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This PDF is an exact copy of the Annual Report and Accounts of London Stock Exchange Group plc as provided to shareholders.
The audit report is set out on page 59.

The maintenance and integrity of the London Stock Exchange Group plc website is the responsibility of the directors; the work
carried 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 initially presented on the website.
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Review of the business — Information & Technology Services

EQUITY TRADING PLATFORM LATENCY
MILLISECONDS
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The UK-based Proquote offering provides cost effective access to
over 160 markets, news and data sources throughout the trading
day. During the year, the number of desktop users taking real
time data from Proquote increased from 4,800 to 4,900.

As well as distributing and displaying market data,

Proquote provides order management and execution services,
predominantly to the private client broking community in

the UK. Central to its appeal is Proquote’s leading position

in connecting brokers with 28 Retail Service Providers (RSPs),

which we believe to be more than any other vendor in the market.

Over the course of the year, Proquote’s RSP order flow increased
by 150 per cent. We aim to further expand this service on a
pan-European basis.

FTSE
providing global index services

Generates revenue from
the provision of indices
and benchmarking
services to a range of
investors, consultants,
asset owners, fund
managers, investment
banks, stock exchanges
and brokers. These
indices are used for:
performance

management; asset Over $3 trillion of assets

allocation; portfolio benchmarked to FTSE
hedging; and creation Indices globally. Revenues 80+ countries.
of investment products in 2009 grew 20 per cent.

such as tracker funds,
Exchange Traded Funds
and tradeable derivatives.

RATIONALE
FTSE, the global index provider, is a 50-50 joint venture between
London Stock Exchange and the Financial Times.

120,000 end of day and
real time indices covering

Separately, we have sought to broaden the scope of our activities
with the acquisition of Turquoise, and its merger with Baikal
(see case study on page 23). We will develop Turquoise’s existing
range of services in the trading of pan-European equities, from
its European market share of 2.5 per cent at year end.

Technology Services

We provide clients with a wide range of technology services, from
connectivity to our markets through to trading platform solutions
to other capital markets clients worldwide.

Demand for ever faster trading technology creates a market for a
more sophisticated means of connecting to our trading platforms,
in order to reduce the time it takes to send and receive orders to
our markets.

r. P .

Provides users with fastest
index calculations and
broadest range of real
time indices.

Building strong presence in
emerging markets - assets
under management in the
iShares FTSE/Xinhua China
Index Fund 25 ETF listed in
the US grew 33 per cent
over the year, at one point
rising to over $10 billion.

We are leveraging FTSE's expertise in indices products to construct
tradeable products.

FTSE now operating the MIB index in Italy.

24 LONDON STOCK EXCHANGE GROUP ANNUAL REPORT 2010



In addition to our established Information Service Provider
Network business, where we provide a secure and reliable
network connection to our trading systems offering a variety of
bandwidths, we now also offer hosting services. Hosting allows
clients to place their trading algorithms inside our Data Centre,
providing sub-millisecond access to our matching engine and
market data.

The service underlines our commitment to encouraging market
efficiency through the removal of time friction in the system and
further extends our variety of connectivity options. We have 33
clients signed up to our hosting service.

Following the acquisition of MillenniumIT, we provide trading
technology to a wide range of exchanges and other capital
markets companies across the world. Although this was not our
principal reason for the acquisition (see Case study opposite),

it represents a good business opportunity for the Group. The
research and development team at MillenniumIT continuously
strives to ensure that these solutions evolve with the future needs
of customers and with technology capabilities.

In addition to existing clients such as LME, ICAP and Indian
Commodity Exchange, MillenniumIT has secured new contracts
since acquisition, including Tullett Prebon and the Egyptian
Exchange, both announced in March 2010.

MILLENNIUMIT

We operate in an extremely competitive marketplace.
At the heart of our ability to compete successfully is the
performance and cost of the technology that supports
our whole range of services.

