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Welcome to our
Annual Report 2010

A STRATEGY TO GROW THE BUSINESS
WE WILL BUILD ON THE FUNDAMENTAL
STRENGTHS OF AN EXCHANGE -
INDEPENDENCE, NEUTRALITY AND
TRANSPARENCY - TO PROVIDE CORE
CAPITAL MARKETS INFRASTRUCTURE
AND SERVICES ALIGNED TO CLIENTS’

EVOLVING NEEDS.

GETTING IN SHAPE

Driving efficiency through
implementation of new, low cost

and high performance technology,

a streamlined management team,
continued cost reduction and a
focus on client relationships

LEVERAGING OUR ASSETS

Pursuing organic growth by building
the scale of the assets in the Group

— equities, derivatives, fixed income,

information products and post
trade services

DEVELOPING THE OPPORTUNITIES

Extending our scale, scope and
reach through joint-ventures,
partnerships and acquisitions




REVENUE ADJUSTED OPERATING PROFIT*

£M £M
644.7 340.7
533.6 280.3
ﬁ
06 07 08 09 10 06 07 08 09 10

ADJUSTED EARNINGS PER SHARE* DIVIDENDS PER SHARE
PENCE PENCE

73.1 | 742 24.0
06 07 08 09 10 06 07 08 09 10

Year ended 31 March 2010 2009 Variance %
Total income £628m £671m 6)
Adjusted operating profit* £280m £341m 18)
Operating profit/(loss) £182m  £(208)m -
Adjusted profit before tax* £242m £305m (¢3))
Profit/(loss) before tax £144m £(251m -
Adjusted basic earnings per share® 60.1p 74.2p 19)
Basic earnings/(loss) per share 33.8p (126.1p -
HIGHLIGHTS

e ACQUIRED MILLENNIUMIT IN OCTOBER 2009, A LEADING
DEVELOPER OF LOW COST, HIGH PERFORMANCE TRADING
PLATFORMS AND FINANCIAL MARKETS SOFTWARE,
SERVING BOTH THE GROUP AND GLOBAL CAPITAL
MARKETS CLIENTS

e ACQUISITION OF TURQUOISE AND INTEGRATION WITH
BAIKAL, TO FORM A PAN-EUROPEAN LIT AND DARK TRADING
PLATFORM IN PARTNERSHIP WITH 12 LEADING BANKS

e COST REDUCTION PROGRAMME CONTINUED; TARIFF
CHANGES IMPLEMENTED TO INCENTIVISE NEW BUSINESS;
EXTERNAL POST TRADE COSTS REDUCED; ORGANIC
GROWTH INITIATIVES LAUNCHED

* MANAGEMENT TEAM STRENGTHENED WITH ADDITION
OF NEW CHIEF INFORMATION OFFICER, DIRECTOR OF
POST TRADE SERVICES AND CEO OF MILLENNIUMIT

* London Stock Exchange Group uses Non-GAAP performance measures as key financial

indicators as the Board believes these better reflect the underlying performance of the
business. See Non-GAAP definitions on page 101 for further information.

Adjusted operating profit and adjusted earnings per share exclude acquisition impairment
and amortisation, and exceptional items.
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Introduction

Group at a glance

London Stock Exchange Group is Europe’s leading
diversified exchange business, incorporating Borsa
Italiana and the London Stock Exchange, and now

including MillenniumIT and Turquoise.

