 26,689,872 - 26,689,872
At 31 March 2010 281,051,701 1,723,247 282,774,948
Converston of ordinary shares to deferred shares (366,924) 366,924 -
At 31 March 2011 280,684,777 2,090,171 282,774,948

Ordinary Deferred Share

shares shares premium Total

GROUP AND COMPANY £m £m £m £m
At 31 March 2009 639 01 - 64 0
Conversion of ordinary shares to deferred shares {0 3) 03 - -
Proceeds from shares 1ssued 67 - 333 400
At 31 March 2010 703 04 333 104 0
Conversion of ordinary shares to deferred shares {01) 01 - -
At 31 March 2011 702 05 333 104 0

Movements in share capital and premium

On 22 July 2009, 22,987,534 and 3,702,338 shares were Issued to Peter Cruddas and Fiona Cruddas respectively, at a price of
£1 50 per share Dunng the year 366,924 (2010 1,163,673) ordinary shares were converted to deferred shares in accordance
with the terms of grant to employees who have now left the Group

25 Own shares held in trust

2011 2010 201 2010
GROUP Number Number £m £m
Ordinary shares of 25p
At 1 Apni 772,495 1,272,502 31 37
Additions 113,453 49,993 01 02
Shares transferred tg employees (299,999) (550,000} (16) {08)
At 31 March 585,949 772,435 16 31

The shares are held by the CMC Markets 2007 Employee Benefit Trust for the purpose of encouraging or facilitating the holding
of shares n the Company for the benefit of employees and the trustees will apply the whole or part of the trust's funds to
facilitate dealing in shares by such beneficiaries

26, Share-based payment

The total charge for the year relating to employee share-based payment plans was £0 5m (2010 £0 5mj)

Duning the year, the Company made share option and matched share awards under the CMC Markets plc Management Equity
Plan 2009 {2009 MEP") The 2009 MEP was the only share scheme available to the Company's employees during the current
year and no shares were gifted to employees dunng the penod

Share options

Share options granted under the 2009 MEP are exercisable at il cost subject to the Group achieving certain market valuation
targets within defined time scales There are no individually based performance cntena attached to these awards, other than
continued employment within the Group The fair value has been calculated using a Monte Carlo option pricing model The
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significant inputs into the model were the share price of £1 50 at the grant date, volatiity of 30%, dividend yield of 3%, and the
annual nsk-free interest rate of 2%, which resulted in a weighted average fair value per award granted of £0 12 {2010 £0 21)
Volatlity was calculated by reference to a number of comparable quoted companies The target market valuation condition 1s
incorporated nto the fair value calculations by factonng in the varying leve! of optrons vesting at each projected share pnce to
calculate total return (share pnce multiplied by the number of options vesting)

The number of share options outstanding 1s as follows

2011 2010
GROUP Number Number
At 1 Apnl 10,942,569 -
Granted 197,718 11,265,773
Lapsed (3,025,615) (323,204)
At 31 March 8,114,672 10,942,569

The vesting date of all outstanding options 15 1 October 2012 and these can be exercised at anytime up until the 10th
anniversary of the date of grant To the extent that any option does not vest on 1 October 2012, it will lapse iImmediately

Matched options

Under the terms of the 2009 MEP, certain employees were able to invest up to a specified amount to purchase ordinary shares
in the Company (the 'bought’ shares} in order to receive a further 1 ¥z free ‘matched’ options on the 'matching’ date, being 1
October 2012 There are no performance conditions attached to the matched options other than continued employment within
the Group and ownership of the bought shares The far value of the matched options was calculated by reference to a share
price of £1 50 and an expected dividend yield of 3%, which resuited in a weighted average fair value per award granted of £1 40
(2010 £1 38)

Dunng the year, 299,999 (2010 550,000) ordinary shares of 25p each were bought and the respective matched options are as
follows

2011 2010
GROUP Number Number
At 1 Apnl 825,000 -
Granted 450,000 825,000
Lapsed (500,000) -
At 31 March 775,000 825,000