Last summer, we reviewed 18 different alternative
technology options to replace our trading technology
infrastructure. This assessment included options where we
might partner with another exchange to share technology
infrastructure costs, upgrade our existing technology or
purchase an existing technology platform.

The MillenniumlT platform scored highly on a number
of counts:

® Tried and tested in other markets

® Based on flexible technology principles

® Run by an innovative software development team

* Flexible and scalable, proven during laboratory trials
e Extremely competitively priced

* Independent of any of our major competitors.

The decision to acquire the company for USS30 million
was clear cut. We were, and continue to be, impressed
by the quality and motivation of the people working for
MillenniumlT. So, in addition to acquiring our next
trading platform, we now have a first class software
development capability within the Group, which will
ensure fast and cost efficient technology development.

MillenniumIT will make a positive contribution through
its own commercial sales of technology, which are
enhanced through our balance sheet backing.

We plan to introduce MillenniumlIT's technology for the UK
equities market later in 2010. It will also be introduced for
the ltalian market and recently-acquired Turquoise.

As well as core trading capabilities, MillenniumIT has
expertise in market surveillance, smart order routing and
post trade systems amongst other things. We see
scope for Group companies to use MillenniumIT’s
solutions to very good effect in the coming years.
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Review of the business

Financial review

A good performance in challenging market

conditions. Cash generation remained strong
and our financial position was strengthened
by the issue of a £250 million ten year bond.

Year ended 31 March

Variance at
constant
2010 2009 Variance currency
£m £m % %
Revenue
Capital Markets 287.4 341.5 16) 18)
Post Trade Services 100.0 91.6 9 2
Information &
Technology Services 216.6 207.5 4 3
Other 1.6 4.1 @1 ©4)
Total revenue 605.6 644.7 [G)) [€))
Net interest income
« , . . through CCP business 16.2 20.8 22) @7
The Group s organic operating cost base Other income . 59 10 16
decreased eight per cent in constant currency, 1 .iincome oz Iy © ©

reflecting our focus on cost reduction and

more efficient operational delivery.”

DOUG WEBB
Chief Financial Officer

FINANCIAL HIGHLIGHTS

e REVENUE AT £605.6 MILLION DOWN
SIX PER CENT (2009: £644.7 MILLION)

e OPERATING PROFIT BEFORE ACQUISITION
IMPAIRMENT AND AMORTISATION, AND
EXCEPTIONAL ITEMS DECLINED 18 PER CENT TO
£280.3 MILLION (2009: £340.7 MILLION), THOUGH
DECLINED ONLY 10 PER CENT TO £305.6 MILLION
EXCLUDING ONE OFF COSTS ASSOCIATED WITH
THE ACQUISITION OF MILLENNIUMIT

e OPERATING PROFIT AFTER ACQUISITION
IMPAIRMENT AND AMORTISATION, AND
EXCEPTIONAL ITEMS WAS £182.3 MILLION
(2009: £207.9 MILLION LOSS)

e ADJUSTED BASIC EARNINGS PER SHARE,
BEFORE ACQUISITION IMPAIRMENT AND
AMORTISATION, AND EXCEPTIONAL ITEMS,
DECLINED 19 PER CENT TO 60.1 PENCE (2009:
74.2 PENCBE). BASIC EARNINGS PER SHARE WERE
33.8 PENCE (2009: NEGATIVE 126.1 PENCE)

e CASH GENERATED FROM OPERATIONS
REMAINED STRONG AT £301.2 MILLION
(2009: £352.6 MILLION)
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Operating profit

before acquisition

impairment and

amortisation, and

exceptional items 280.3 340.7 18) (20)

Operating profit
after acquisition
impairment and
amortisation, and

exceptional items 182.3 (207.9)

Adjusted basic

earnings per share 60.1p 74.2p 19
Basic earnings

per share 33.8p (126.1p

Revenue

With the introduction of IFRS 8 ‘Operating Segments’, this year,
we have undertaken a more comprehensive review of the way in
which we disclose our revenue to most clearly present the
performance of the business. Accordingly, in addition to restating
the segments to align with our internal reporting structure as
required by IFRS 8, we have separated out “net interest income
through CCP businesses” and “other income”, the latter primarily
being property income from the sub-letting of surplus space. The
net interest income through CCP businesses is the net interest
earned on assets held by us on behalf of third parties as part of
the risk management process within our clearing business and is
based on the spread between EONIA and EURIBOR rates, which
is outside the control of management. Total income stated above
is equal to total revenue as presented previously.