INCOME CONTRIBUTION

SUB-SEGMENT

MAIN TYPES OF REVENUE

CAPITAL MARKETS M PRIMARY * Admission fees for initial listing or raising
AT THE HEART OF WHAT further capital
WE DO ARE OUR MARKETS "
IN LONDON AND ITALY — e Annual fees for securities traded on our
AND INCREASINGLY £287.4m e
2009: £341.5M e
THROUGHOUT EUROPE B SECONDARY ® Fees based on value traded (UK equities
and governments bonds) or fee per trade
(Italian equities, retail bonds and derivatives)
TOTAL GROUP INCOME
LJOTHER * Membership fees to access any of our
trading markets, such as SETS
POST TRADE SERVICES B CLEARING * Fees based on trades or contracts cleared,
WE OFFER OPEN AND and Central Counterparty (CCP) services
EFFICIENT CLEARING,
SETTLEMENT AND
ggngggTsT?A\/I)l%Es gollg]gm B INTEREST e Interest on cash and securities
BUSINESS SUPPORTS held for margin and default funds
CASH EQUITY, s
DERIVATIVE AND FIXED [ SETTLEMENT ® Revenue mostly comes from the settlement
INCOME MARKETS of equity and fixed income trades
TOTAL GROUP INCOME
L CUSTODY ® Fees are charged on the issuance of

an equity or fixed income asset, when
dividend and interest payments are made,
and on any corporate action

INFORMATION &
TECHNOLOGY SERVICES
WE SELL REAL TIME

AND REFERENCE DATA
TO MARKET USERS

OUR BUSINESSES AND
CUSTOMERS DEPEND
ON TECHNOLOGY

THAT IS SECURE AND
PERFORMS TO HIGH
LEVELS OF AVAILABILITY
AND THROUGHPUT

£216.6m

2009: £207.5M

TOTAL GROUP INCOME

34%

02 LONDON STOCK EXCHANGE GROUP ANNUAL REPORT 2010

B REAL TIME DATA

e Fees primarily based on number of
terminals taking our real time price
and trading data

B OTHER
INFORMATION

¢ Fees vary based on nature of service
provided, for example a licence fee is paid
to gain access to the SEDOL securities
numbering system

L TECHNOLOGY

e Fees for network connections and systems
supplied by Group businesses, now
including revenues from the sale of
technology services by MillenniumIT



CUSTOMER PROFILE

HIGHLIGHTS

KPls

Companies from 71 countries around the
world have come to our markets to raise
money for growth, together with issuers

of bonds, ETFs and other assets

110 new companies joined our markets

NUMBER OF COMPANIES  RAISED BY NEW

in the year ON OUR MARKETS AND FURTHER ISSUES
3,046 £77 billion
2009: 3,304 2009: £106 billion

Leading European market for Exchange AVERAGE NUMBER OF AVERAGE EQUITY

Traded Funds trades EQUITY ORDER BOOK VALUE TRADED PER

the Group's equities, derivatives and fixed
income trading platforms

MTS, the trading platform for Government
bonds, total value traded up 31 per cent

TRADES PER DAY IN ITALY

252,000

2009: 256,000

DAY IN LONDON

£4 .6 billion

2009: £6.9 billion

the Group's equities, derivatives and fixed
income trading platforms

Integration of London and Italian markets
has facilitated cross-membership

MEMBER FIRMS CONNECTED TO OUR MARKETS

530

2009: 524

140 members, mainly banks and brokers,
nearly half of which are based outside
of Italy

UK FSA approved CC&G as a
Recognised Overseas Clearing House

NUMBER OF EQUITIES AND
DERIVATIVES CONTRACTS CLEARED

107.7 million

2009: 103.3 million

Wide range of Italian and international
banks and brokers

Settlement rate exceeds the Bank for
International Settlements’ quality standards

SETTLEMENT INSTRUCTIONS HANDLED

49.3 million

2009: 42.7 million

Issuers of equity and fixed income
products (mostly ltalian based)

Government and corporate bond issuance
has been at high levels as a result of the
recent financial crisis

MONTE TITOLI'S CUSTODY ASSETS
UNDER MANAGEMENT

€2.87 trillion

2009: €2.69 trillion

Service providers, such as Bloomberg
and Thomson Reuters, that incorporate
our data with other information and sell
on to users

60 per cent of terminals are now based
outside the UK

NUMBER OF PROFESSIONAL TERMINALS TAKING GROUP
DATA (93,000 LONDON DATA; 142,000 ITALIAN DATA)