The share pnce used to calculate the farr value of both share options and matched options 1ssued dunng the year was
determined by reference to the own share transaction disclosed in note 25 above
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27 Other reserves
Net
investment
Translation hedging Merger

reserve reserve reserve Total
GROUP £m £m £m £m
Balance at 1 Apnl 2009 79 (6 3} (47 8) {46 2)
Currency translation differences 31 - - 31
Loss on net investment hedges - (4 6} - (4 6)
Tax on loss on net investment hedges - 13 - 13
Balance at 31 March 2010 110 (96) (47 8) {46 4)
Currency translation differences 14 - - 14
Loss on net investment hedges - (13) - (13}
Tax on loss on net investment hedges - 04 - 04
Balance at 31 March 2011 12 4 {10 5) (47 8) {45 9)

Translation reserve
The translation reserve 1s compnsed of transiation differences on foreign currency net mvestments held by CMC Markets Group
Net investment hedging reserve

Overseas net Investments are hedged using forward foreign exchange contracts Gams and losses on instruments used to
hedge these overseas net investments are shown in the net investment hedging reserve These instruments hedge balance
sheet translation nsk, which 1s the nsk of changes in reserves due to fluctuations in cumrency exchange rates All changes in the
fair vaiue were treated as being effective under IAS 38 - Financial Instruments Recognition and Measurement and Eligible
Hedged items

Merger reserve
The merger reserve arose following a corporate restructure in 2005 when a new holding company, CMC Markets ple, was

created to bnng all CMC companies into the same corporate structure The merger reserve represents the difference between
the nominal value of the holding company's share capital and that of the acquired companies

28 Operating lease commitments

2011 2010
GROUP £m £m
Minimum lease payments under operating leases recognlsed in income for the year 78 66

Operating lease payments represent rentals payable by the Group for office space Leases are negotiated for an average term
of 4 0 years and rentals are fixed for an average of 2 0 years

The Group had outstanding commitments under non-cancellable operating leases as follows

2011 2010

GROUP £m £m
Within one year 84 90
Within two to five years 160 17 2
After five years 214 100
458 36 2
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29 Cash generated from operations
GROUP COMPANY
2011 2010 2011 2010
£m £m £m £m

Cash flows from operating activities
Loss before taxation (23 7) (130) {160 3) (60 6)
Adjustments for
Net interest income (10 {2 3) - -
Bividends received - - {10) -
Finance costs 15 17 - 12
Imparment of investment in subsidianes - - 161 1 618
Depreciation 68 61 - -
Amortisation of intangible assets 218 223 - -
Imparment of intangibie assets 119 - - -
Loss on disposal of PPE 04 05 - -
Gain on disposal of investment mn subsidiaries (14) (0 9) -
Share-based payment 05 05 - -
Changes m working capital
{Increase)/decrease n trade and other receivables {(20) 03 (22 7) o8
{Increase)/decrease (n amounts due from brokers 31 (79 4) - -
Increasef(decrease) in trade and other payables 26 365 229 (0 8)
increase/(decrease) In provisions 11 (27) - -
Cash generated from/(used in) operations 216 (29 5) (0 9) 24

30 Retirement benefit plans

The Group operates defined contnbution retirement benefit plans for all qualifing employees The assets of the schemes are
held separately from those of the Group, in funds under the control of trustees Where employees leave the scheme pnor to
vesting fully n the contnbutions, the contnbutions payable by the Group are reduced by the amount of the forfeited
contributions The pension charge for these plans for the year was £2 5m (2010 £2 3m)

3 Related party transactions

Group transactions

Transachons between the Company and its subsidianes, which are related parties, have been eliminated on consolidation and

are not disclosed in this section of the note

Transactions between the Group and its other related parties are disclosed below
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Compensation of key management personnel

201 2010
GROUP £m £m
Key management compensation
Short-term employee benefits 23 24
Socal security costs 03 03
Post-employment benefits - 01
Termination benefits 03 05
Share based payments 03 03
32 36
Remuneration of highest paid director
Wages, salanes, bonuses and incentive payments 14 12