CHANGES IN REVENUES
£MILLIONS

63.2 7.0

644.7 171

l INCREASE
[J DECREASE
2009 Foreign 2009 Organic Acquisitions. 2010
exchange constant
currency
Capital Markets a full year 0.86 basis point average (2009: 0.87 basis points).
In Italy, the average daily number of trades was more resilient,
Year ended 31 March v declining only two per cent to 252,000 trades per day (2009:
at cZ,’,':{;?fi 256,000), reflecting both the benefit of the stronger retail element
Revenue 2%"2 2082 Varia"'f; curreney in this market and the cost efficient straight through processing
Primary provided by our integrated trading and post trade operations.
Markets
Annual fees 35.2 41.0 14 a6y Our derivatives revenues declined in both the UK and Italy. EDX
Admission fees 34.0 281 21 oo  volumes fell eight per cent, with a doubling in Russian derivatives
69.2 69.1 0 (2 trading to 37.4 million contracts (2009: 19.0 million) helping to
Secondary offset a fall in Scandinavian business. EDX successfully migrated
Markets to the SOLA trading platform in December 2009, with trading in
Cash equities: Scandinavian derivatives dropping away, as expected, at this
UK 101.8 156.2 (35 (B9 point. IDEM volumes increased 11 per cent following the
I(t:e}Sh equities: 317 28.0 3 ; introduction of tariff caps earlier in the year, although a shift
a y ) ’ ’ away from index products together with the tariff changes
Derivatives 19.5 25.6 24 (26) .
T reduced the average yield.
Fixed income 29.3 25.8 14 7
oth 1223 2222 (2(2; (2(‘71; Fixed income revenues performed strongly, with value traded in
ther : : MTS up 31 per cent to €45 trillion for the year, with a particularly
Total revenue 287.4 341.5 e 8

Performance in the Capital Markets segment remained mixed,
reflecting the uncertain economic and market conditions.

Within primary markets, admission fee revenues grew strongly due
to the high level and mix of secondary capital raisings, with a larger
proportion of smaller and medium size issues compared with the
prior year. Whilst down year on year, the level of new issues across
all our markets has increased significantly in recent months, with
72 new issues in the second half of the year, compared with 38 in
the first half and 46 in the second half of last year.

As expected, annual fee revenues declined reflecting the
reduction in market capitalisations in 2008 and a fall in the
number of companies on AIM. UK market capitalisations at the
end of November 2009 (which form the basis of fees for the year
ending 31 March 2011) increased by 27 per cent compared with
the prior year, although the reduction in company numbers on
AIM will hold the overall growth in UK annual fee revenues to
around 10 per cent.

In secondary markets, the key drivers of equity trading revenues
are value traded in the UK and volume traded in Italy. UK equity
trading revenues declined 35 per cent, with average daily value
traded on the UK order book declining 33 per cent to 4.6 billion
per day (2009: £6.9 billion), in part reflecting continued
competition from alternative venues as well as an overall lower
level of value traded in the market. As a result of tariff changes
in September 2009, the average basis point yield decreased from
0.92 in the first half of the year to 0.80 in the second half, giving

strong second half.

Other capital markets revenues comprise fees for membership of
all our markets and other non-trading revenues within MTS.