235,000

2009: 255,000

provided, including fund managers, traders,
retail brokers and market makers

FTSE launched the FTSE ltalia index series
in June 2009, the benchmark for futures
and options on IDEM

NUMBER OF INSTRUMENTS CONTAINED
IN OUR SEDOL MASTERFILE

10.3 million

2009: 5.0 million

Banks, trading firms and depositories
in Europe, North America, Africa and
Asia-Pacific region. MillenniumlT also sells
technology to other capital markets clients

Since being acquired, MillenniumIT has
entered into agreements to provide
systems to Tullett Prebon and the
Egyptian Exchange

Hosting service for co-location of clients’
servers in our datacentre

LATENCY ON TRADELECT TRADING PLATFORM
(AT AVERAGE OF 99TH PERCENTILE)

1.4 milliseconds

2009: 4.6 milliseconds

AVAILABILITY OF TRADELECT DURING THE YEAR

99.94% uptime

2009: 99.66%
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Introduction

Chief Executive’s review

London Stock Exchange Group is a great company at an
exciting time both in its history and for the future of the
industry we serve. This belief is as strong now as it was on
my joining the company last year. The past months have
been replete with challenges, which we are addressing,

and opportunities, which we are seizing.

| tt‘
P {

“Notwithstanding the strength of our
brand and the quality of our assets,
we are operating in a fast changing and
challenging environment, characterised
by robust competition and a number
of potential regulatory changes.”

10 LONDON STOCK EXCHANGE GROUP ANNUAL REPORT 2010

Introduction

Our financial performance provides an insight into the challenges
we are facing, though it also reflects some of the investments and
other costs associated with improving our long term prospects.

Against a difficult operating environment for exchange
businesses in the past twelve months, we have delivered a
resilient performance. Despite a weak IPO market, lower equity
market valuations, subdued investor trading in the secondary
markets, robust competition for trading and a contraction in
financial market professionals who consume our real time and
reference data, we achieved revenue of $605.6 million, only six
per cent less than last year. Adjusted operating profit before
acquisition impairment and amortisation, and exceptional items,
was §280.3 million reflecting tight control of our costs but also
certain one-off costs for the replacement of TradElect by
MillenniumIT technology.

Backdrop and Observations

The Group has a range of assets that set us apart from our
competitors. Foremost is our international brand. This is
reflected in the people who work for the Company and those
who do business with us: more international companies from
more countries join our markets than any other exchange; we
are privileged to provide trading services to a very wide range
of brokers and intermediaries across Europe; and our real time
information is distributed globally.

Through the merger with Borsa Italiana, completed in

2007, we have a good product portfolio beyond equities,
encompassing derivatives and fixed income trading together
with post trade services. The merger has also demonstrated
our success in integrating businesses while, critically,
preserving market identities.

Notwithstanding the strength of our brand and the quality of
our assets, we are operating in a fast changing and challenging
environment, characterised by robust competition and a number
of potential regulatory changes. It is essential, therefore, that we
have a clear, executable strategy that will enable us to thrive in
the evolving markets in which we operate.



Left Antoine Shagoury, Chief
Information Officer on his appointment
in February 2010.

Below Xavier Rolet visiting Epistem
in Manchester, June last year.

Second from bottom

Tony Weeresinghe, CEO of
MillenniumIT and its campus in
Sri Lanka.

Bottom politicians and market
participants at the launch of our new
retail bond market in February.

Strategy

At the heart of our strategy is a fundamental corporate
philosophy: to be a truly client-centred business. However, the
breadth, diversity and changing composition of our client base
creates certain challenges. The onus is on us to prove to our
clients the fundamental value of an exchange as an independent,
neutral, efficient and profitable provider of core capital markets
infrastructure. By getting this right shareholders will also benefit
as we successfully grow the business.