Key management compnse the Board of CMC Markets plc only
Directors’ transactions

During the financial year, £73,711 (2010 £73,740) was paid to Astre Associates Limited in respect of non-executive director
fees payable to John Jackson

Company transactions

The Company had the following amounts outstanding with subsidianes at year end

2011 2010
COMPANY £m £m
Amounts due from subsidiaries 353 126
Amounts due to subsidianes 394 16 5

Amounts due to Group undertakings are unsecured, interast free and repayable on demand

32 Contingent liabilities
Guarantee

The Company is a joint and several guarantor to the bank loan facility descnbed in note 20. Under the terms of the loan
agreement, CMC Markets UK pic can draw down on this facihty

Letters of support

The Company has issued a letters of support to several of its subsidiary undertakings confirming its intention to provide such
financial support as 15 necessary to settle creditors as they fall due and to be able to continue operations on a gomng concem
basis

33. Ultimate controlling party

The Group's ultmate controlling party 1s Peter Cruddas by virtue of his majonty shareholding in CMC Markets plc
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Notice is hereby given that the 2011 Annual General Meeting of CMC Markels plc {the "Company”) will be held at 133
Houndsditch, London EC3A 78X at 12 00 noon on Thursday 29 September 201 1 (the “2011 AGM") to consider and if thought fit
to pass the following resolutions Rasolutions 1, 3, 5 and 7 will be proposed as ordinary resclutions and resolutions 4 and 6 wll
be proposed as special resolutions

1 To receve the Annual Report and Accounts of the Company, including the reports of the Directors and Auditors, for the
year ended 31 March 2011

2 To re-appoint PricewaterhouseCoopers LLP as Auditors to the Company to hold office until the conclusion of the next
general meeting at which accounts are laid before members

3 To authonse the Directors to determine the remuneration of the Auditors
4 THAT

a) 264,965 ordinary shares of 25 pence each in the capital of the Company held by the Isle of Man Financial Trust
Lirited and Farzim Nazar {as nhominee holders) and others be converted with iImmaediate effect to deferred shares of
25 pence each such that they shall on a retum of capital on winding-up or otherwise entile the holder only to
repayment of the amounts paid up on such shares after repayment of the capital patd up on the ordinary shares still in
1ssue and the payment of £500,000 on each such ordinary share and shall not entitle the holder fo the payment of any
dmidend nor to receive notice of or aftend or vote at any general meeting of the Company, and any Drrector of the
Company 1s hereby irrevocably authonsed to appoint any person to execute on behalf of the holder or holders of such
defarred shares or any other deferred shares now inissue a transfer thereof (and/or an agreement to transfer the
same), to such persons as the Directors may determine as custodian thereof and/or to the Company te purchase the
same in any such case at 0 001p per share or such greater amount per share as the Board shall determine in respect
of any share or shares, after notice in wnting to the holder or hotders thereof but without obtaining the sanction of the
holder or holders thereof, and

b) the Company be and 1s hereby authonsed at any tme dunng the penod expinng 18 months after the date of this
resolution to make purchases of deferred shares arising on such coaversion or any other deferred shares now In
issug, at 0 001p per share or such greater amount per share as the Board shall detemmine in respect of any such
share or shares and otherwrse in accordance with the memorandum of contract terms previously made avatlable for
inspection by members of the Company in accordance with the Companies Act 2006 (the “Act’)

5 THAT the Directors be and they are hereby generally and unconditionally authonsed pursuant to section 5§51 of the Act to
exercise all the powers of the Company to allot shares in the Company and to grant rights to subscnbe for or to convert
any secunty into shares of the Company {'nghts’) up fo an aggregate nominal amount of £29 0 mithon provided that this
authonty 1s for a penod expinng five years from the date of this resolution but the Company may before such expiry make
an offer or agreement which would or might require shares to be allotted or nghts to be granted after such axpiry and the
Directors shall be entitled to allot shares and grant nghts in pursuance of any such offer or agreement nofwithstanding that
the authonty conferred by this rasolution has expired This authonty i1s in substitution for all subsisting simitar authonties, to
the extent unused