Post Trade Services

Year ended 31 March

Variance
at constant
2010 2009 Variance currency
Revenue £m £m % %
Clearing 334 32.0 4 2
Settlement 211 17.2 23 15
Custody and
Other 45.5 42.4 7 1
Total revenue 100.0 91.6 9 2
Net interest
income through
CCP business 16.2 20.8 22) @n
Total income 116.2 112.4 3 3)

Clearing transaction volumes increased four per cent versus prior
year, though this was offset by a reduction in non transaction
revenues as members took more care to ensure transactions
cleared on time, avoiding fail fees.

The growth in settlement revenues was primarily driven by an
increased share of OTC business settled by Monte Titoli. Custody
and Other revenues benefitted from a seven per cent increase in
the average value of assets under custody, partially offset by a
decline in revenue in the company secretarial services business
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Review of the business — Financial review

CHANGES IN COSTS!
£MILLIONS

3427 267 253

One off

2009 Foreign 2009 Reduction
[Thactciin

exchange constant in organic
currency cost base

Post acquisitions 2010
MillenniumIT and
Turquoise costs

B INCREASE
[ ] DECREASE

! Operating expenses before acquisition impairment and amortisation, and exceptional items.

arising from a decrease in the number of quoted companies and
shareholders serviced.

The decline in net income through CCP business reflects a
reduction in the net interest earned compared with the unusually
high level experienced during the volatile markets last year,
primarily due to lower spreads between EONIA (the basis for
interest payments to members) and EURIBOR (the basis for
interest received on cash deposits).

Information & Technology Services

Year ended 31 March

Variance

at constant

2010 2009 Variance currency

Revenue £m £m % %

Real time data 103.7 114.4 (C)] an

Other

information

services 65.6 59.2 " 10
Technology

services 47.3 33.9 40 37

Total revenue 216.6 207.5 4 3

Reflecting underlying market trends, professional users receiving
real-time London Stock Exchange data accounted for 93,000
terminals at 31 March 2010, down 11,000 since last year but only
slightly reduced since the half year (94,000) as financial services
market employment levels began to stabilise. The number of
professional users of Borsa Italiana data declined by 9,000 to
142,000 at 31 March 2010 but was broadly in line with the level

at the half year.

Other information services delivered good growth from a number
of our non real-time data businesses. In particular, growing
contributions were provided by SEDOL (which provides unique
identification for a range of global tradable securities), UnaVista
(a post trade data matching service), royalties from the FTSE
indices joint venture and Proquote. Turquoise contributed

£0.3m of revenue following its acquisition in February 2010.

Technology services includes a first time contribution from
MillenniumIT, which delivered £6.7million of revenue following
its acquisition in October 2009. Excluding MillenniumIT, organic
constant currency growth in Technology Services of 18 per cent
reflects revenues from the hosting business and Oslo exchange
partnership, both initiated at the end of the prior year.
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Operating Expenses

Our organic operating cost base, before goodwill impairment,
amortisation of purchased intangibles and exceptional items,
was reduced by eight per cent on a constant currency basis,
highlighting our continued focus on cost reduction and more
efficient operational delivery. These improvements include a
full year’s benefit from completion of the Borsa integration and
an initial $6m saving following the 12 per cent reduction in our
UK and Italy headcount during 2009. Current year costs also
benefited from a £6.7 million reduction in expenses related to
long term incentive arrangements reflecting the reduction in
headcount and scheme performance in the year.

One off costs of £25.3 million following our acquisition of
MillenniumIT comprise non-recurring accelerated depreciation
(£19.7 million) and other IT costs (§5.6 million) relating to the
existing TradElect platform, which will be replaced next year.
A further §6 million of such accelerated depreciation will be
incurred next year.

Exceptional items comprise $30.1 million of restructuring costs,
including §17.1 million primarily associated with the 2009
headcount reduction programme and §13.0 million relating to the
subletting of surplus space in our Paternoster Square premises,
together with §£12.4 million associated with the acquisition of
Turquoise and a residual £0.9 million for the integration of
London Stock Exchange and Borsa Italiana.