Within this context our strategy can be characterised as getting
in shape, leveraging our assets and developing the opportunities
for other forms of growth from joint ventures, partnerships and
acquisitions. The strategic imperatives comprise the following
elements:

e Drive efficiency
e Build scale

e Increase scope
e Extend reach

Over the course of the year, we have developed the top team to
deliver this strategy. As well as harnessing the existing talent
among senior managers within the Group, the management team
has been augmented by select external appointments — such as
Kevin Milne, who now heads up our Post Trade division, and
Antoine Shagoury, who has joined us as Chief Information Officer
—and through acquisition, in the case of Tony Weeresinghe

who is responsible for our global development, overseeing our
commercial and business relationships with other exchanges,

as well as continuing as CEO of MillenniumIT.

Drive Efficiency

Identifying and establishing further efficiencies throughout the
Group has been a priority over the past year. Faced with a drop
in value traded on our markets, through a combination of lower
asset prices, lower capital commitment by banks and increased
competition, we have taken a number of actions to reduce our
cost base, encompassing our three largest areas of cost: people,
technology and property.

Early last summer we made a number of management changes
to streamline and accelerate decision taking. In the process, we
took some difficult decisions with respect to a number of roles
across the Group, reducing the workforce at that time by 12 per
cent and generating £11 million of annualised cost benefit. The
positive way in which staff members have responded to these
changes is testament to the quality of the people working here.

A smaller workforce in London has enabled us to improve our
position on property costs through the release and subletting of
another floor in our Paternoster Square headquarters, providing
anet benefit of §3 million per annum from 2010/11. Meanwhile in
Milan, we are managing the future cost increase of our lease on
Palazzo Mezzanotte, our Italian HQ, by upgrading the building,
which will enable us to consolidate all our Milan-based staff
there over the next year and close two other facilities.

We also completed a major review of our technology requirements
across the Group, culminating in the acquisition of MillenniumIT,
an innovative software development firm based in Sri Lanka.
As well as providing the Group with a new, high performance,
scalable trading platform for our cash equities markets,
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Introduction — Chief Executive’s review

MillenniumIT brings us our own in-house software development
capability with dedicated R&D resource. We have already
identified at least £10 million in technology related savings once
our new trading system is rolled out, and believe that further
savings will be forthcoming in due course.

Increased efficiency has enabled us to make some important
tariff cuts in our UK cash equities business. As well as making
our fees more competitive, we have sought to differentiate them
from those of our competitors, underlining our desire to provide
a balanced and neutral marketplace for the broadest range

of clients.

Build Scale

In a highly competitive environment, the old adage about
exchanges being scale businesses has never been more true.
It is therefore essential that we continue to promote our world
class listing business and establish new products that take
advantage of existing infrastructure.

Through the combination with Borsa Italiana, we have a broad
range of products and services, across asset classes and through
the value chain. A number of these products, though, do not yet
enjoy the full benefits of scale. Achieving greater scale in our
business is critical to being able to reward both clients and
shareholders alike.

Over the past year, we have made steady progress on leveraging
our assets. In July, our clearing business, CC&G, was approved by
the FSA to operate in the UK, following which we have started to
use its services for our UK-regulated derivatives business, EDX.
In February, we launched a retail bond market in the UK based
on our offering in Italy, which is by far the most successful
example of its kind in Europe.

Among product enhancements over the coming year, we intend
to expand the range of equity derivatives contracts traded
beyond our Italian, Russian and Scandinavian based products,
and are part way through the process of migrating all derivatives
trading to a single, high performance platform.

Increase Scope

Alongside building scale it is imperative that we increase
the scope of our activities — in product development, trading
functionality, post trade and information services. The
acquisition of MillenniumlIT is integral to our ability to
achieve this.

As well as providing cost effective trading platforms,
MillenniumIT will be used to deliver market surveillance,

ticker plant, desktop services, smart order routing and post trade
technology. In the process, we will be able to accelerate our time
to market for new products and functionality enhancements
while at the same time reducing our overall development and
ownership costs.