6  THAT subject to and conditonal upon the passing of Resolution 5 the Directors be and they are hersby empowered
pursuant to sections 570 and 573 of the Act to allot equity secunties, including wholly for cash pursuant to the authonty
conferred by Resolution § above as if section 561 of the Act did not apply to any such allotment and prowided that this
power 15 for a penod expinng five years from the date of this resolution but the Company may before such expiry make an
offer or agreement which would or might require eguity secunties to be allotted afer such expiry and the Directors may
allot equity secuntes in pursuance of any such offer or agreemant notwithstanding that the power conferrad by this
resoclution has expired This power 1s in substtution for all subsistng similar powers, to the extent unused References in
this Resolution to "equity secunbes” and "allotment of equity secunties” shall have the meanings given In section 560 of
the Act

7  THAT in accordance with sections 366 and 367 of the Act the Company and all companies which are subsidianes of the
Company at the date on which thus Resolulon 7 1s passed or dunng the penod when this Resolution 7 has effect are
authonsed to

a) make political donations to polibcal parties and/or independent elechon candidates, as defined in the Act, not
exceeding £100,000 in total,

b} make politcal donaticns to political orgarusations other than poliical partes, as defined in the Act, not exceeding
£100,000n total, and

¢} incur poliical expenditure, as defined in the 2006 Act, not exceeding £100,000 in total

Such authonty shall expire on the earlier of the date which 1s 18 months after the date of this Resolution or at the
conclusion of the next annual general mesting of the Company
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For the purposes of this resclution the terms “political donatton”, “political parties”, “independent election candidates”,
“pohtical organisaton” and “political expenditure™ have the meanings given by sections 363 to 365 of the Act

By order of the Board

=

Graham Symonds
Company Secretary
30 June 2011

CMC Markets plc

Registered in England and Wales
Registered office 133 Houndsditch, London EC3A 78X
Registered number 5145017

Notes to notice of meeting

1

All members holding ordinary shares in the Company are entitled to attend and vote at the 2011 AGM A member of the
Company entitied to attend and vote at the 2011 AGM may appoimnt a proxy or proxies to attend and to vote and speak
instead of him A member may appoint more than one proxy provided that each proxy 1s appointed to exercise the nghts
attached to a different share or shares held by the member A proxy need not be a member of the Company

Forms of Proxy must be returned to the Company Secretary at the registered office (which by the time retums are required
to be made will be 133 Houndsditch, London, EC3A 7BX) so as to arnve not later than 12 00 noon on Tuesday 27
September 2011 or 48 hours before any adjoumed meeting or, in the case of a poll taken more than 48 hours after it 1s
demanded, not less than 24 hours before the time appointed for the poll or, In the case of a poll not taken forthwith but
taken not more than 48 hours after it 1Is demanded, the Form of Proxy must be delivered at the meeting at which the poll
was demanded to the chairman or to the secretary or to any director in any such case together with any power of attomey
or other authonty, if any, under which it 1s signed or a copy of such power or authonty certified notanally Completion and
return of a Form of Proxy wilt not preclude a member from attending and voting at the meeting should he wish to do so

To have the nght to attend and vote at the 2011 AGM a person must have their name entered on the register of members
of the Company by no later than 48 hours pnor to the date of the meeting or any adjourmed meeting As at the date of this
Annual Report the Company has in 1ssue 280,419,812 ordinary shares carrying one vote each and 2,355,136 deferred
shares which have no voting nghts Therefore the total vating nghts in the Company are 280,419,812

Copies of the memorandum of proposed contract terms for the purchase of defemed shares including the names of
members holding shares to which the purchase contract relates are available for inspection at the registered office of the
Company dunng normal business hours untl the date of the 2011 AGM and will be available at the meeting tself
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UK - Head Office
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Milano
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Singapore

CMC Markets Singapore Pte Ltd
50 Raffles Place #14-06
Singapore Land Tower
Singapore 048623

T 1800 559 6000 (Local}

T +65 6559 6000

E sales@cmcmarkets.com sg
www cmemarkets com sg
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Calle Alcala 52, pianta 12
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Stockholm
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