COMMITTED BORROWING FACILITIES
£MILLIONS

975 | eI
750 § 750

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Profit for the Year

Operating profit before goodwill impairment, amortisation of
purchased intangibles and exceptional items decreased 18 per
cent to $280.3 million (2009: £340.7 million), though was down
only 10 per cent to £305.6 million when excluding the one off
costs associated with the acquisition of MillenniumIT. Net
finance costs declined $4.2 million reflecting gilt lock hedge costs
in 2009 not recurring this year, partially offset by lower market
rates on the Group’s cash balances and the higher coupon on
our 2009 bond. Our effective tax rate was 30.5 per cent (2009:
32.0 per cent) reflecting the mix of lower UK and higher Italian
effective rates and a greater current year benefit from settling
open tax filings. The profit attributable to equity holders for the
year, after tax and minority interests, was £90.4 million (2009:
§338.0 million loss, after a §484.0 million goodwill impairment).

The Group’s foreign exchange exposure arises mainly from
translating the Group’s euro earnings, assets and liabilities into
sterling. During the year, the Group’s income has benefited from
the strengthening of the average euro rate against sterling.

2010 2009
Spot £/€ rate at 31 March 1.12 1.08
Average £/€ rate for the year 113 1.20

A €b6c weakening in the average $/€ rate for the year would
have reduced the Group’s operating profit before acquisition
impairment and amortisation, and exceptional items by
approximately £6.1 million.

Earnings per Share

Our adjusted basic earnings per share, excluding goodwill
impairment, amortisation of purchased intangible assets and
exceptional items, decreased 19 per cent to 60.1 pence (2009:
74.2 pence). The one-off costs related to the MillenniumIT
acquisition reduced current year earnings per share by 6.8 pence
(2009: nil). Basic earnings per share increased to 33.8 pence
(2009: negative 126.1 pence, reflecting the goodwill impairment
in the prior year).

Cash Flow and Balance Sheet

We remained strongly cash generative in the year. While cash
generated from operations decreased by 15 per cent to £301.2
million (2009: £352.6 million), our net cash inflow from operating
activities was only four per cent lower than prior year at $215.2
million. Our net cash investment in the business of £49.5 million
included §42.2 million of capital expenditure, $£16.3 million spent
to acquire MillenniumIT and Turquoise and £6.1 million funding
to our TOKYO AIM venture.

The Group has net assets of £1,030.8 million at 31 March 2010
(2009: £1,053.2 million). The central counterparty clearing
business assets and liabilities within CC&G largely offset each
other and are shown gross on the balance sheet as the amounts
receivable and payable are with different counterparties. The
gross clearing balances increased substantially year on year
primarily as a result of a higher number and value of repurchase
transactions processed by our clearing operations.

Net Debt, Facilities and Credit Rating

2010 2009

£m £m

Gross borrowings 606.7 624.8
Cash and cash equivalents (223.1) 143.71
Net derivative financial liabilities 18.4 1.6
Net debt 402.0 482.7
Cash set aside 125.0 125.0
Operating net debt 527.0 607.7

The £1256m of cash set aside is to meet regulatory, clearing and
commercial requirements.

At 31 March 2010, the Group’s key financing ratios remained
strong with interest cover — the coverage of net finance expense
by earnings before interest, taxation, amortisation and exceptional
items —at 9.2 times (2009: 10.1 times) and our net debt to EBITDA
at 1.5 times (2009: 1.6 times) on an actual basis. We remain well
within our bank covenants.

In June 2009, we took advantage of the reopening of the debt
markets to issue £250 million of 9'% per cent Notes due in 2019.
This allowed the repayment and cancellation of short dated
bank facilities, further diversified our sources of debt and
extended our average debt maturities. Committed term funding
at 31 March 2010 increased to £975 million (2009: £905 million),
of which §950 million is committed until February 2012

or beyond.

Our credit ratings remained unchanged during the year with
Standard & Poor’s long term rating of A- and Moody’s long term
rating of Baa2. Both ratings have a stable outlook which reflects
the continuing robust nature of the Group’s cash flow.