In addition to improving our in-house assets and capabilities,

our ability to introduce new products and services hinges on the
quality of our client relationships. A significant development in
this regard has been our recent creation of a partnership with

12 of the world’s leading banks to lead Turquoise in the next
phase of its development. As the majority shareholder, we will
ensure that the pan-European platform is neutral, efficiently run,

12 LONDON STOCK EXCHANGE GROUP ANNUAL REPORT 2010

open to the broadest pool of clients and develops services on

an international scale; as important stakeholders in the venture,
the banks will support innovative product initiatives and broader
strategy development.

Extend Reach

The acquisitions of Turquoise and MillenniumlIT in the past year
not only provide new assets but, importantly, also help us extend
our reach. Through Turquoise, we have for the first time a
platform with a pan-European footprint and significant potential
for growth. And since the year end we have launched trading in
US securities on the platform. Meanwhile, our brand and balance
sheet backing of MillenniumIT has improved its international
prospects and ability to extend the global reach of its technology
sales. For us, this increases our capacity to broaden and deepen
our commercial, business and strategic relationships with
exchanges around the world.

We believe that our future depends on our ability to become

a truly global player, anchored in London but with a significant
presence in other time zones. We will only achieve this goal
through significant partnerships and inorganic growth
opportunities within our industry.

We cannot outline specific prospects in this regard but, as

and when it is appropriate to do so, we will set out inorganic
opportunities which we believe meet with our strategic objectives
and which will deliver benefits to shareholders and clients, and
pursue them vigorously, but with a clear discipline.

A Year of Progress

This has been an eventful year, a period of change and challenge,
and I am grateful to staff, shareholders and clients for the welcome
and support they have shown to me since taking on the job.
Collectively, we have made very good progress against our
objectives, but we recognise that there remains much work to

be done. We are aware that, in many cases, the fruits of our
labour to date have yet to be harvested.

In the coming year, as we continue to deliver on the key elements
of the strategy within a fluid market and regulatory environment,
we expect to see further progress across our business.

-\ M

—

Xavier Rolet
Chief Executive



Strategy in action

Our vision is to be one of the world’s
largest exchange groups within five years.
We are delivering this vision by executing
our clear strategy:

GETTING IN SHAPE

LEVERAGE OUR ASSETS AND DEVELOP OTHER OPPORTUNITIES

STRATEGIC IMPERATIVES DRIVERS FOR CHANGE

OUR STRATEGY IN ACTION - PLANS ANNOUNCED TO DATE

DRIVE EFFICIENCY ® More price and technology

competition in core markets

® Need to align with customer
demands for efficient services

e Cost reduction programme underway: headcount
reductions, property sub-letting and technology
savings announced

e Acquisition of MillenniumIT to provide scalable, low
cost, high performance trading systems and other
related technology — and brings a low cost offshore
(but fully owned) operation

® Management team restructured and strengthened
with addition of new Director of Post Trade, new
Chief Information Officer and Chief Executive of
MillenniumIT

* New tariff structures in UK equities and Italian
derivatives to encourage greater volume

BUILD SCALE * Need to service global customers e Launch of the UK retail bond market
e Scale drives efficiency * Migrating both UK and ltalian equity trading platforms
e Better able to respond to regulatory onto MillenniumIT systems
change ® Migrating both UK and ltalian derivative trading
platforms onto SOLA
e Turquoise provides pan-European equities trading
platform, in conjunction with partner banks
INCREASE SCOPE e Increased diversification away from local e Acquisition of MillenniumIT as a provider of

markets to at least pan-European cash
equities

e Ability to service customers in multiple

asset classes

* Need to work closely with clients to
incentivise trading and develop new
services

technology to third parties

® Enhance dark and a pan-European lit offering plus
trading of US equities through Turquoise in the
coming year

e Launch of currency ETFs

EXTEND REACH e Globalisation of capital markets

e Global capital markets relationships through
MillenniumlIT

¢ Turquoise provides framework with client partners
to develop further services
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