Doug Webb
Chief Financial Officer
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Review of the business

Our wider responsibility

We believe that to succeed over the longer term
we must continue to consider a wider set of
stakeholders and issues that might not normally

be captured in business as usual activities.

Corporate Responsibility

Our people and our reputation, as well as our technology, are our
most important assets. We have a clear set of business principles
to help ensure that the way we conduct our business and our
client focus is consistent with our brand values.

We have a Corporate Social Responsibility (CSR) Committee
consisting of employees from across the Group’s core business
areas, which meets six times a year to consider specific actions
consistent with our corporate responsibilities. These matters
are represented at Board level by Xavier Rolet, CEO, with the
exception of environmental matters, which are represented by
Doug Webb, CFO.

The CSR Committee aims to reflect our overall business
objectives, using available resources where we can make the
most impact. In particular, we are committed to reviewing and
implementing initiatives that focus on the key areas below.

Our People

We operate in an increasingly competitive market where the
quality of our people and their performance is what can set us
apart from our competitors.

Our performance management policy aims to ensure that all
employees understand how they contribute to the Group’s

goals, get regular feedback on how effectively they are
performing, receive meaningful but not excessive reward for
their achievements and are encouraged to develop their skills to
further their career. Nearly 40 per cent of employees in the UK
and Italy participate in share based reward and savings schemes,
and this opportunity will be extended to staff in MillenniumIT.

We have launched a new Graduate Programme targeting high
calibre graduates from around the world to become the future
leaders of our business. We have developed a comprehensive
two-year programme designed to give participants the skills
necessary to take an early leadership role in our business. This
will include extensive technical and personal development and

an overseas assignment directly linked to our business objectives.

In addition to these specific initiatives we continue to review
our remuneration framework, training and development policies
and other elements of our Human Resources strategy to ensure
that they are fully aligned with our corporate strategy and are
as compelling as possible to current and potential employees.
Voluntary annual employee turnover rate across the UK and
Italy stabilised at eight per cent over the last two years, having

dropped from 16 per cent in 2007 in response to market conditions.
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Where necessary we have strengthened our executive team
with new talent and, through the acquisition of MillenniumlIT,
we gained another group of motivated, innovative employees,
with particular expertise in business technology, which will
add significant value to our growing organisation.

We have created an environment in which employees have

the ability to voice genuinely held concerns about behaviours
or decisions that they perceive to be unethical. Through our
whistleblowing policy employees can confidentially report any
conduct or activity which may violate our business principles.

A full health and safety audit is completed annually which
includes external advice on new or changing legislation and
best practice. There were no reportable illnesses, dangerous
occurrences or liabilities, nor were any health and safety
enforcement notices received during the year.

Our Community

We are proud of our roots, and the communities in which we
operate —in London and other UK cities, across Italy and in
Sri Lanka.

We believe that engaging with local communities both instils

a sense of pride and connectedness among our employees and
demonstrates that we are a ‘good neighbour’. We endeavour to

be sensitive to the cultural, social and moral principles of the
communities in which we conduct business and contribute directly
and indirectly to the general well-being of these communities.

We operate community investment programmes in the UK, Italy
and Sri Lanka which support charitable and other good causes
and actively encourage and support our staff in making personal
contributions — whether time or money — to their community.

In the past year, we contributed corporately and through our
charities aid fund to a number of organisations through a variety
of programmes and initiatives amounting to £506,000 in cash
donations plus £29,000 of in-kind contributions. In addition,
£100,000 of London Stock Exchange Fine Income was donated
to charity.

Highlights include:

o Qur UK partner charity - For the last two years, the Princess
Royal Trust for Carers has been the main focus of our UK
fundraising activities. Fundraising through dress down days,
quiz nights, talent shows and book sales augmented our own
£100,000 corporate contribution during the year. Our total
contribution since the partnership began amounted to





